The Stock Exchange of Hong Kong Limited and the Securities and Futures Commission take no
responsibility for the contents of this Application Proof, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this Application Proof.

Application Proof of

Horizon Construction Development Limited

AEERERBROA

(Incorporated in the Cayman Islands with limited liability)

WARNING

The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the
purpose of providing information to the public in Hong Kong.

This Application Proof is in draft form. The information contained in it is incomplete and is subject to
change which can be material. By viewing this document, you acknowledge, accept and agree with
Horizon Construction Development Limited (%5 &% REAM/AH]) (the “Company”), its joint
sponsors, overall coordinators, advisers or member of the underwriting syndicate that:
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this document is only for the purpose of providing information about the Company to the public
in Hong Kong and not for any other purposes. No investment decision should be based on the
information contained in this document;

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

the contents of this document or supplemental, revised or replacement pages may or may not be
replicated in full or in part in the actual final listing document;

this Application Proof is not the final listing document and may be updated or revised by the
Company from time to time in accordance with the Rules Governing the Listing of Securities on
the Stock Exchange;

this document does not constitute a prospectus, offering circular, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an invitation
to the public to make offers to subscribe for or purchase any securities, nor is it calculated to invite
offers by the public to subscribe for or purchase any securities;

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

neither the Company nor any of its affiliates, joint sponsors, advisers or underwriting syndicate is
offering, or is soliciting offers to buy, any securities in any jurisdiction through the publication of
this document;

no application for the securities mentioned in this document should be made by any person nor
would such application be accepted;

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

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

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

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

This summary aims to give you an overview of the information contained in
this [REDACTED)|. As this is a summary, it does not contain all the information
that may be important to you. You should read this [REDACTED] in its entirety
before you decide to invest in the [REDACTED]. There are risks associated with
any investment. Some of the particular risks in investing in the [REDACTED] are
set out in the section entitled “Risk Factors” in this [REDACTED]. You should
read that section carefully before you decide to invest in the [REDACTED)].

OVERVIEW

We are the leading equipment operation service provider in China, with
comprehensive equipment offerings and strong service capacities. According to the F&S
Report, we were the largest equipment operation service provider in China in terms of
revenue in 2021. Leveraging our equipment operation service capabilities, we provide
comprehensive and multi-dimensional services covering the full cycle of projects.

Our major brands include Horizon Construction Development (%15 &%), Horizon
Equipment (%153 &) and Hongjin Equipment (7Z4#%4fi). Our leading market position
and brand recognition are reflected in the numerous awards we have received, including
Top Ten Brands In the Engineering Equipment Leasing Industry in 2020 and 2021,
awarded by T50 Summit Organization Committee of World Construction Machinery
Industry; first in China Top Ten MEWP Rental Company in 2022, awarded by T50 Summit
Organization Committee of World Construction Machinery Industry; Top Ten Brands In
the Aerial Work Platform Leasing Industry in 2021, awarded by T50 Summit Organization
Committee of World Construction Machinery Industry; third in 2022, fourth in 2021, and
sixth in 2020, in the Top 50 Aerial Work Platform Leasing Companies In the World in
ACCESS 50; and 14th in 2022, and 24th in 2021, in IRN World’s Top 100 Rental
Companies, awarded by KHL Group, one of the world’s largest international building
information providers. Leveraging our leading position in the industry, we were able to
participate in milestone projects such as the Hong Kong Emergency Hospital project,
Zhengzhou Hangkonggang Railway Station project, Guangzhou Baiyun International
Airport Terminal project, Semiconductor Manufacturing International Corporation
Production Facility project, Baotou-Yinchuan High-speed Railway project, National
Exhibition and Convention Center (Shanghai) project, Beijing Daxing International
Airport project, Hong Kong-Zhuhai-Macao Bridge project and Huoshenshan Hospital
project.
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In addition, we are the leader in aerial work platform equipment operation,
neo-excavation support system operation and neo-formwork system operation service
markets. According to the F&S Report, we are ranked first in all of the three markets in
terms of equipment volume owned in China in 2021. For aerial work platforms, the
equipment volume of our aerial work platforms amounted to approximately 131.3 thousand
units in 2022, accounting for 30.6% of the market share in terms of equipment volume in
China in the same year. For neo-excavation support systems, the equipment volume of our
steel support systems amounted to approximately 1,576.6 thousand tons in 2022,
accounting for 5.0% of the market share in terms of equipment volume in China in the
same year. For neo-formwork systems, the equipment volume of our ringlock scaffold,
amounted to approximately 622.6 thousand tons in 2022, accounting for 3.2% of the
market share in terms of equipment volume in China in the same year. We believe that our
comprehensive and multi-dimensional services covering the full cycle of projects and
leveraging the synergies among our various product lines and diversified service
categories enable us to enhance our market competitiveness and customer stickiness. As a
result, we have fostered a diverse, blue chip, loyal and high-quality customer base to
ensure our operational stability and sustainable growth. Moreover, we have established a
nationwide service outlet network consisting of 299 service outlets as of December 31,
2021, covering 180 cities in China. According to the F&S Report, the number of our
service outlets is ranked first in China in 2021 among all equipment operation service
providers, enabling our industry-leading response time. As of December 31, 2022, our
nationwide network comprised 349 service outlets, covering 187 cities in China.
Furthermore, our proven digitalization capabilities continuously enhance our operational
efficiency and customer service capabilities.

Our service portfolio consists of (i) operating lease services, (ii) engineering and
technical services, and (iii) platform and other services. Our service portfolio for operating
lease services covers various types of equipment and materials, which primarily include
aerial work platforms, neo-excavation support systems, neo-formwork systems and other
equipment. In addition, engineering and technical services we provide represent tailor-
made one-stop solutions for different business or operation scenarios. Our platform and
other services primarily focus on the re-rent of equipment and materials and sales of
equipment, materials and spare parts. For the years ended December 31, 2020, 2021 and
2022, revenue generated from (i) engineering and technical services and (ii) platform and
other services combined as a percentage of our revenue was 32.2%, 27.3% and 34.1%,
respectively.

We had achieved strong financial performance during the Track Record Period. Our
revenue increased from RMB3,663.6 million in 2020 to RMB7,877.6 million in 2022,
representing a CAGR of 46.6%. Our EBITDA (non-HKFRS measure) increased from
RMB1,884.7 million in 2020 to RMB4,080.7 million in 2022, representing a CAGR of
47.1%. Our adjusted net profit (non-HKFRS measure) increased from RMB493.4 million
in 2020 to RMB904.4 million in 2022, representing a CAGR of 35.4%.
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OUR BUSINESS

With a customer-oriented philosophy, we believe that we have been able to satisfy our

customers’ needs through our comprehensive and multi-dimensional services covering the

full cycle of projects. We believe our comprehensive service portfolio with synergies

enables us to cross sell our services, and to sustain our business growth. Our main business

segments,

categorized by service portfolios, are as follows:

Operating lease services: Our service portfolio for operating lease services
covers various types of equipment and materials. We offer operating lease
services on a daily, weekly, monthly, yearly or project-by-project basis based on
our customers’ needs. Main product lines for our operating lease services
primarily include aerial work platform, neo-excavation support system, neo-
formwork system and other equipment, such as road equipment and electrical
power equipment.

Engineering and technical services: Attributable to our comprehensive and
multi-dimensional service model covering the full cycle of projects, we are able
to provide high-quality engineering and technical services, which represent
tailor-made one-stop solutions for different business or operation scenarios.

Platform and other services: Our platform and other services primarily consist
of (i) platform services, which focuses on re-rent of equipment and materials and
(i) sales of equipment, materials and spare parts.

The following table sets forth a breakdown of our revenue by segment for the years

indicated:
For the year ended December 31,
2020 2021 2022

RMB’000 %  RMB’000 %  RMB’000 %
Operating lease services'" 2,484,554 678 4463348 727 5,189,949  65.9

Engineering and technical
services® 1,062,760  29.0 1,519,288 247 2,136,630  27.1
Platform and other services"” 116,281 3.2 158,532 2.6 551,067 7.0
Total 3,663,595 100.0 6,141,168 100.0 7,877,646  100.0
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Notes:

(1)  The main product lines for our operating lease services include aerial work platform, neo-excavation
support system, neo-formwork system and other equipment.

(2)  Our engineering and technical services represent tailor-made one-stop solutions for different business
or operation scenarios.

(3)  Our platform and other services primarily include platform services and sales of equipment, materials
and spare parts.

The following table sets forth a breakdown of our gross profit and gross profit margin
by segment for the years indicated:

For the year ended December 31,
2020 2021 2022

Gross Gross Gross
Gross  profit  Gross  profit  Gross  profit
profit margin profit margin profit margin

RMB’000 % RMB’000 % RMB’000 %

Operating lease services 1,299,161 52.3 2,372,269 53.1 2,319,230 44.7

Engineering and technical services 305,947 28.8 442,642 29.1 640,364 30.0

Platform and other services 43,253 37.2 31,026 19.6 173,412 31.5
Total gross profit/Overall gross

profit margin 1,648,361 45.0 2,845,937 46.3 3,133,006 39.8

The gross profit margin for operating lease services remained relatively stable at
52.3% for the year ended December 31, 2020 and 53.1% for the year ended December 31,
2021. The gross profit margin for operating lease services decreased from 53.1% for the
year ended December 31, 2021 to 44.7% for the year ended December 31, 2022, primarily
because the increase in cost of sales for providing operating lease services outpaced the
increase in our revenue generated from operating lease services, which was primarily due
to a decrease in the utilization rate for our equipment mainly attributable to the suspension
of our operating leases with customers and suspension of operations of our service outlets
in 2022 as a result of the COVID-19 pandemic.

The gross profit margin for engineering and technical services remained relatively
stable at 28.8% for the year ended December 31, 2020 and 29.1% for the year ended
December 31, 2021. The gross profit margin for engineering and technical services
remained relatively stable at 29.1% for the year ended December 31, 2021 and 30.0% for
the year ended December 31, 2022.



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

SUMMARY

The gross profit margin for platform and other services decreased from 37.2% in 2020
to 19.6% in 2021, primarily due to a higher proportion of sales of certain materials which
had relatively lower gross profit margins. The gross profit margin for platform and other
services increased from 19.6% for the year ended December 31, 2021 to 31.5% for the year
ended December 31, 2022, primarily due to a higher proportion of revenue from platform
services, which had relatively higher gross profit margins than that of sales of equipment,
materials and spare parts.

OUR EQUIPMENT

We endeavor to enhance the utilization of our equipment. The below table sets forth
our equipment volume by equipment type and their respective utilization rates.

As of/for the year ended
December 31,

2020 2021 2022
Aerial work platform
Equipment volume (in thousand units)‘" 55.1 97.2H 131.3%9
Utilization rate™® 78.2% 80.2% 77.3%
Neo-excavation support system
Equipment volume (in thousand tons) 973.7 1,537.9 1,576.6
Utilization rate™® 72.7% 72.2% 67.9%
Neo-formwork system
Equipment volume (in thousand tons) 338.3 534.4 622.6
Utilization rate™® 71.0% 78.9% 71.7%
Notes:

(1) As of December 31, 2021 and 2022, in addition to the 92.6 thousand units and 110.1 thousand units,
respectively, of aerial work platform we owned, we managed 4,618 units and 21,163 units, respectively,
of aerial work platforms which we re-rented to customers through the platform services joint mode. For
details, see “—Our Business—Platform and Other Services—Platform services”.

(2)  Calculated as the average of total value of assets we leased out during the year divided by the average
of total value of equipment we owned during the corresponding year. “Average of total value of
equipment” is the total asset value of all equipment, averaged between the beginning and the end of the
year. According to the F&S Report, this method of calculation is consistent with the common industry
practice.
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COMPETITIVE STRENGTHS

We believe that the following strengths continue to drive our value growth and set us
apart from our competitors: (i) leading equipment operation service provider in China; (ii)
market leadership in aerial work platform operation, neo-excavation support system
operation and neo-formwork system operation service markets well-positioned for industry
upgrade; (iii) synergies among different product lines, and comprehensive and multi-
dimensional services covering the full cycle of projects underpinned by our customer-
oriented philosophy; (iv) nationwide service outlet network with leading response time in
the industry; (v) proven digitalization capabilities that continuously enhance our
operational efficiency and customer service capabilities; (vi) close collaboration with Far
East Horizon, one of our Controlling Shareholders, to capture significant opportunities;
and (vii) experienced management team supported by a unique management mode.

COMPETITIVE LANDSCAPE

The aerial work platform operation service market in China is highly concentrated. In
2021, the top three market participants collectively accounted for 57.7% of the total market
size in terms of equipment volume, with the remaining 42.3% contributed by over 1,600
small-to-medium scale players. For the same year, we are ranked the first, accounting for
29.6% of the market share, in terms of equipment volume.

In contrast, the steel support system market in China is highly fragmented. In 2021,
the top three industry players only accounted for 8.7% of the total market share in terms
of revenue. For the same year, we are ranked the first, accounting for 5.1% of the market
share, in terms of equipment volume.

The ringlock scaffold operation service market in China is highly fragmented. In
2021, the top three market participants collectively accounted for 5.7% of the total market
size in terms of equipment volume, with the remaining 94.3% contributed by over 800
small-to-medium scale players. For the same year, we are ranked the first, accounting for
3.2% of the market share, in terms of equipment volume.

BUSINESS STRATEGIES

In order to achieve our goals, we have formulated the following strategies: (i)
strategically expand our service outlet network to further enhance our service capabilities;
(ii) optimize our equipment portfolio; (iii) enhance our one-stop solution capabilities; (iv)
enhance our operational efficiency through digitalization upgrade; (v) expand our
international footprints; and (vi) enhance our competitive edges through talents.
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In terms of our plans to expand our service outlet network, the following map
represents the geographical distribution of the number of our main bases, and existing and
expected future service outlets to be established in China by the end of 2024:

North China®:

109 service outlets as of
the Latest Practicable
Date, and around 139
service outlets by the
end of 2024

Tianjin:
one base as of the
Latest Practicable Date

Central China®:

136 service outlets as
of the Latest Practica-
ble Date, and around

181 service outlets by
the end of 2024

two bases as of the
Latest Practicable Date

South China Sea ‘
South China®: N I
104 service outlets as
of the Latest Practica- 2 one base as of the
ble Date, and around i? Latest Practicable Date
153 service outlets by

the end of 2024

Guangzhou:

Notes:

(1) Includes Xinjiang, Gansu, Qinghai, Inner Mongolia, Ningxia, Shaanxi, Shanxi, Beijing, Hebei, Henan,
Tianjin, Shandong, Liaoning, Jilin and Heilongjiang.

(2)  Includes Jiangsu, Zhejiang, Shanghai, Sichuan, Chongqing, Hubei, Anhui and Tibet.

(3)  Includes Yunnan, Guizhou, Guangxi, Hainan, Hunan, Guangdong, Jiangxi and Fujian.

Our service outlets are mainly located in the hotspots of China’s economy, including
Yangtze River Delta Region, Pearl River Delta Region, Beijing-Tianjin-Hebei Region, and
Chengdu-Chongqing Region. As market demand for equipment operation services in these
regions has been historically strong, we believe that establishing more service outlets in
these regions will better serve our existing customers, as well as reach out to more
potential customers. Thus, we plan to increase our service outlet density in tier-one and
tier-two cities in these areas to further increase our market shares in these cities.

OUR CUSTOMERS AND SUPPLIERS

As a service provider operating in a highly fragmented and intensely competitive
industry, we believe that building a high-quality customer base is crucial to our business
growth. Attributable to our comprehensive and multi-dimensional service model covering
the full cycle of projects, we have fostered a loyal and high-quality customer base over the
years, which primarily includes large central enterprises, local SOEs, public entities,

L
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private companies and individuals in China. The number of our customers (on a standalone
basis) increased from approximately 47,000 in 2020 to approximately 97,000 in 2021, and
further increased to approximately 158,000 in 2022. Our customers come from various
industries, including construction, manufacturing, commerce, real estate, culture,
entertainment and various consumer industries.

For the years ended December 31, 2020, 2021 and 2022, revenue generated from our
five largest customers amounted to RMB962.3 million, RMB1,161.8 million and
RMB1,418.1 million, respectively, representing 26.3%, 18.9% and 17.9% of our total
revenue for the same periods, respectively. For the years ended December 31, 2020, 2021
and 2022, revenue generated from our largest customer amounted to RMB379.2 million,
RMB454.6 million and RMB498.8 million, respectively, representing 10.4%, 7.4% and
6.3% of our total revenue for the same periods, respectively.

During the Track Record Period, we primarily procured equipment used for provision
of our operating lease services, construction, manufacturing and engineering and technical
services. Our major suppliers primarily include equipment and materials manufacturers
and service providers.

For the years ended December 31, 2020, 2021 and 2022, procurement from our five
largest suppliers amounted to RMB5,143.8 million, RMB6,354.7 million and RMB2,019.1
million, respectively, representing 64.7%, 53.8% and 42.2%, of our total purchases for the
same periods, respectively. For the years ended December 31, 2020, 2021 and 2022,
procurement from our largest supplier amounted to RMB2,032.5 million, RMB1,950.7
million and RMB616.1 million, respectively, representing 25.6%, 16.5% and 12.9%, of our
total purchases for the same periods, respectively.

OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the [REDACTED] (without taking into account
any Shares which may be issued pursuant to the exercise of the [REDACTED]), Far East
Horizon will directly hold approximately [REDACTED]% of the total issued share capital
of our Company and will also be entitled to control the exercise of voting rights in respect
of the Shares held by Farsighted Wit Limited (representing approximately
[REDACTED]% of the total issued share capital of our Company) at our general meetings.
Therefore, Far East Horizon and Farsighted Wit Limited will constitute a group of our
Controlling Shareholders upon [REDACTED]. Our Directors are of the view that there is
clear business delineation between Far East Horizon Group and our Group. We focus on
equipment operation business, covering (i) operating lease services, (ii) engineering and
technical services, and (iii) platform and other services. We have been able to satisfy our
customers’ needs through our comprehensive and multi-dimensional services covering the
full cycle of projects. Far East Horizon Group (excluding our Group) mainly focuses on,
among others, financial leasing and advisory services. The business models, customer and
suppliers and underlying assets of Far East Horizon Group (excluding our Group) are
different and clearly delineated from those of our Group. Although our three non-executive
Directors, Mr. Kong Fanxing, Mr. Xu Huibin and Ms. Guo Lina, and one independent
non-executive Director, Mr. Liu Jialin, hold overlapping directorship or other positions in
Far East Horizon Group, our Directors are of the view that our Company and Far East
Horizon Group can be managed independently. For details of our Controlling
Shareholders, please see the section headed “Relationship with Controlling Shareholders”.
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CONNECTED TRANSACTIONS

Our Group has entered into and will continue to engage in certain transactions with
our connected persons, which will constitute continuing connected transactions upon
[REDACTED]. For details of our continuing connected transactions, please see the
section headed “Connected Transactions”.

The table set out below is a summary of our non-exempted continuing connected

transactions:
Annual cap for each of the years
Nature of transactions Waiver sought ending December 31,
2023 2024 2025
(RMB’000) (RMB’000) (RMB’000)
Office Seats Leasing Announcement 9,564 9,564 9,564
Agreement with Far requirement

East Horizon
Connected Persons

Construction and Announcement 10,054 376 75
Decoration Services requirement
Agreement with Far
East Horizon
Connected Persons

Material Procurement Announcement 165,600 165,600 165,600
Agreement with requirement
Shangyu Boteng

Financial Leasing Announcement and Direct leasing:
Agreement with Far independent 68,333 65,161 55,311
East Horizon Shareholders’ Sale-leaseback:
Connected Persons approval requirements 937,500 931,225 906,115

[REDACTED] AND [REDACTED]

Our [REDACTED] constitutes a [REDACTED] of our Company from Far East
Horizon (stock code: 3360) under Practice Note 15 of the Listing Rules. The proposal in
relation to the [REDACTED] has been submitted by Far East Horizon to the Stock
Exchange for approval pursuant to Practice Note 15 of the Listing Rules and the Stock
Exchange has confirmed that Far East Horizon may proceed with the [REDACTED]. Far
East Horizon considers that the [REDACTED] and [REDACTED] of our Group will be
commercially beneficial to Far East Horizon, our Company and our Shareholders as a
whole. For details, please see the section headed “History, Reorganization and Corporate
Structure—[REDACTED]”.



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

SUMMARY

The [REDACTED] will constitute a deemed disposal of the interest in a subsidiary
of Far East Horizon under the Listing Rules. As the highest applicable percentage ratio
under the Listing Rules for the [REDACTED] is expected to be more than 5% but less
than 25%, the [REDACTED] will constitute a discloseable transaction for Far East
Horizon under Chapter 14 of the Listing Rules and is subject to the reporting and
announcement requirements under the Listing Rules. The [REDACTED] will not be
subject to the shareholders’ approval of Far East Horizon.

In order to enable the [REDACTED] to participate in the [REDACTED] on a
preferential basis as to allocation only, subject to the Stock Exchange granting approval for
the [REDACTED] of, and permission to deal in, the Shares on the Main Board and such
approval not having been withdrawn and the [REDACTED] becoming unconditional, the
[REDACTED] are invited to apply for an aggregate of [REDACTED] in the
[REDACTED] as an [REDACTED)]. For details, please see the section headed “Structure
of the [REDACTED]—The [REDACTED]” in this [REDACTED]. The [REDACTED]
has been approved by the Board and our Directors have been advised that the
[REDACTED] will not conflict with or result in a breach of the Cayman Islands
Companies Act.

[REDACTED] INVESTMENTS

We introduced the [REDACTED] Investors through several rounds of
[REDACTED] Investments since our establishment. On March 27, 2020, the Shanghai
Horizon Construction Development Investors, who were ultimately its key employees
including management team members and key business personnel, agreed to make capital
contributions to Shanghai Horizon Construction Development in the aggregate amount of
RMB353,200,000. The [REDACTED] Investment enabled Shanghai Horizon
Construction Development to share its interests with the key employees, which helped
retain the key employees for continual operation and attract suitable personnel for further
development.

On December 19, 2020, Lanjin Limited, which is wholly owned by Mr. He Ziming,
agreed to subscribe for 607 Shares at a total consideration of US$9,153,835.71. Mr. He
Ziming is a non-executive Director of our Company, and a seasoned industry participant
with more than 15 years of experience and high reputation in the operating lease industry.
Our Directors believe that we have benefited from his relevant management experience,
industry knowledge, market insights and professional advice in such industry.

On April 16, 2021, (i) Xuzhou XCMG Huijin M&A Industry Fund (L.P.), (ii)
Zoomlion International Trading (H.K.) Co., Limited, (iii) GSPR Holdings Limited, (iv)
Zhejiang Dingli Machinery Co., Ltd., (v) LGMG International Limited, (vi) Terex
International Holdings 2 Limited and (vii) Thrive Accomplish Limited agreed to subscribe
for an aggregate of 6,651 Shares at a total consideration of US$204,910,326.45. The
[REDACTED] Investors include leading industrial enterprises and renowned institutional
investors. The [REDACTED] Investment demonstrated their confidence in the operations
of our Group, assisted us in broadening our Shareholder base, and replenished the capital
and improved the capital structure of our Company.

For details of the [REDACTED] Investments, please see the section headed “History,
Reorganization and Corporate Structure—[REDACTED] Investments”.

— 10 =
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SUMMARY OF FINANCIAL INFORMATION
Selected items of consolidated statements of profit or loss

For the year ended December 31,
2020 2021 2022
RMB’000 RMB’000 RMB’000

Revenue 3,663,595 6,141,168 7,877,646
Cost of sales (2,015,234)  (3,295,231) (4,744,640)
Gross profit 1,648,361 2,845,937 3,133,006
Profit before tax 641,507 902,499 893,804
Profit for the year 493,362 709,638 666,562

Profit attributable to:

Owners of the parent 448,373 709,638 666,562
Non-controlling interests 44,989 - -
493,362 709,638 666,562

Other comprehensive income that may be

reclassified to profit or loss in

subsequent periods - - (2,288)
Total comprehensive income

attributable to:

Owners of the parent 448,373 709,638 664,274
Non-controlling interests 44,989 - -
493,362 709,638 664,274

Non-HKFRS measures™

Profit for the year 493,362 709,638 666,562
Less:
Bank interest income 3,550 9,245 11,391
Loan interest income 13,903 - -
Add:
Income tax expenses 148,145 192,861 227,242
Finance costs 303,984 650,318 924,818
Depreciation of property, plant and

equipment 773,801 1,577,373 2,194,927
Depreciation of right-of-use assets 182,163 75,263 77,700
Amortization of other intangible assets 726 805 814
EBITDA 1,884,728 3,197,013 4,080,672

—11 -
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For the year ended December 31,
2020 2021 2022
RMB’000 RMB’000 RMB’000

Profit for the year 493,362 709,638 666,562
Less:
Foreign exchange gains from redemption

liabilities on ordinary shares and from

interest payables on redemption

liabilities on ordinary shares - 20,509 -
Add:
Foreign exchange losses from redemption

liabilities on ordinary shares and from

interest payables on redemption

liabilities on ordinary shares - - 129,801
Interest on redemption liabilities on

ordinary shares - 63,968 108,061
Adjusted net profit 493,362 753,097 904,424
Note:
1. To supplement our consolidated results which are prepared and presented in accordance with HKFRS, we use

EBITDA and adjusted net profit as additional financial measures, which are not required by, or presented in
accordance with, HKFRS. EBITDA is defined as profit for the year adjusted by deducting bank interest income
and loan interest income, then adding back income tax expenses, finance costs, depreciation of property, plant
and equipment, depreciation of right-of-use assets and amortization of other intangible assets. We define
adjusted net profit as profit for the year adjusted for items which are non-recurring or extraordinary, including
foreign exchange losses/gains from redemption liabilities on ordinary shares and from interest payables on
redemption liabilities on ordinary shares, and interest on redemption liabilities on ordinary shares, which arose
from the recipients of proceeds of our [REDACTED] Investments in 2021. Such exchange losses/gains and
interest expenses will not recur after the [REDACTED] as upon the [REDACTED], the redemption liabilities
on ordinary shares will be reclassified as equity. We believe that such non-HKFRS measures facilitate
comparisons of operating performance by eliminating the potential impact of certain non-cash items. The use
of such non-HKFRS measures has limitations as an analytical tool, and you should not consider them in
isolation from, as a substitute for, analysis of, or superior to, our results of operations or financial conditions
as reported under HKFRS. In addition, such non-HKFRS financial measures may be defined differently by
other companies, and may not be comparable to other similarly titled measures used by other companies. Our
presentation of such non-HKFRS measures should not be construed as an implication that our future results
will be unaffected by unusual items. Our EBITDA margin for the years ended December 31, 2020, 2021 and
2022 was 51.4%, 52.1%, and 51.8%, respectively.

— 12 -
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Our revenue continued to increase during the Track Record Period, reflecting our

business growth.
Selected items of consolidated statements of financial position

As of December 31,
2020 2021 2022
RMB’000 RMB’000 RMB’000

Non-current assets 11,217,599 18,988,430 19,951,849
Current assets 4,421,604 7,972,176 10,339,945
Current liabilities 4,693,941 7,990,176 8,190,967
Non-current liabilities 5,643,513 12,959,469 15,425,592
Net current (liabilities)/assets (272,337) (18,000) 2,148,978
EQUITY

Equity attributable to owners of

the parent

Share capital 327 370 370
Reserves 5,300,996 6,010,591 6,674,865
Net assets 5,301,323 6,010,961 6,675,235
Non-controlling interests 426 - -
Total equity 5,301,749 6,010,961 6,675,235

— 13 -
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We recorded net current assets of RMB2,149.0 million as of December 31, 2022, as
compared to net current liabilities of RMB18.0 million as of December 31, 2021, which
was because the increase in our total current assets outpaced the increase in our total
current liabilities, primarily due to (i) an increase in cash and cash equivalents; (ii) an
increase in debt investments at FVOCI mainly attributable to an increase in payments from
customers through bank bills and commercial bills; and (iii) a decrease in other payables
and accruals mainly attributable to a decrease in advanced lease payments and a decrease
in contract liabilities, both of which were mainly attributable to our adjusted credit policy
to grant credit terms (instead of requiring prepayments) to certain major customers to
secure more orders, and a decrease in other tax payables. This was partially offset by an
increase in interest-bearing bank and other borrowings to support our business expansion.

Our net current liabilities decreased from RMB272.3 million as of December 31,
2020 to RMB18.0 million as of December 31, 2021, which was because the increase in our
total current assets outpaced the increase in our total current liabilities, mainly reflecting
our efforts to strategically increase the proportion of long-term debt financing to optimize
our financing structure and mitigate the maturity mismatches between assets and
liabilities. In addition, the increase in our total current assets was mainly due to (i) an
increase in trade receivables mainly attributable to increases in our revenue and business
scale as a result of our business expansion; (ii) an increase in prepayments, other
receivables and other assets mainly attributable to an increase in deductible input value
added tax as a result of our equipment procurement to support the expansion of our
operating lease services. The increase in our total current liabilities was mainly due to an
increase in interest-bearing bank and other borrowings to support our business expansion.

For details, see the section headed “Financial Information—Net Current
Liabilities/Assets” in this [REDACTED].

Although we had net current liabilities as of December 31, 2020 and 2021, our
Directors are of the opinion, and the Joint Sponsors concur, that we have sufficient
working capital to meet our present and future cash requirements for at least the next 12
months from the date of publication of this [REDACTED], taking into account our cash
flow generated from operating activities, bank borrowings and available banking facilities
and the [REDACTED] from the [REDACTED].

In order to mitigate liquidity risks, we make reasonable use of financial leverage and
closely monitor our asset-liability ratio to prevent potential liquidity risks. We also pay
specific attention to mismatch of long-term and short-term indebtedness and managing
liquidity risk through increasing the proportion of long-term debt financing. We aim to
optimize our financing structure by using more interest-bearing bank loans and other
long-term financing methods to replace short-term liabilities, so as to mitigate the maturity
mismatches between assets and liabilities.

—14 -
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We will further enhance our working capital management efficiency and continue to
closely monitor our cash flows and financial position on a regular basis to ensure that our
cash flows remain at a healthy level and adjust the amount of our indebtedness as
appropriate. Specifically, we will formulate annual and monthly budgets and cash flow
projections, which will be approved by our chief financial officer, in order to plan and
monitor our cash flows. Our chief financial officer will also be responsible for reviewing
regularly our liquidity and cash flows and reporting to our Board, if necessary, on our
working capital management. In addition, we will continue to closely monitor our liquidity
position to ensure that it is in line with our business operations and expansion needs. We
will also manage the level of our cash and liquid assets to ensure the availability of
sufficient cash flows to meet any planned or unexpected cash requirements arising from
our operations. We will continue to assess the availability of resources for financing our
business needs on an ongoing basis.

Selected items of consolidated statements of cash flow

For the year ended December 31,

2020 2021 2022
RMB’000 RMB’000 RMB’000
Operating cash flows before
movements in working capital‘" 1,946,959 3,299,002 4,291,011
Changes in working capital(z) (782,132) (647,921) (1,146,967)
Tax paid (137,522) (201,707) (321,217)
Net cash generated from operating
activities 1,027,305 2,449,374 2,822,827
Net cash used in investing activities (6,690,791) (10,470,801) (3,462,671)
Net cash generated from financing
activities 5,807,677 8,370,277 2,285,788
Net increase in cash and cash
equivalents 144,191 348,850 1,645,944
Cash and cash equivalents at the
beginning of the year 22,781 165,830 506,991
Effects of foreign exchange rate
changes, net (1,142) (7,689) 6,390
Cash and cash equivalents at the
end of the year 165,830 506,991 2,159,325

— 15 -
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Notes:

1. Our operating cash flows before movements in working capital is the total sum of the Group’s profit before
tax, with adjustments made (including adjustments for finance costs, loan interest income, gain on disposal of
items of property, plant and equipment, (gain)/loss on disposal of subsidiaries, loss on scrapped and physical
items of property, plant and equipment, write-down/(reversal) of inventories to net realizable value,
impairment of property, plant and equipment, impairment of right-of-use assets, ECLs of financial and contract
assets, net, depreciation of property, plant and equipment, depreciation of right-of-use assets, amortization of
other intangible assets, deferred revenue and exchange (gain)/loss).

2. Our changes in working capital are the total sum of the Group’s decrease/(increase) in inventories, increase
in trade receivables, increase in debt investments at fair value through other comprehensive income,
decrease/(increase) in prepayments, other receivables and other assets, increase in contract assets, increase in
restricted balances, increase/(decrease) in trade and bills payables, increase in other payables and accruals, and
increase in deferred revenue.

Our cash and cash equivalents increased from RMB165.8 million as of December 31,
2020 to RMBS507.0 million as of December 31, 2021, primarily due to (i) net cash
generated from financing activities of RMBS,370.3 million; and (ii) net cash generated
from operating activities of RMB2,449.4 million. This was partially offset by net cash used
in investing activities of RMB10,470.8 million. See “Financial Information—Liquidity
and Capital Resources—Cash Flows” for more details. Our cash and cash equivalents
further increased to RMB2,159.3 million as of December 31, 2022, primarily due to (i) net
cash generated from operating activities of RMB2,822.8 million; and (ii) net cash
generated from financing activities of RMB2,285.8 million. This was partially offset by
net cash used in investing activities of RMB3,462.7 million.

SUMMARY OF KEY FINANCIAL RATIOS

The following table set forth our key financial ratios as of the dates or for the years

indicated.
As of/For the year ended December 31,
2020 2021 2022

Return on equity‘" 17.8% 12.5% 10.5%
Return on assets® 4.0% 3.3% 2.3%
Gearing ratio” 59.1% 74.1% 74.1%
Interest coverage™® 3.05 2.37 1.95
Gross profit margin®>’ 45.0% 46.3% 39.8%
EBITDA margin‘® 51.4% 52.1% 51.8%

—16 —
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Notes:

(1) Our return on equity is calculated as the profit for the year divided by the average balance of total equity
at the beginning and the end of that year and multiplied by 100%.

(2)  Our return on assets is calculated as profit for the year divided by the average balance of total assets
at the beginning and the end of that year and multiplied by 100%.

(3)  Our gearing ratio is calculated as dividing net debt by total equity as of the same date plus net debt and
multiplied by 100%. Net debt includes interest-bearing bank and other borrowings less cash and cash
equivalents. Our gearing ratio increased from 59.1% as of December 31, 2020 to 74.1% as of December
31, 2021, primarily due to an increase in bank and other borrowings (including interest on redemption
liabilities on ordinary shares, which arose from the recipients of proceeds of our [REDACTED]
Investments in 2021).

(4)  Our interest coverage is calculated as profit before interest and tax for the year divided by the finance
costs for the year.

(5)  Gross profit margin is calculated based on gross profit for the year divided by revenue for the year and
multiplied by 100%.

(6) EBITDA margin, a non-HKFRS measure, is calculated based on EBITDA for the year divided by
revenue for the year and multiplied by 100%.

For details, see the section headed “Financial Information—Key Financial Ratios” in
this [REDACTED].

SUMMARY OF MATERIAL RISK FACTORS

Our operations involve certain risks, some of which are beyond our control. Some of
the risks generally associated with our business and industry include: (i) any economic
slowdown or decrease in general economic activities may result in weakness and volatility
in our end markets and adversely affect on our business, results of operations, financial
condition, and prospects; (ii) significant fluctuations in the rental prices of leased
equipment may adversely affect our business; (iii) our performance is subject to
seasonality; (iv) our operating lease services depends on whether we can maintain or
increase the utilization rate of our equipment, and we may not be able to lease our
equipment on favorable terms; (v) fierce competition of the equipment operation service
industry may adversely affect our business and financial condition and we may not be able
to compete successfully against existing and new competitors; and (vi) we may not be able
to maintain, expand or optimize our nationwide service outlet network.

These risks are not the only significant risks that may affect the value of our Shares.
You should carefully consider all of the information set forth in this [REDACTED] and,
in particular, should evaluate the specific risks set forth in “Risk Factors” in deciding
whether to invest in our Shares.
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[REDACTED] STATISTICS

The statistics in the following table are based on the assumptions that: (i) the
[REDACTED] is completed and [REDACTED] Shares are issued and sold in the
[REDACTED]; (ii) the [REDACTED] is not exercised; and (iii) [REDACTED] Shares
are issued and outstanding upon completion of the [REDACTED].

Based on an Based on an
[REDACTED] of [REDACTED] of
HK$[REDACTED] HKS$[REDACTED]
per [REDACTED] per [REDACTED]

Market capitalization of our Shares‘"” HKS$[REDACTED] HKS$[REDACTED]
Unaudited pro forma adjusted net tangible

asset value per Share® HK$[REDACTED] HKS$[REDACTED]
Notes:

(1)  The calculation is based on [REDACTED] Shares expected to be in issue immediately upon the
completion of the [REDACTED].

(2)  The unaudited pro forma adjusted net tangible asset value per Share is calculated after making the
adjustments referred to in “Unaudited Pro Forma Financial Information” in Appendix II to this
[REDACTED].

DIVIDENDS

No dividends have been paid or declared by our Company during the Track Record
Period. Shanghai Horizon Construction Development declared dividends of RMB14.3
million to one of our non-controlling equity shareholders in 2019, which was settled in
cash in 2020. Our Board may declare dividends in the future after taking into account our
results of operations, financial condition, cash requirements and availability and other
factors as it may deem relevant at such time. Any declaration and payment as well as the
amount of dividends will be subject to our constitutional documents and Cayman
Companies Law. In addition, our Directors may from time to time pay such interim
dividends on shares outstanding of our Company and authorize payment of the same out
of the funds of our Company lawfully available. Our future declarations of dividends may
or may not reflect our historical declarations of dividends and will be at the discretion of
our Board.

[REDACTED]

We estimate the [REDACTED] of the [REDACTED] which we will receive,
assuming an [REDACTED] of HK$[REDACTED] per [REDACTED] (being the
mid-point of the [REDACTED] stated in this [REDACTED]), will be approximately
HKS$[REDACTED], after deduction of [REDACTED] fees and [REDACTED] and
estimated expenses payable by us in connection with the [REDACTED] and assuming the
[REDACTED] is not exercised.
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Assuming the [REDACTED] is fixed at HK${REDACTED] per [REDACTED]
(being the mid-point of the [REDACTED] stated in this [REDACTED]), we intend to use
the [REDACTED] of the [REDACTED] for the following purposes.

. approximately [REDACTED]%, or HK$[REDACTED], will be used to
strategically expand our service outlet network to enhance our service
capabilities;

. approximately [REDACTED]%, or HK$[REDACTED], will be used to
optimize our equipment portfolio;

. approximately [REDACTED]%, or HK$[REDACTED], will be used to
enhance our one-stop solution capabilities;

. approximately [REDACTED]%, or HK$[REDACTED], will be used to
enhance our operational efficiency through digitalization upgrade; and

. approximately [REDACTED]%, or HK$[REDACTED], will be used for our
working capital and general corporate purposes.

To the extent that the [REDACTED] are not immediately applied to the above
purposes or if we are unable to effect any part of our future development plans as
envisaged, we intend to hold such funds in short-term demand deposits with licensed banks
in Hong Kong and/or the PRC for so long as it is deemed to be in the interests of our
Company and our Shareholders as a whole.

[REDACTED]

[REDACTED] to be borne by us are estimated to be approximately
RMB[REDACTED)] (including [REDACTED]) and assuming the [REDACTED] is not
exercised. This constitutes around [REDACTED]|% of the [REDACTED] from the
[REDACTED], which includes [REDACTED]-related expenses (including but not
limited to [REDACTED] and fees) of RMB[REDACTED] and non-[REDACTED]-
related expenses of RMB[REDACTED] (which includes fees and expenses for legal
advisors and accountants of RMB[REDACTED] and other expenses of
RMB[REDACTED]). For the year ended December 31, 2020, 2021 and 2022,
approximately RMB[REDACTED], RMB[REDACTED] and RMB[REDACTED],
respectively, were charged to our consolidated statements of profit or loss as
administrative expenses. After December 31, 2022, approximately RMB[REDACTED] is
expected to be charged to our consolidated statements of profit or loss, and approximately
RMB[REDACTED)] is expected to be accounted for as a deduction from equity upon the
[REDACTED]. The [REDACTED] above are the latest practicable estimate for reference
only, and the actual amount may differ from this estimate.
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EFFECTS OF THE COVID-19 PANDEMIC

The outbreak of COVID-19 in China in the first quarter of 2020 and resurgence of
COVID-19 cases in certain major cities across China throughout 2022 have led to the
imposition of various pandemic mitigation measures by the PRC Government, including
lockdown, suspension of construction work, travel bans and strict social distancing and
quarantine measures. As a result, most of our business operations were adversely affected
during the relevant periods and we temporarily closed some of our service outlets as we
were unable to carry a large portion of our operating lease services and engineering and
technical services as planned. Whilst the duration of the official restrictions on
construction varied across cities in the PRC due to the differences in local rules and
regulations, our customers from our operating leases services segment and engineering and
technical services segment requested for a halt in the provision of engineering services for
about 45 days in the first quarter of 2020 and/or a suspension of our operating leases with
them in the first quarter of 2020 and from time to time throughout 2022. Save for our
customers with aerial work platform operating leases, as most of them requested for a
suspension for about one month. We had also given some discounts to certain customers.
Despite such effects, due to the long-term nature of such construction projects undertaken
by our customers, and the relatively short period of business suspension, our Directors
confirm that there had not been any major termination of contracts or material delays in
relation to the equipments or services provided by us. Moreover, we benefited from
government relief of social security payments for employment support relating to the
COVID-19 pandemic amounted to approximately RMB27.9 million in 2020. China began
to modify its zero-COVID policy in late 2022, and most of the travel restrictions and
quarantine requirements were lifted in December 2022. With the bounce back of China’s
economy, our business operations has resumed to normal. For details, see
“Business—Effects of the COVID-19 Pandemic—Effects of the COVID-19 Outbreak on
Our Business Operations”.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

We seized the massive opportunities of major infrastructure upgrades with
comprehensive, multi-dimensional, and full-cycle service capabilities. With the continuous
expansion in our geographical coverage in China and customer base, our operating scale
has further expanded and our operational efficiency has been further enhanced. Based on
our unaudited management accounts, subsequent to the Track Record Period, our Group
has experienced promising financial performance growth, and our business has remained
positive. This also supported our continuous efforts to increasing our service outlet
network and volume of equipment for our operating leases services. To the best of our
knowledge, since December 31, 2022 (being the date on which the latest consolidated
financial information of our Group was prepared) and up to the date of this
[REDACTED], there has been no material adverse change in our business operations, the
business environment in which we operate, as well as our financial or trading position,
indebtedness, mortgage, contingent liabilities, guarantees or prospects.
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Recent Regulatory Developments
Cybersecurity

On November 14, 2021, the Cyberspace Administration of China (the “CAC”)
released the “Regulations on Network Data Security Management (Draft for Comment)”
(the “Draft Regulations”) ( (HHAAEIELAEIGHI(ECORE RA)) ). The Draft
Regulations, among other things, stipulates that (i) data processing operators which
possess personal information of more than one million individuals seeking a listing in a
foreign country, and (ii) data processing operators seeking a listing in Hong Kong that
affect or may affect national security, must apply for a cybersecurity review.

On January 4, 2022, the CAC, together with 12 other relevant PRC government
authorities, promulgated the amended “Cybersecurity Review Measures” ( (4% % 28 #&
#EE) ), which came into effect on February 15, 2022 and repeals the previous version
promulgated on April 13, 2020. The amended Cybersecurity Review Measures (the
“Measures”) provide cybersecurity review requirements on (i) critical information
infrastructure operators (“CIIOs”) purchasing network products and services that affect or
may affect national security, (ii) online platform operators carrying out data processing
activities that affect or may affect national security, and (iii) online platform operators
possessing personal information of more than one million users seeking a listing in a

foreign country.

The “Protection Regulations on the Critical Information Infrastructure” ( {B#{5 5
B L AR ERRB]) ) (the “Protection Regulations™”), which were promulgated by
the State Council and became effective on September 1, 2021, provide that protection work
departments are responsible for organizing the identification of critical information
infrastructure (““CII”’) within their industries and sectors and notifying operators about the
identification results. As of the Latest Practicable Date, we have not received any
notification from protection work departments regarding our identification as a CIIO.
Given the fact that we have not been identified as a CIIO, as advised by our PRC Legal
Advisers, the obligation for CIIOs to proactively apply for cybersecurity review shall not
be applicable to us as of the Latest Practicable Date.

While the Measures provide no further explanation or interpretation for “listing in a
foreign country”, as advised by our PRC Legal Advisers, given the fact that, as of the
Latest Practicable Date, we had processed personal information of less than 200,000
persons (which was significantly less than the “one million” threshold), as well as the
differentiation made by Article 13 of the Draft Regulations which clarifies that “listing in
a foreign country” does not include “listing in Hong Kong”, the obligations under the
Measures to proactively apply for cybersecurity review by an online platform operator
seeking listing in a foreign country shall not be applicable to our [REDACTED] in Hong
Kong.
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The Draft Regulations provide no further explanation or interpretation of “affect or
may affect national security.” In addition, there remain uncertainties with respect to the
interpretation and applicability of the criteria for determining the risks that “affect or may
affect national security” based on the risk factors set out in Article 10 of the Measures. Due
to the lack of further clarifications or detailed rules and regulations, there are uncertainties
on how to determine whether a proposed listing by a company like us in Hong Kong affects
or may affect national security or not, the PRC government authorities may have discretion
in the interpretation and enforcement of these measures and regulations. We cannot
preclude the possibility that we may need to conduct cybersecurity review. See
“Business—Cybersecurity and Privacy.”

As of the Latest Practicable Date, the Draft Regulations have not been formally
adopted, the final version of the Draft Regulations had not been issued and their
anticipated adoption or effective date is subject to changes. As advised by our PRC Legal
Advisers, if the Draft Regulations become effective in the current form, we do not foresee
any material impediments for us to comply with the Draft Regulations in all material
respects, on the basis that (i) as of the Latest Practicable Date, we have not been subject
to any material administrative penalties, mandatory rectifications, or other sanctions by
any competent regulatory authorities in relation to cybersecurity, data and personal
information protection, nor have we been subject to or involved in any investigations, or
received any inquiry, examination, warning, interview, or similar notice in such respect by
any competent regulatory authorities; (ii) as of the Latest Practicable Date, there has been
no material cybersecurity, data and personal information protection incident or
infringement upon any third parties, or other administrative or legal proceedings, pending
or, to the best of our knowledge, threatened against or relating to us; (iii) we have taken
appropriate and necessary control mechanisms in our cybersecurity, data and personal
information risk management processes, including without limitation, access control,
encryption, backup, and emergency response mechanism and measures; and (iv) we will
closely monitor the legislative and regulatory development in cybersecurity, data and
personal information protection, and we will implement, maintain and continually improve
our compliance practices to comply with regulatory and legal requirements in such
respects, including, among others, the Draft Regulations, if implemented in their current
form. Base on the foregoing and the fact that we have not received any objection to the
[REDACTED] from relevant regulatory authorities, nor have we been involved in any
investigation, official inquiry, examination, warning, or similar notice in such respect as
of the Latest Practicable Date, our Directors are of the view that the Draft Regulations
would not have an adverse and material impact on the [REDACTED], assuming the Draft
Regulations are implemented in the current form.
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OVERSEAS OFFERING AND LISTING

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of
the Overseas Securities Offering and Listing by Domestic Enterprises ( (3% A {355 7%
TR A E i B E AT HFE) ) (the “Overseas Listing Trial Measures”) and relevant five
guidelines, which will become effective on March 31, 2023. According to the Overseas
Listing Trial Measures, PRC domestic enterprises that seek to offer and list securities in
overseas markets, either in direct or indirect means (“Overseas Offering and Listing”), are
required to fulfill the filing procedure with the CSRC and submit filing reports, legal
opinions and other relevant documents. Specifically, following the principle of substance
over form, if an issuer meets both of the following criteria, its overseas offering and listing
will be deemed as indirect Overseas Offering and Listing by a PRC domestic enterprise:
(1) 50% or more of any of the issuer’s operating revenue, total profit, total assets or net
assets as documented in its audited consolidated financial statements for the most recent
fiscal year is accounted for by domestic companies; and (ii) the main parts of the issuer’s
business activities are conducted in mainland China, or its main place(s) of business are
located in mainland China, or the majority of senior management staff in charge of its
business operations and management are PRC citizens or have their usual place(s) of
residence located in mainland China. The Overseas Listing Trial Measures also requires
subsequent reports to be submitted to the CSRC on material events, such as change of
control or voluntary or forced delisting of the issuer(s) who have completed overseas
offerings and listings. For more details, please refer to “Regulatory Overview—Overseas
Offering and Listing”.

According to the Notice on Arrangements for Record Filing Administration of
Overseas Offering and Listing of Domestic Enterprises and the relevant replies to
questions by the CSRC officials which are both promulgated with the Overseas Listing
Trial Measures simultaneously, (i) where, before March 31, 2023 (i.e. the effective date of
the Overseas Listing Trial Measures), the PRC domestic enterprise’s application for its
indirect Overseas Offering and Listing has been approved by the overseas regulatory
authorities or overseas stock exchanges (for example, a hearing has been passed by the
Stock Exchange) but has not completed indirect Overseas Offering and Listing, a
six-month transition period from March 31, 2023 (the “Transition Period”) shall be
allowed: if the PRC domestic enterprise does not need to re-perform the regulatory
procedures for offering and listing with the overseas regulatory authorities or overseas
stock exchanges and the PRC domestic enterprise completes the Overseas Offering and
Listing within the Transition Period, it will not be required to file with CSRC for this
Overseas Offering and Listing; if the PRC domestic enterprise needs to re-perform the
regulatory procedures for offering and listing with the overseas regulatory authorities or
overseas stock exchanges (for example, a new hearing required by the Stock Exchange) or
fail to complete Overseas Offering and Listing within the Transition Period, they shall file
with the CSRC for this Overseas Offering and Listing; (ii) the PRC domestic enterprise
which has submitted a valid application for Overseas Offering and Listing but has not yet
obtained the consent of the overseas regulatory authorities or the overseas stock exchange
before March 31, 2023 may make a reasonable time for submitting the filing application
to the CSRC and shall complete the filing prior to its Overseas Offering and Listing.
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Our PRC Legal Advisers are of the view that the [REDACTED] shall be deemed as
an [REDACTED]. If we can pass the hearing of the Stock Exchange on or before March
31, 2023 while no re-hearing is required by the Stock Exchange and the [REDACTED]
can be completed on or before 30 September 2023, we will not be required to file with the
CSRC with respect to the [REDACTED]. If we cannot pass the hearing of the Stock
Exchange on or before March 31, 2023, or if we pass the hearing of the Stock Exchange
on or before March 31, 2023 but a re-hearing is required afterwards or we fail to complete
the [REDACTED] on or before September 30, 2023, we will need to make the filing with
the CSRC with respect to the [REDACTED]. In any event, we will perform the reporting
obligations to the CSRC in the event of occurrence of material events after the
[REDACTED] as required. For more details, please refer to “Risk Factors—The approval
of the CSRC or other governmental authorities may be required in connection with the
[REDACTED], and, if required, we cannot predict whether we will be able to obtain such
approval”.
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In this [REDACTED], unless the context otherwise requires, the following
terms shall have the meanings set out below. Certain other terms are explained in
the section headed “Glossary of Technical Terms” in this [REDACTED].

“AFRC” the Accounting and Financial Reporting Council
[REDACTED]
“Articles of Association” or the articles of association of our Company, as
“Articles” amended, which shall become effective on the

[REDACTED], a summary of which is set out in
“Appendix III—Summary of the Constitution of our

Company and Cayman Companies Law” to this
[REDACTED];

“ASEAN” the Association of Southeast Asian Nations;

“associate(s)” has the meaning ascribed to it under the Listing
Rules;

[REDACTED]

“Audit Committee” the audit committee of the Board;

[REDACTED]
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[REDACTED]
“Board” or “Board of the board of Directors of our Company;
Directors”

“Business Day” a day on which banks in Hong Kong are generally
open for business to the public and which is not a
Saturday, Sunday or public holiday in Hong Kong;

“BVI” the British Virgin Islands;

“Cayman Islands Companies the Companies Act, Cap. 22 (Law 3 of 1961, as
Act” or “Companies Act” consolidated and revised) of the Cayman Islands;

[REDACTED]
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“China” or the “PRC”

“close associate(s)”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

9

“Company”, “our Company” or
“the Company”

“connected person(s)”

“Controlling Shareholders”

“core connected person(s)”

“Corporate Governance Code”

“CSRC”

[REDACTED]

the People’s Republic of China, but for the purposes
of this [REDACTED] and for geographical reference
only (unless otherwise indicated), excluding Hong
Kong, the Macau Special Administrative Region of
the People’s Republic of China and Taiwan;

has the meaning ascribed to it under the Listing
Rules;

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

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

Horizon Construction Development Limited (715 &
XA PR F]), an exempted company incorporated
with limited liability in the Cayman Islands on
September 28, 2020;

has the meaning ascribed to it under the Listing
Rules;

has the meaning ascribed thereto in the Listing Rules
and unless the context requires otherwise, refers to
Far East Horizon and Farsighted Wit Limited;

has the meaning ascribed to it under the Listing
Rules;

the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules;

China Securities Regulatory Commission (H[3#53
EREMZE HE), a regulatory body responsible for
the supervision and regulation of the Chinese national
securities markets;
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“Director(s)” or “our the director(s) of our Company;
Director(s)”

“EIT” the PRC Enterprise Income Tax;

“EIT Law” the PRC Enterprise Income Tax Law (H#E A RILFI
B ZEPT 13 FLE) enacted by the NPC;

“Exchange Participant(s)” a person: (a) who, in accordance with the Listing
Rules, may trade on or through the Stock Exchange;
and (b) whose name is entered in a list, register or roll
kept by the Stock Exchange as a person who may
trade on or through the Stock Exchange;

“Extreme Conditions” extreme conditions caused by a super typhoon as
announced by the government of Hong Kong;

“Far East Horizon” Far East Horizon Limited (¥ Z{EARAH]), a
company incorporated in Hong Kong with limited
liability on May 15, 2008 and listed on the Main
Board of the Stock Exchange (stock code: 3360) since
March 2011, one of our Controlling Shareholders;

“Far East Horizon Group” Far East Horizon and its subsidiaries (excluding our
Group);

“Far East Horizon Share(s)” share(s) of Far East Horizon;

“Far East Horizon holder(s) of the Far East Horizon Share(s);

Shareholder(s)”

“Frost & Sullivan” or “F&S” Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.,
an independent market research and consulting
company;

“F&S Report” the independent industry report prepared by Frost &
Sullivan;

“GDP” gross domestic product;
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LR I3

“Group”, “our Group”,

LT3

“the Group”, “we”, “us” or

113 E3]

our

“Guangzhou Hongtu

>

Equipment & Engineering’

“HKFRS”

“HKICPA”

“Hong Kong” or “HK”

“Hong Kong dollar(s)”,
“HK dollars” or “HK$”

[REDACTED]

our Company and our subsidiaries at the relevant
time, or where the context refers to any time prior to
our Company becoming the holding company of its
present subsidiaries, the present subsidiaries of our
Company and the business carried on by such
subsidiaries or, as the case may be, the predecessors;

Guangzhou Hongtu Equipment & Engineering Co.,
Ltd.*  (BEINZEBMH TRABRATR), a  company
established in the PRC on March 23, 2015 with
limited liability and a wholly-owned subsidiary of our
Company as of the Latest Practicable Date;

Standard(s)
(including HKASs and Interpretation) issued by the

Hong Kong Financial Reporting
Hong Kong Institute of Certified Public Accountants;

Hong Kong Institute of Certified Public Accountants;

[REDACTED]

the Hong Kong Special Administrative Region of the
PRC;

Hong Kong dollars, the lawful currency of Hong
Kong;
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[REDACTED]

“Hong Kong Stock Exchange” The Stock Exchange of Hong Kong Limited;
or “Stock Exchange”

“Hong Kong Takeovers Code” The Codes on Takeovers and Mergers and Share

or “Takeovers Code” Buy-backs issued by the SFC, as amended,
supplemented or otherwise modified from time to
time;
[REDACTED]

— 30 =



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

DEFINITIONS

“Horizon Construction (HK)”

“IFEFL”

“Independent Third Party(ies)”

Horizon Construction (Hong Kong) Limited (Bl
B(EW)ARAA], formerly known as Jinsheng
Construction (Hong Kong) Limited (& &% (& Us)
AR/ F])), a company established in Hong Kong on
December 19, 2014 with limited liability and a
wholly-owned subsidiary of our Company as of the
Latest Practicable Date;

International Far Eastern Financial Leasing Co., Ltd.*
(R E B AP F]), a company established
in the PRC on September 13, 1991 with limited
liability and a wholly-owned subsidiary of Far East
Horizon as of the Latest Practicable Date;

any entity or person who is not a connected person of
our Company within the meaning ascribed to it under
the Listing Rules;

[REDACTED]
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[REDACTED]

“Lanjin Stone” Shanghai Lanjin Stone Decoration Co., Ltd.* (_FifEE
S A M EMABR/AT]), a company established in the
PRC on March 25, 1998 with limited liability and
wholly-owned by Mr. He Ziming, our non-executive
Director, as of the Latest Practicable Date;

“Latest Practicable Date” February 20, 2023, being the latest practicable date
for the purpose of ascertaining certain information
contained in this [REDACTED] prior to its
publication;

[REDACTED]

“Listing Committee” the listing committee of the Stock Exchange;

[REDACTED]
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“Listing Rules”

“M.$”

“M&A Rules”

“Main Board”

“MIIT”

“Ministry of Finance’

“MOFCOM”

“MOHRSS”

“NDRC”

“Nomination Committee”

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to
time;

Malaysian ringgit, the lawful currency of Malaysia;

Regulations on Mergers and Acquisitions of Domestic
Companies by Foreign Investors (B 4N & & Bf
W3RN FE M BLAE), which were jointly promulgated
by MOFCOM, the SASAC, the SAT, the State
Administration for Industry and Commerce of the
PRC, the CSRC, and the SAFE on August §, 2006,
and came into effect on September 8, 2006 and
subsequently amended on June 22, 2009, as amended,
supplemented or otherwise modified from time to
time;

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operated in parallel with the Growth
Enterprise Market of the Stock Exchange. For the
avoidance of doubt, the Main Board excludes the
Growth Enterprise Market;

the Ministry of Industry and Information Technology
of the PRC (¥ NI THA{E B ALIE);

the Ministry of Finance of the PRC (13 A\ [ ILAI[=H
FABCER);

the Ministry of Commerce of the PRC (H#E A [QILFN
B B H5E0) or its predecessor, the Ministry of Foreign
Trade and Economic Cooperation of the PRC (H13E A
RN BB SN 5 5 BE 5 VD)

the Ministry of Human Resources and Social Security

of the PRC (3 A\ R LA B A 7 G IR AAL & (R B 55) ;

the National Development and Reform Commission

of the PRC (3 A R LR B B R 38 AR & B ),

the nomination committee of the Board;
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[REDACTED]

“NPC” the National People’s Congress of the PRC (¥ A&
IR 4B N RACFRAE), the national legislative
body of the PRC;

[REDACTED]

“PBOC” the People’s Bank of China (B ARERTT), the
central bank of the PRC;
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“PRC Company Law”

“PRC Government”

“PRC Legal Advisers”

[REDACTED]

Company Law of the PRC ("1# A\ RALFNE A r] k),
as amended and adopted by the Standing Committee
of the Tenth National People’s Congress on October
27, 2005 and effective on January 1, 2006 and latest
amended on October 26, 2018 and effective on the
same date as amended, supplemented and otherwise
modified from time to time;

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

Tian Yuan Law Firm, our legal advisers as to PRC

laws;

[REDACTED]
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[REDACTED]
“Principal Share Registrar” Maples Fund Services (Cayman) Limited;
[REDACTED]
“Regulation S” Regulation S under the U.S. Securities Act;
“Reorganization” the corporate reorganization of our Group in

preparation for the [REDACTED], particulars of
which are set out in “History, Reorganization and
Corporate Structure” in this [REDACTED];

“RMB” or “Renminbi”’ the lawful currency of the PRC;
[REDACTED]

“Remuneration Committee” the remuneration committee of the Board;
[REDACTED]

“S$” Singapore dollars, the lawful currency of Singapore;

— 36 —



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

DEFINITIONS

“SAFE” the State Administration of Foreign Exchange of the
PRC (h#ENRICMBI ZKIMNEE L), the PRC
governmental agency responsible for matters relating
to foreign exchange administration;

“SAMR” the State Administration for Market Regulation (%
T3 B B AR ), formerly the State

Administration for Industry and Commerce of the
PRC (3 A\ RN B [ 58 T p 47 BUE BEAR ) )

“SASAC” the  State-owned  Assets Supervision  and
Administration Commission of the State Council ([

B Bt I A B PR B ),

“SAT” the State Administration of Taxation of the PRC ("3
N RSN 2 B 5 4R

“SFC” the Securities and Futures Commission of Hong
Kong;
“SFO” the Securities and Futures Ordinance (Chapter 571 of

the Laws of Hong Kong), as amended, supplemented
or otherwise modified from time to time;

“Shanghai Donghong Co., Ltd.” Shanghai Donghong Industrial Development Co.,
Ltd.* (B RBEVEERRARAR), a company
established in the PRC on April 28, 2006 with limited
liability and an indirectly wholly-owned subsidiary of
Far East Horizon as of the Latest Practicable Date,
and a connected person of our Company;

“Shanghai Hongjin Equipment Shanghai Hongjin Equipment & Engineering Co.,
& Engineering” Ltd.* (BB EERM TREARAR), a company
established in the PRC on August 2, 2013 with limited
liability and a wholly-owned subsidiary of our

Company as of the Latest Practicable Date;

“Shanghai Horizon Shanghai Horizon Construction Development Co.,
Construction Development”  Ltd.* (B EFEZFERAGHRAF), a company
established in the PRC on April 14, 2014 with limited
liability and a wholly-owned subsidiary of our

Company as of the Latest Practicable Date;
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“Shanghai Horizon Equipment  Shanghai Horizon Equipment & Engineering Co.,
& Engineering” Lid.*  (E@ZEGEHM TREARAR), a company
established in the PRC on July 13, 2011 with limited
liability and a wholly-owned subsidiary of our

Company as of the Latest Practicable Date;

“Share(s)” ordinary share(s) in the share capital of our Company
with a par value of US$0.00002 each;

“Shareholder(s)” holder(s) of our Share(s);
“SOEs” state-owned enterprises;
“Specified Territories” in respect of [REDACTED], such territory or

territories which the directors of Far East Horizon and
the Company consider it necessary or expedient to
exclude from the [REDACTED] on account of legal
restrictions under the laws of the relevant jurisdiction
or the requirements of the relevant regulatory body or
stock exchange in that jurisdiction;

[REDACTED]

“[REDACTED]” the separate [REDACTED] of our Shares on the
Main Board, by way of [REDACTED] (including the
[REDACTED]));
[REDACTED]

“State Council” the State Council of the PRC (P A K3 A0 =[5 1

Fi);

[REDACTED]
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“subsidiary(ies)”

“substantial shareholder(s)”

“Tianjin Horizon Construction
Development Leasing”

“Tianjin Horizon Equipment
Leasing”

“Tianjin Horizon Construction
Development Investment”

“Tianjin Liancheng”

“Tianjin Lianhong”

“Tianjin Lianzhi”

has the meaning ascribed to it under the Listing
Rules;

has the meaning ascribed to it under the Listing
Rules;

Tianjin Horizon Construction Development Leasing
Co., Ltd.* (REZEGFEEBHEARAF, formerly
known as Tianjin Horizon Construction Development
Co., Ltd.* (REZ(G &t B AH R/ A)), a company
established in the PRC on April 16, 2020 with limited
liability and a wholly-owned subsidiary of our
Company as of the Latest Practicable Date;

Tianjin Horizon Equipment Leasing Co., Ltd.* (K
T E AP/, a company established in
the PRC on July 27, 2012 with limited liability and a
wholly-owned subsidiary of our Company as of the

Latest Practicable Date;

Tianjin ~ Horizon  Construction = Development
Investment Co., Ltd.* (KiFEZEEERERERRAFA,
formerly known as Tianjin Jinsheng Industrial
Investment Co., Ltd.* (RIEBHBEEREHIRAA)),
a company established in the PRC on June 20, 2019
with limited liability and a wholly-owned subsidiary
of our Company as of the Latest Practicable Date;

Tianjin Liancheng Enterprise Management
Consulting Center (Limited Partnership)* (KB
EEE M P.LERAE)), a limited partnership
established in the PRC on March 23, 2020;

Tianjin Lianhong Enterprise Management Consulting
Center (Limited Partnership)* (KRB Z {25 H Gk
A HD (ARG %)), a limited partnership established
in the PRC on March 23, 2020;

Tianjin Lianzhi Enterprise Management Consulting
Center (Limited Partnership)* (RJ:BHE 4> 265 Gk
AL EBR A %)), a limited partnership established
in the PRC on March 23, 2020;
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“Track Record Period” the period comprising the three financial years ended
December 31, 2022;

[REDACTED]

“United States” or “U.S.” the United States of America, its territories, its
possessions and all areas subject to its jurisdiction;

“US$” or “U.S. dollars” United States dollars, the lawful currency of the
United States;

“U.S. persons” U.S. persons as defined in Regulation S;

“U.S. Securities Act” the U.S. Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder;

“VAT” value added tax;
[REDACTED]

“%” per cent.

* For identification purpose only

The English translation and/or transliteration of the names of PRC nationals,
entities, enterprises, government authorities, departments, facilities, certificates, titles,
laws and regulations included in this [REDACTED] is included for identification
purposes only. In the event of any inconsistency between the English translation and/or

transliteration and the Chinese versions, the Chinese versions shall prevail.
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In this [REDACTED], unless the context otherwise requires, explanations
and definitions of certain terms used in this [REDACTED] in connection with our
Group and our business shall have the meanings set out below. The terms and their
meanings may not always correspond to standard industry meaning or usage of
these terms.

“aerial work platform” the movable machinery equipment used for work
carried out at certain heights;

“average equipment service the number of units that one employee can supervise at
capacity per employee” the same time;

“CAGR” compound annual growth rate;

“ECL(s)” expected credit loss(es);

“excavation support system” the temporary support structure applied in the pit or

cofferdam to protect workers and equipment during the
underground or underwater construction process;

“formwork system” formwork and scaffolding system that can be used for
engineering construction support and enclosure above
the ground;

“HC support” a type of steel support system used in deep pit

construction, which is able to prestress, monitor the
pressure state of the support system on a 24/7 basis, as
well as provide compensation automatically;

“H-steel” a type of steel excavation support material used in
deep pit construction, which has good resistance to
bending and a cross section similar to capital H;

“IoT” internet of things, the network of physical objects that
are embedded with sensors, software, and other
technologies for the purpose of connecting and
exchanging data with other devices and systems over
the internet;
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“neo-excavation support
system”

“neo-formwork system”

“Pearl River Delta Region”

“re-rent”

“ringlock scaffold”

“Sq.m.”

“Yangtze River Delta Region”

mainly refers to steel support system mainly used for
underground or underwater construction to protect the
safety of workers and equipment;

mainly refers to ringlock scaffold used for engineering
construction support and enclosure above the ground,
which is used for temporary support and enclosure
protection when building the main structure;

the southern-central part of Guangdong Province with
dynamic activities in manufacturing, trade and tertiary
services;

the business model that equipment operation service
providers rent from vendors and then rent to
customers. Such rentals are accounted for as subleases;
a new type of support system, which can be applied in
the construction process for various construction
structures;

square meter(s);

the metropolis of Shanghai and the provinces of
Zhejiang, Jiangsu and Anhui.
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This [REDACTED] contains certain forward-looking statements and information
relating to us and our subsidiaries that are based on the beliefs of our management as well
as assumptions made by and information currently available to our management. When
used in this [REDACTED], the words “aim”, “anticipate”, “believe”, “could”, “expect”,
“going forward”, “intend”, “may”, “might”, “ought to”, “plan”, “potential”, “predict”,
“project”, “seek”, “should”, “will”, “would” and the negative of these words and other
similar expressions, as they relate to us or our management, are intended to identify
forward-looking statements. Such statements reflect the current views of our management
with respect to future events, operations, liquidity and capital resources, some of which
may not materialize or may change. These statements are subject to certain risks,
uncertainties and assumptions, including the other risk factors as described in this
[REDACTED]. You are strongly cautioned that reliance on any forward-looking
statements involves known and unknown risks and uncertainties. The risks and
uncertainties facing our company which could affect the accuracy of forward-looking
statements include, but are not limited to, the following:

. our operations and business prospects;

. future developments, trends and conditions in the industry and markets in which
we operate;

. our strategies, plans, objectives and goals and our ability to successfully
implement these strategies, plans, objectives and goals;

. our ability to continue to maintain our leadership position in the industry;
. our ability to control or reduce costs;

. cost, fluctuation in the price and availability of equipment purchased and spare
parts, components and accessories;

. general economic conditions;

. changes to regulatory and operating conditions in the industry and markets in
which we operate;

. our dividend policy;
. our capital expenditure plans;
. the amount and nature of, and potential for, future development of our business;

. capital market developments;
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. our future debt levels and capital needs;

. the competitive environment of the industry and markets in which we operate;

. the actions and developments of our competitors;

. certain statements in the sections headed “Business” and “Financial
Information” in this [REDACTED] with respect to trends in prices, operations,
margins, overall market trends, and risk management; and

. other statements in this [REDACTED] that are not historical facts.

By their nature, certain disclosures relating to these and other risks are only estimates
and should one or more of these uncertainties or risks materialize or should underlying
assumptions prove to be incorrect, our financial condition and actual results of operations
may be materially and adversely affected and may vary significantly from those estimated,
anticipated or projected, as well as from historical results.

Subject to the requirements of applicable laws, rules and regulations, we do not have
any and undertake no obligation to update or otherwise revise the forward-looking
statements in this [REDACTED], whether as a result of new information, future events or
otherwise. As a result of these and other risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this [REDACTED] might not
occur in the way we expect or at all. Accordingly, you should not place undue reliance on
any forward-looking information. Moreover, the inclusion of forward-looking statements
should not be regarded as representations by us that our plans and objectives will be
achieved or realized. All forward-looking statements in this [REDACTED] are qualified
by reference to the cautionary statements in this section.

In this [REDACTED], statements of or references to our intentions or those of our

Directors are made as of the date of this [REDACTED]. Any such information may change
in light of future developments.
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RISK FACTORS

An investment in our Shares involves various risks. You should carefully
consider the following information about risks, together with the other information
contained in this [REDACTED)], including our consolidated financial statement
and related notes, before you decide to purchase our Shares. If any of the
circumstances or events described below actually arises or occurs, our business,
results of operations, financial condition and prospects would likely suffer. In any
such case, the market price of our Shares could decline, and you may lose all or
part of your investment. This [REDACTED] also contains forward-looking
information that involves risks and uncertainties. Qur actual results could differ
materially from those anticipated in the forward-looking statements as a result of
many factors, including the risks described below and elsewhere in this
[REDACTED].

The most significant risks and uncertainties we face can be categorized into: (i) risks
relating to our business and industry; (ii) risks relating to conducting business in the PRC;
and (iii) risks relating to the [REDACTED] and the [REDACTED].

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Any economic slowdown or decrease in general economic activities may result in
weakness and volatility in our end markets and adversely affect our business, results
of operations, financial condition, and prospects.

Our equipment operation services are highly correlated with construction and
industrial activities, which are cyclical in nature and could be affected, to various extents,
by the macro economy. The nature, timing and extent of changes in industry-wide
conditions are unpredictable. Any economic slowdown or decrease in general economic
activities may result in a decline in construction and industrial activities, which may in
turn result in a downturn in activities in our industry. In the event of an industry downturn,
unfavorable economic and market conditions may lead to a decline in the demand for our
equipment operation services, and an increase in the possibility of our customers’ default,
which may, in turn, materially and adversely affect our business, financial condition, and
results of operations.

The following factors during an economic downturn, among others, may result in
weakness in our end markets, either temporarily or in the long term, which could in turn
materially and adversely affect our results of operations:

o a decrease in the demand of our customers for our services;

. an increase in the repair and maintenance costs of our equipment, costs of
construction materials or other raw materials, and labor costs;
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. suspension of some of our ongoing projects;

. an increase in default risks of our customers or counterparties;

. a decrease in expected levels of infrastructure spending;

. excess fleet in equipment production in the manufacturing industry;

. a lack of availability of credit facilities to us from financial institutions;

. volatility in interest rates of our credit facilities;

. inability to effectively execute our business plans and strategies; and

. public health crises and epidemics, such as COVID-19.

In addition, our business, financial condition and results of operations are subject to
the evolving macroeconomic policies in China, including monetary and industry policies.
If we fail to promptly respond to such policy changes, our business, results of operations,
financial condition, and prospects may be adversely affected.

Significant fluctuations in the rental prices of our equipment for lease may adversely
affect our business.

During the Track Record Period, we derived a large portion of revenue from our
operating lease services. For the years ended December 31, 2020, 2021 and 2022, revenue
derived from operating lease services amounted to RMB2,484.6 million, RMB4,463.3
million and RMBS5,189.9 million, respectively, accounting for 67.8%, 72.7% and 65.9% of
our revenue for the corresponding years, respectively. Our portfolio of leased assets
comprises various types of equipment. Significant fluctuations in the rental prices of such
leased equipment may adversely affect our operating lease services. Rental prices of
equipment used for lease are affected by, among others, overall purchase price, relevant
utilization rate, and market demand of such equipment. If there are significant fluctuations
in the rental prices of leased equipment, lessees’ demands for such equipment may drop
significantly, which could in turn lead to lower demands for our operating lease services.
In addition, if the lessee defaults on its payment obligations, we may have to locate
alternative customers, which could have a material adverse impact on our business, results
of operations, and financial condition.
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Our performance is subject to seasonality.

We experience seasonality in our business. As our operating lease services and
engineering and technical services are primarily performed on construction sites, our
services are affected by seasonal weather conditions. For example, in northern part of
China, we cannot conduct most of our operating lease services in the first quarter of the
year due to the extreme cold weather. Further, we may also experience seasonal fluctuation
in our revenue and operating income in the first quarter of the year as a result of the
Chinese New Year, which in turn, reduces the business activities and labor force in the
market. As such, any comparisons of our operating results between different periods within
a single financial year are not necessarily meaningful and cannot be relied on as indicators
of our performance. Our financial condition and results of operations for future periods
may continue to fluctuate, from time to time, due to seasonality.

Our operating lease services depends on whether we can maintain or increase the
utilization rate of our equipment, and we may not be able to lease our equipment on
favorable terms.

Our ability to maintain or increase the utilization rate of our equipment depends on
the overall development trend in the equipment operation service industry, as well as
competitive conditions at the time that the operating leases are entered into and expire. In
addition, our ability to maintain or increase the utilization rate of our equipment will be
affected by the maintenance, damage and operating history of the equipment. In the event
of any fluctuations in market demand, we may not be able to avoid significant off-lease
period, find interested lessees in advance, and enter into contracts on favorable terms with
them.

Fierce competition of the equipment operation service industry may adversely affect
our business and financial condition and we may not be able to compete successfully
against existing and new competitors.

The equipment operation service industry in the PRC is highly competitive and
fragmented. See “Industry Overview—Competitive Landscape of the Equipment
Operation Service Market in China” in this [REDACTED]. Competition may intensify as
our competitors expand their products or service offerings or as new competitors enter our
existing or new markets. We believe that we compete with our competitors based on a
number of factors, primarily including service quality, brand recognition, business scale,
price and financial resources. Our competitors may have longer track records, longer
operating histories, greater financial, technical, sales, marketing and other resources,
greater brand recognition and larger customer bases. As a result, these competitors may be
able to devote more resources to the development, promotion, sale and support of their
services. In addition to competition from established companies, emerging companies may
enter our existing or new markets. The emerging companies may have stronger capital
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resources, greater expertise in management and human resources, greater financial,
technical and public relations resources, and stronger relationships with local governments
than we do. Competitive pressures could adversely affect our revenues and operating
results by, among other things, adversely affecting our utilization rate, depressing the
prices that we can charge or increasing our costs to hire and retain employees.

We believe our current success can be partially attributed to our comprehensive
service model, service quality, diversified equipment offering and nationwide service
outlet network. We plan to expand our service outlet network, increase our equipment
volume and enhance the quality of our equipment and enhance our one-stop solution
capabilities. Our competitors may emulate our business model, and we may lose
competitive advantages that distinguish ourselves from our competitors. As a result, we
may fail to compete successfully against existing and new competitors, which may have
a material adverse impact on our business, results of operations, and financial condition.
Furthermore, as we are exploring the geographic coverage of our equipment and services
and expanding our presence in overseas markets, we cannot assure you that we will be able
to compete effectively in such market.

We may not be able to maintain, expand or optimize our nationwide service outlet
network.

As of December 31, 2022, we have established a nationwide service outlet network
consisting of 349 service outlets. Our service outlets are mainly focused on providing
routine repair and maintenance services on equipment and warehousing services to our
customers. If we fail to effectively compete with our competitors, our business, results of
operations and financial condition may be adversely affected given the highly competitive
market environment, and in turn we may not be able to maintain our service outlets.
Moreover, for sustainable development, we need to continue to explore regions with
potentials in the PRC for opportunities of development. Our efforts to expand our
operations geographically depend on a number of factors beyond our control, including the
macroeconomic conditions and policies implemented by the central and the local
governments, the level of competition in the equipment operation service industry, changes
in customer demand, prices of equipment and materials, and transportation costs. We may
lack knowledge and experience with certain local markets, and our competitors in these
new markets may have stronger financial resources, more established presence, stronger
relationships with local governments and better understanding of customer requirements
and preferences. As such, we may not be able to expand or optimize our nationwide service
outlet network effectively, which could adversely affect our operating results.
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Increases in our research and development costs may affect our financial
performance.

For the years ended December 31, 2020, 2021 and 2022, our research and
development expenses amounted to RMB153.6 million, RMB216.7 million and RMB270.6
million, respectively, representing 4.2%, 3.5% and 3.4% of our revenue for the same
periods, respectively. We plan to increase our research and development spending in the
areas of digitization and improve our services and production capabilities in the
comingyears. For details, please see “Future Plans and [REDACTED]”. We cannot give
any assurances as to the direct benefits of our research and development efforts to be
proportional to the increases in our related expenses. Thus, when our research and
development efforts cannot deliver the expected outcome and generate additional revenue,
our financial results will be adversely affected.

We may experience shortening of useful life and/or decline of market value arising
from improper management or use of our equipment under operating lease.

We may experience shortening of useful life and/or decline of market value arising
from improper management or use of our equipment due to various factors. For the years
ended December 31, 2020, 2021 and 2022, our impairment losses on property, plant and
equipment and inventories amounted to nil, nil and RMB19.1 million, respectively. Our
impairment losses recorded in 2022 were attributable to the -earlier-than-planned
obsolescence of certain road equipment. Apart from the factors related to macro economy,
construction industry and infrastructure industry, many other factors, including but not
limited to the following, may affect the useful life and market value of our equipment:

. the history and documented records of equipment maintenance and operation;

. whether the equipment has experienced serious incidents;

. the compatibility of the specification and the configuration of the equipment;
and

. the costs and availability of equipment components.

We believe that our equipment for leasing is in line with the requirements of
efficiency, labor reduction, safety and environmental protection. However, we cannot
guarantee that our current equipment will not be replaced or superseded by more advanced
equipment or technique as a result of continuous developments in science and technology.
If we are required to replace our current equipment with more advanced ones, we may
experience significant depreciation of our current equipment and may not be able to
dispose them at commercially acceptable prices, or at all.
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The decrease in the market value of our equipment may reduce the proceeds we
receive in disposing such equipment, increase pressure on our attempts to lease the
equipment, or impact the lease rates of the equipment. Our business, results of operations,
and financial condition may in turn be materially and adversely affected.

The cost of new equipment may increase, which may increase our cost of sales, and
in some cases we may not be able to procure equipment due to supplier constraints.

In line with the market demand, we regularly add brand new equipment into our
leasing fleet or replace our aging equipment to facilitate the sustainable development of
our business. The cost of new equipment may increase, which may increase our cost of
sales, and in some cases we may not be able to procure equipment due to supplier
constraints. The cost of equipment could increase, due to factors beyond our control, such
as inflation, complying with governmental regulations or increased costs of raw materials.
Cost increases could materially adversely affect our business, financial condition and
results of operations.

In addition, we may not be able to procure all necessary replacement equipment or
add new equipment in a timely manner since our suppliers may not be able to meet our
procurement schedules. If demand for new equipment increases significantly,
manufacturers may not be able to meet our orders on a timely basis. As a result, we may
experience long lead-times for certain types of equipment and we cannot assure you that
we will be able to acquire sufficient numbers of certain types of equipment that we need
to replace older equipment according to our expected schedule, which could restrict our
ability to grow our business.

We rely on a number of key suppliers to supply our equipment for leasing, including
aerial work platform and related parts, components, and accessories.

For the years ended December 31, 2020, 2021 and 2022, purchases from our top five
suppliers, accounted for 64.7%, 53.8% and 42.2%, respectively, of our total purchases. We
rely on our major suppliers to provide us with aerial work platform and related parts,
components, and accessories. Loss of supply from some of our key suppliers, or a
significant adverse change in the relationship with them, could cause interruptions to our
equipment supply. Our failure to obtain the necessary equipment or parts and components
in a timely manner could substantially limit our ability to meet our contractual obligations
to deliver our equipment to our customers or to efficiently deploy our equipment fleet. Any
failure to meet such obligations could have a material adverse effect on our reputation,
ability to retain customers, market share, and results of operations.
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The occurrence of epidemics, natural disasters, acts of war, and other disasters could
significantly affect our business and the national and regional economies in the PRC.

Our business is subject to general economic and social conditions in the PRC. Natural
disasters, acts of war, epidemics and other unpredictable or unforeseen events which are
beyond our control may adversely affect the economy, infrastructure and livelihood of the
people in China.

Any future natural disasters, public health and public security hazards may materially
and adversely affect or disrupt our operations and severely restrict the level of economic
activity in affected areas, which may in turn materially and adversely affect our business,
results of operations and prospects. In addition, acts of war, terrorist attacks and civil
unrest may cause damage or disruption to us, our employees, facilities, markets, suppliers
and customers, any of which may materially and adversely affect our revenue, cost of
sales, results of operation, financial condition or share price in ways that we cannot
currently predict. Some regions in China, including the cities where we operate, are under
the threat of flood, earthquake, sandstorm, snowstorm, fire, drought, or epidemics such as
the Severe Acute Respiratory Syndrome, or SARS, the HSN1 avian flu, the human swine
flu, also known as Influenza A (HIN1), or, most recently, the COVID-19 pandemic.

A global pandemic caused by COVID-19 broke out in early 2020 and has impacted
the global economy ever since. The outbreak of COVID-19 in China in the first quarter of
2020 and resurgence of COVID-19 cases in certain major cities across China throughout
2022 have led to the imposition of various pandemic mitigation measures by the PRC
Government, including lockdown, suspension of construction work, travel bans and strict
social distancing and quarantine measures. As a result, most of our business operations
were adversely affected during the relevant periods and we temporarily closed some of our
service outlets as we were unable to carry a large portion of our operating lease services
and engineering and technical services as planned. Whilst the duration of the official
restrictions on construction varied across cities in the PRC due to the differences in local
rules and regulations, our customers from our operating leases services segment and
engineering and technical services segment requested for a halt in the provision of
engineering services for about 45 days in the first quarter of 2020 and/or a suspension of
our operating leases with them in the first quarter of 2020 and from time to time throughout
2022. Save for our customers with aerial work platform operating leases, as most of them
requested for a suspension for about one month. We had also given some discounts to
certain customers. Despite such effects, due to the long-term nature of such construction
projects undertaken by our customers, and the relatively short period of business
suspension, our Directors confirm that there had not been any major termination of
contracts or material delays in relation to the equipments or services provided by us.
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China began to modify its zero-COVID policy in late 2022, and most of the travel
restrictions and quarantine requirements were lifted in December 2022. There was a rapid
spread of COVID-19 in a relatively short period of time and a surge in COVID-19
confirmed cases.

The COVID-19 pandemic has had an adverse impact, and may continue to cause
adverse impacts in the long term, on the economy and social conditions globally, and this
may have an adverse impact on the PRC equipment operation service industry and in turn
adversely affect our business operations. We are uncertain as to when the COVID-19
pandemic will be contained globally or whether it may resurge in China, and we also
cannot predict whether COVID-19 pandemic will have a long-term impact on our business,
results of operations, and financial condition. See “Business—Effects of the COVID-19
Pandemic”.

A shortage in supply or increase in prices of raw materials may affect our business,
results of operations, and financial condition.

Steel is a major raw material for our main equipment, and thus the steel price will
directly affect the prices of our main equipment, namely, aerial work platforms,
neo-excavation support system and neo-formwork system. According to the F&S Report,
since 2016, attributable to the PRC Government’s efforts to reduce excessive production
capacity in steel industry, the prices of main steel products have increased with
fluctuations and may further increase in the foreseeable future.

We mainly procure raw materials from third-party suppliers and have established
cooperative relationship with multiple suppliers. However, we cannot assure you that our
suppliers will continue to provide us with raw materials at acceptable prices, or the prices
of our raw materials will remain stable in the future. We may not be able to transfer some
or all of the increase in the costs of raw materials to our customers. In addition, as the
production of raw materials is subject to various factors, such as trade disputes and
government regulations, we may not be able to obtain sufficient raw materials from our
suppliers in a timely manner, which could have a material adverse impact on our business,
results of operations, and financial condition.
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Failure to maintain and predict inventory levels in line with the level of demand for
our products could cause us to lose sales or face excess inventory risks or obsolete
inventory risks, either of which could have a material adverse effect on our business,
financial condition and results of operations.

To operate our business successfully and meet our customers’ demands and
expectations, we must maintain a certain level of inventory for our products to ensure the
timely delivery of our service when required. Our inventories primarily consist of (i) raw
materials, which primarily include raw materials used for manufacturing our neo-
formwork system and spare parts used for repairing our aerial work platform; (ii) work in
progress, which represent our self-manufactured neo-formwork system; and (iii) finished
goods held for sale in the ordinary course of business. As of December 31, 2020, 2021 and
2022, the carrying amounts of our inventories were RMB165.8 million, RMB291.4 million
and RMB186.2 million, respectively. We are required to maintain an appropriate level of
inventory of our raw materials for our commercial production. However, we maintain our
inventory levels based on our internal forecasts which may change under different market
conditions. If our forecast demand is lower than actual demand, we may not be able to
maintain an adequate inventory level of our products or produce our equipment in a timely
manner, and may lose sales and market share to our competitors. On the other hand, we
may be exposed to increased inventory risks due to accumulated excess inventory of our
equipment or raw materials. Excess inventory levels may increase our inventory holding
costs, risk of obsolete inventory or write-offs. Moreover, there is no guarantee that the
inventory information we collect is complete and accurate or that such information would
allow us to effectively manage our inventory level. If we fail to maintain and predict
inventory levels in line with the level of demand for our products, our business, financial
condition and results of operations will be materially and adversely affected.

Our historical results may not be indicative of our future prospects and results of
operations.

Although we experienced strong revenue and profit growth during the Track Record
Period, we cannot assure you that we can sustain such growth in the future. Our
profitability depends partially on our ability to control costs and operating expenses, which
may increase as our business expands. In addition, we may continue to devote significant
resources to increasing our equipment volume and implementing our digitalization
upgrade. Such initiatives may negatively impact our short-term profitability. If our efforts
in these initiatives prove ineffective, and we fail to increase revenue, or if our cost and
operating expenses grow faster than our revenue growth, our business, results of
operations, and financial condition may be negatively affected.
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We may be unable to maintain our historical gross profit margins.

For the three years ended December 31, 2020, 2021 and 2022, our gross profit margin
was 45.0%, 46.3% and 39.8%, respectively. For the years ended December 31, 2020 and
2021 and 2022, gross profit margin for our operating lease services was 52.3%, 53.1% and
44.7%, respectively. For the years ended December 31, 2020, 2021 and 2022, gross profit
margin for our engineering and technical services was 28.8%, 29.1% and 30.0%,
respectively. For the years ended December 31, 2020, 2021 and 2022, gross profit margin
for our platform and other services was 37.2%, 19.6% and 31.5%, respectively. However,
the gross profit margin we attained during the Track Record Period may not be taken as
a reference to estimate our gross profit margin in the future. Our ability to maintain our
historical profit margin is contingent on a variety of competitive, macroeconomic,
governmental and regulatory factors and conditions which are beyond our control.

There is no assurance that we will be successful in meeting all challenges and
addressing the risks and uncertainties as we may face in developing our business, and our
gross profit margin can be maintained at the level similar to those in the Track Record
Period. Should we fail to maintain our historical gross profit margins, our financial results
may be adversely affected.

We had net current liabilities as of December 31, 2020 and 2021.

We had net current liabilities of RMB272.3 million and RMB18.0 million as of
December 31, 2020 and 2021, respectively. Our future liquidity and ability to make
additional capital investments necessary for our operations and business expansion will
depend primarily on our ability to maintain sufficient cash generated from operating
activities and to obtain external financing. Although we recorded net current assets as of
December 31, 2022, there can be no assurance that our net current liabilities position will
not recur in the future. In the event that we generate net current liabilities, our working
capital for business operations may be constrained. If we do not generate sufficient
positive operating cash flow or obtain additional financing for our expansion plans and to
meet our working capital needs, financial condition, and results of operations may be
materially and adversely affected.

We may not be able to satisfy our working capital requirements if we experience
significant delays or defaults in payments from customers, or significant delays in our
billing and settlement process.

We usually require our customers for operating lease services to pay rentals or service
fees on a regular basis. Our customers may not be able to settle their payment with us in
a timely manner or at all. As of December 31, 2020, 2021 and 2022, the gross carrying
amounts of our trade receivables were RMB3,103.9 million, RMB5,033.4 million and
RMB5,387.3 million, respectively. In the event that our customers experience financial
distress or are unable to settle their payments due to us in a timely manner or at all, our
results of operations and financial condition may be materially and adversely affected.
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Delays or defaults in payments from customers or delayed billing process may
adversely affect our ability to satisfy working capital requirements, and in turn increase
our working capital needs. We are subject to the credit risk of our customers and rely on
the timelines of receipt of progress payment and retention money from our customers to
meet our payment obligations to our suppliers. If there is any delay of payment from our
customers, we would experience cash flow mismatch when there is a significant timing
difference between making payments to our suppliers and receiving payments from our
customers. If any of our customers runs into financial difficulties or we have disputes with
our customers which lead to the delay of payment by our customers to us, we may not be
able to receive payments in full or at all. For the years ended December 31, 2020, 2021
and 2022, our trade receivables turnover days were 252 days, 250 days and 208 days,
respectively. As of December 31, 2020, 2021 and 2022, our ECLs on trade receivables
were RMBS574.0 million, RMB835.1 million and RMB900.4 million, respectively,
representing 18.5%, 16.6% and 16.7% of our trade receivables as of the same dates,
respectively. However, we cannot guarantee that the provisions will be sufficient in the
future.

While we monitor material overdue payments closely, we cannot assure you that we
will be able to recover all or any part of the amounts due from our customers within the
agreed credit terms or at all. If we fail to collect such payments at the end of the agreed
credit terms, we may take longer than our average turnover days of trade receivables to
collect payments and our provisions for payments in arrears and losses may increase.
Furthermore, restructuring payments for delinquent customers may result in lower profits.
Any material delay in payment or non-payment by our customers may materially and
adversely affect our business, results of operations, and financial condition.

We are uncertain about the recoverability of our contract assets and tax recoverable,
which may affect our financial conditions in the future.

As of December 31, 2020, 2021 and 2022, our contract assets amounted to RMB110.1
million, RMB276.9 million and RMB304.3 million, which represent retention receivables
arising from our construction services. As of December 31, 2020, 2021 and 2022, our tax
recoverable amounted to RMB715.2 million, RMB1,664.0 million and RMB1,400.3
million, respectively, which mainly include our input VAT to be credited, mostly as a result
of our procurement of property, plant and equipment. We cannot guarantee the
recoverability or predict the movement of our contract assets or tax recoverable. Contract
assets are initially recognized for revenue earned from construction services as the receipt
of consideration is conditional on successful completion of construction and acceptance by
the customer. Upon completion of installation or construction and acceptance by the
customer, the amounts recognized as contract assets are reclassified as trade receivables.
However, we cannot guarantee when such construction and acceptance would take place.
Furthermore, the recoverability of our tax recoverable depends on the procurement plans
and our future revenue generated we have made in the future, which may lead to our tax
recoverable not fully used. If we fail to recover our contract assets or tax recoverable, this
may adversely affect our financial conditions in the future.
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We may not be able to obtain adequate financing or generate sufficient cash from our
operations to fund our capital expenditures.

We rely on cash generated from our operations and bank borrowings and other
borrowings to fund our capital expenditures. Our ability to obtain adequate funding and
generate sufficient cash from our operating activities to finance our operations and
expansion plans depends on a number of factors, including but not limited to general
economic and capital market conditions, credit availability from banks and other lenders,
investor confidence, and the performance of our operations.

For the years ended December 31, 2020, 2021 and 2022, our interest expenses on
bank and other borrowings amounted to RMB244.1 million, RMB637.5 million and
RMB920.4 million, respectively. Our interest payments may reduce our amount of funds
available for working capital, capital expenditure, acquisitions and other business
purposes. If we are unable to service our debts, such inability could result in an event of
default which, if not cured or waived, could have an adverse effect on our business,
financial condition, and results of operations.

We cannot assure you that sufficient financing will be available to us. The level of our
indebtedness and the amount of our interest payments could limit our ability to obtain
additional financing or obtain favorable terms for the financing for future capital
expenditures and working capital. Without sufficient funds, we will be forced to curtail our
operations and expansion plans. Disruption, uncertainty or volatility in the capital markets
or credit markets may limit our access to capital funds for our operations and expansion
of our business, decrease our profitability, and significantly reduce our financial
flexibility. Furthermore, our liquidity also depends on cash generated from operating
activities and our cash and cash equivalents. The higher level of our indebtedness may
require us to allocate more cash to repay of our debts, thereby reducing the amount of
general working capital that we can use for daily operation, capital expenditure and other
general corporate purposes. As a result, our business, results of operations, and financial
condition may be materially and adversely affected.

Our financial results may fluctuate due to changes in the fair value of our debt
investment.

Debt investments at fair value through other comprehensive income (“FVOCI”)
represent notes receivables in relation to our business operation. The fair values of our debt
investment as of December 31, 2020, 2021 and 2022 were approximately RMB190.9
million, RMB480.1 million and RMB1,036.4 million, respectively. The increases were
mainly due to the increase in our notes receivables as a result of our business expansion
and an increased proportion of bank bills and commercial bills being accepted. For debt
investments at fair value through other comprehensive income, interest income, foreign
exchange revaluation and impairment losses or reversals are recognized in profit or loss
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and computed in the same manner as for financial assets measured at amortized cost. The
remaining fair value changes are recognized in other comprehensive income. The fair
value of our debt investment at FVOCI was measured based on valuation techniques with
key observable inputs, such as SHIBOR or yield curve of corporate bonds, by reference to
instruments with similar credit characteristics and terms in the markets. The fluctuation of
the observable inputs may have an adverse effect on our financial results.

The discontinuation of any preferential tax treatment currently available to us could
adversely affect our financial condition, results of operations, cash flows, and
prospects.

Shanghai Horizon Equipment & Engineering and Guangzhou Hongtu Equipment &
Engineering were recognized as high and new technology enterprises and were entitled to
a preferential income tax rate of 15% instead of 25% for a period of three years from 2020
to 2022. The qualification of high and new technology enterprise is subject to renewal
every three years. Other than Shanghai Horizon Equipment & Engineering and Guangzhou
Hongtu Equipment & Engineering, our subsidiaries in the PRC were subject to standard
EIT rate of 25% under EIT law during the Track Record Period. For the years ended
December 31, 2020, 2021 and 2022, our effective tax rates were 23.1%, 21.4% and 25.4%,
respectively. See the section headed “Financial Information—Description of Major
Components of Our Results of Operations—Income tax expense” in this [REDACTED].
Our eligibility to receive preferential tax treatment requires that we continue to qualify for
such treatment. The qualification of high and new technology enterprise is subject to
renewal every three years. However, the preferential tax treatment is provided to us at the
discretion of the central government or relevant local government authorities, which could
determine at any time to eliminate or reduce such preferential tax treatment, generally with
prospective effect. Such government authorities may also choose to discontinue or refuse
to renew such preferential tax treatment. The discontinuation of, or failure in renewing the
preferential tax treatment currently available to us could have a material adverse effect on
our financial condition, results of operations, cash flows, and prospects.

We are uncertain about the recoverability of our deferred tax assets, which may affect
our financial condition in the future.

As of December 31, 2022, our deferred tax assets amounted to RMB333.1 million.
Deferred tax assets are generally recognized for all deductible temporary differences to the
extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized. If we suffer losses in the future, we may
not be able to utilize all of our deferred tax assets, which could affect our financial
condition in the future.
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Our profitability may be materially and adversely affected by the potential increase
in depreciation expenses.

Our business strategies and [REDACTED] include purchase of new machinery and
equipment such as the aerial work platforms, neo-excavation system and neo-formwork
system. Please refer to the section headed “Future Plans and [REDACTED]” in this
[REDACTED] for the relevant details. Our Directors estimate that annual depreciation as
a result of the procurement of additional machinery and equipment for each respective year
under such strategy to be approximately RMB53.5 million, RMB1.6 million and RMB23.2
million, for our aerial work platforms, neo-excavation systems and neo-formwork systems
for the year ending December 31, 2023, and approximately RMB75.9 million, RMB41.3
million, and RMBS50.2 million, for the year ending December 31, 2024, respectively. Such
annual depreciations will be charged to our statements of comprehensive income and affect
our financial performance after the [REDACTED]. Accordingly, our results of operation
and financial performance will be adversely affected.

Fluctuations and uncertainties regarding our deferred revenue may have impact on
our liquidity position.

As of December 31, 2020, 2021 and 2022, we recorded RMB18.4 million, RMB17.3
million and RMB16.7 million in deferred revenue, respectively. Our deferred revenue will
be recognized as other income, subject to government grants in relation to our assets,
which may be changed pending policy level decisions by government authorities. Any
changes thereof may have an adverse impact on our results of operations and liquidity.

We may not be able to successfully develop or adopt new technologies in a timely
manner.

The market for our business operations may change rapidly because of changes in
customer requirements, technological innovations, new service offerings, prices, industry
standards and domestic and international economic factors. New service offerings and
technology may render existing services or technology obsolete, excessively costly or
otherwise unmarketable. If we are unable to introduce and integrate new technologies into
our business operations in a timely and cost-effective manner, our competitive position
will suffer and our prospects for growth will be impaired, which could have a material
adverse effect on our business, financial condition, and results of operations.

Any failure to maintain an effective quality control system could have a material
adverse effect on our business and operations.

The quality of the services that we provide is one of the factors critical to our success.

In order to sustain such success, we need to continue to maintain an effective quality
control system for our business, particularly for our operating lease services. The
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effectiveness of our quality control system depends significantly on a number of factors,
including a timely update of the quality control system to suit ever-changing business
needs, training programs as well as our ability to ensure that our quality control policies
and guidelines are adhered to. Any failure or deterioration of our quality control system
could result in defects in our services, which in turn may jeopardize our reputation, reduce
demands for our services or even subject us to contractual liabilities and other claims. Any
such claims, regardless of whether they are ultimately successful or not, may cause us to
incur significant costs, harm our reputation and/or result in significant disruption to our
operations. Furthermore, if any of such claims were ultimately successful, we may be
required to pay for the claims, which could have a material adverse impact on our business,
financial condition, and results of operations.

Failure to pay the social security funds and housing provident funds for and on behalf
of our employees in accordance with the labor laws and regulations in China may
have an adverse impact on our financial condition and results of operations.

During the Track Record Period, some of our subsidiaries engaged third-party human
resources service providers to pay social security funds and housing provident funds for
some employees. Under the agreements entered into between the third-party human
resources service providers and our relevant subsidiaries, the third-party human resources
service providers have the obligations to pay social security funds and housing provident
funds for our relevant employees on time and in full. Such arrangements are not in strict
compliance with applicable PRC laws and regulations. During the Track Record Period and
as of the Latest Practicable Date, none of these subsidiaries had received any
administrative fine or penalty or labor arbitration application from employees for such
arrangement with third-party human resources service providers. Such third-party human
resources service providers have provided us with their written confirmations that they
have duly paid the social security funds and housing provident funds contributions for and
on behalf of our employees according to our subsidiaries’ agreements with them. However,
if such human resources service providers fail to pay the social security funds or housing
provident funds on time and in full for and on behalf of our employees as required by
applicable PRC laws and regulations, we may be subject to additional contribution, late
payment fee and/or penalties imposed by the relevant PRC authorities for failing to
discharge our obligations in relation to payment of social security funds and housing
provident funds as an employer or be ordered to rectify. According to our PRC Legal
Advisers, there may also be a late fee for social security funds, calculated from the due
date at 0.05% per day. Our Directors confirm that, to the best of their knowledge, there had
been no contribution shortfalls, and as advised by our PRC Legal Advisers, our risk of
being required to make up payment and administrative penalties for such non-compliance
is relatively remote, no provision has been made so far in relation to this non-compliance
incident. For details, see “Business—Legal Proceedings and
Compliance—Non-compliance”. If we were required by competent authorities to make
additional contribution to social security funds and housing provident funds or receive
penalties from competent authorities for such agency arrangements, our business, results
of operations, and financial condition may be materially and adversely affected.
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Labor shortage or increase in labor cost may affect our business growth and
profitability.

Our equipment operation services rely on recruiting and retaining qualified
professionals and successful training of these professionals. According to the F&S Report,
the aging population in China has led to the insufficient supply of labor in some industries,
which has in turn led to an increase in labor costs. With the intensification of the aging
problem of workforce in the PRC, professionals with health conditions suitable for the
construction industry are in short supply. As a result, we may incur more costs to hire
suitable professionals. If our recruitment and retention efforts are not successful, qualified
professionals may not be integrated into our workforce in a timely manner to meet our
business needs.

For the years ended December 31, 2020, 2021 and 2022, the aggregate amount of our
staff costs under cost of sales, sales staff costs under sales and distribution expenses, and
administrative staff costs under administrative expenses was RMB664.4 million,
RMB1,171.5 million and RMB1,293.4 million, respectively. As at December 31, 2022, we
had a total of 4,249 employees in our workforce. It is expected that the labor cost in the
PRC will continue to increase, and the PRC Government may promulgate additional laws
and regulations on labor protection, such as increasing the statutory minimum wage. Such
development may place a heavier burden on us as an employer and we may have to pay
more benefits to employees. Any significant increase in our direct labor cost will increase
our cost of sales. If we cannot transfer the increased cost to customers, our business,
financial condition, and results of operations may be materially and adversely affected.

During the Track Record Period, we did not experience any labor shortage or
significant increase in labor cost which had a material impact on our daily operation or
profitability. However, we cannot guarantee that we will not experience shortage of skilled
labor or the labor cost will not increase in the future or that our project progress or
profitability will not be adversely affected.

We are subject to the risks of doing business in multiple jurisdictions.

As we plan to broaden the geographic coverage of our equipment and services and
expand our presence in overseas markets, our business is subject to risks associated with
doing business in multiple jurisdictions. Our business and financial results in the future

could be adversely affected due to a variety of factors, including:

. changes in a specific country’s or region’s political and cultural climate or
economic condition;

. unexpected changes in laws and regulatory requirements in relevant
jurisdictions;

— 60 -



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

RISK FACTORS

. the occurrence of economic stagnation or downturn in certain
jurisdictions,including those caused by inflation or political instability;

. the burden of complying with a variety of foreign laws, including difficulties in
enforcement of contractual provisions;

. inadequate intellectual property protection in certain jurisdictions;

. enforcement of anti-corruption and anti-bribery laws;

. trade-protection measures, import or export licensing requirements and fines,
penalties or suspension or revocation of export privileges;

. delays resulting from certain barriers and restrictions, potentially longer
payment cycles, greater difficulty in accounts receivable collection and
potentially adverse tax treatment;

. the effects of applicable local tax regimes and potentially adverse tax
consequences; and

. significant adverse changes in local currency exchange rates.

There can be no assurance that our existing or potential collaboration partners will not
alter their perception of us or their preferences as a result of adverse changes to the state
of political relationships between China and the relevant foreign countries or regions.
Tensions and political concerns between China and the relevant foreign countries or
regions may therefore adversely affect our business, financial condition, results of
operations and prospects.

In addition, we are subject to general geopolitical risks in foreign countries where we
operate, such as political and economic instability and changes in diplomatic and trade
relationships. The occurrence of any one or more of these risks of doing business
internationally, individually or in the aggregate, could materially and adversely affect our
business and results of operations.

Accidents in our business or in relation to our leased equipment may expose us to
liability and reputational risk.

Accidents, such as work injuries, may occur during the course of our business. For
example, our engineering and technical services may carry the inherent occupational risk
of accidents. As a result, we are exposed to risks in relation to work safety, including but
not limited to claims for injuries, fatal or otherwise, sustained by our employees or other
parties involved in our business operations. To the extent that we incur additional costs, we
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may suffer material adverse effects on our business, results of operations, financial
condition and brand value. Whilst we had not encountered any material accidents during
the Track Record Period, we may still be held liable for the injuries of employees or others.
In addition, accidents may also occur when our customers are using the equipment leased
from us. Such accidents may occur as a result of (i) the defective equipment which we
purchased from our suppliers or (ii) customers’ improper use of the leased equipment. With
respect to the defective equipment, although we will conduct safety and quality checks of
purchased equipment to make sure they meet our operation standards, there is no guarantee
that we will be able to identify any defects of such equipment. In addition, we provide
training to our customers regarding the equipment they lease when the leased equipment
is delivered to the requested sites. However, we cannot guarantee that our customers will
properly operate our equipment afterwards. We are generally not responsible for accidents
that happen in relation to our leased equipment after such equipment is delivered to our
customers unless the accident is caused by the defects in the equipment. However, we may
incur significant time, efforts and costs to deal with such accidents upon occurrence of
such accidents even without our fault. Furthermore, if such accidents are wrongly
publicized, our reputation and reliability may be harmed and our customers may end their
cooperation with us.

Our insurance policies primarily include all-risk property insurance for our
permanent business sites, all-risk property insurance and third party liability insurance for
our vehicles and equipment, logistics and transportation insurance for our logistics and
transportation services, compulsory liability insurance for our passenger vehicles and
commercial vehicles, as well as social insurance and commercial insurance for our
employees. We cannot guarantee that our insurance may fully cover the claims or costs
arising from such accidents. See “—Our insurance coverage may not sufficiently cover the
risks related to our business”. We may also experience interruptions to our business and
may be required to change the manner in which we operate as a result of governmental
investigations or the implementation of safety measures upon occurrence of accidents.
Moreover, such occurrences may also damage our reputation and brand in the equipment
operation service industry. Furthermore, certain claims arising from accidents may be the
result of defects of equipment purchased from third party suppliers. Such third party
suppliers may not indemnify us for such defects or may only provide us with limited
indemnification that is insufficient to cover our or clients’ damages resulting from the
product liability claim. Any of the foregoing could adversely affect our reputation, brand,
business, results of operations, and financial condition.
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Our current risk management and internal control system may not be sufficient to
protect us against various risks.

Our business operation is exposed to various risks, primarily including credit risk,
market risk, liquidity risk, operational risk and legal and compliance risk. To manage such
risks, we have established, and will continue to improve, our risk management and internal
control system. See “Business—Risk Management and Internal Control”. However, we
cannot assure you that such risk management and internal control system will be effective
in identifying, monitoring and mitigating all types of risks.

Our risk management capability is limited by the information, tools and technologies
available to us. As some of our risk management measures are based on our historical
market data and management’s judgment, they may not accurately predict the types of risks
that may arise in the future. In addition, we have developed and continually updated our
IT systems for risk management and internal control, but we cannot guarantee that such
systems would achieve the expected results or will not experience disruptions from time
to time. See “—We may experience failures in or disruptions to our information
technology systems”. We also rely on our employees to effectively implement our risk
management and internal control system. However, we cannot guarantee that our
employees will always comply with or properly implement the relevant internal policies
and procedures. If we are unable to effectively improve our risk management and internal
control system, or timely achieve the expected results, our business, financial condition,
and results of operations may be materially and adversely affected.

Our business operates under various permits, licenses, approvals and/or
qualifications and the loss of or failure to obtain or renew any or all of these permits,
licenses, approvals and/or qualifications may materially and adversely affect our
business, results of operations, and financial condition.

We are subject to extensive PRC laws and regulations at the national and local level,
which govern various aspects of our operations. We are required to obtain and maintain
certain licenses, permits, certificates and approvals in order to provide our comprehensive
service offerings to customers. For further information, see “Regulatory Overview” and
“Business—Certificates, Licenses and Permits” in this [REDACTED]. These operating
permits, licenses and/or qualifications are granted, renewed and maintained upon our
satisfactory compliance with, among others, the applicable criteria set by the relevant
governmental departments or organizations. Such criteria may include but not limited to
compliance with safety regulations and environment protection regulations. These permits,
licenses, approvals and/or qualifications may only be valid for a limited period of time and
may be subject to periodic review and renewal by government authorities or relevant
organizations. In addition, the standards of compliance required in relation thereto may
change from time to time.
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Further, we cannot guarantee that our internal control measures will always be
sufficient and effective. Extensive government regulation and related delays in seeking the
requisite licenses, qualifications and permits can significantly delay the introduction of
additional services or products, which could materially and adversely affect our
competitiveness. Certain legal uncertainties in, and inconsistent interpretations and
enforcement of, current PRC laws and regulations expose us to the risk of non-compliance.
If deemed non-compliant, we could be subjected to administrative or regulatory fines and
penalties, including the suspension or revocation of our licenses, permits or qualifications,
and our operations may be hindered or halted, which could have a material and adverse
effect on our business and results of operations. As the PRC legal system and construction
industry continue to evolve, changes in the relevant laws and regulations or in their
interpretation or enforcement may also make it difficult for us to comply with the laws and
regulations.

Our business operations and reputation may be materially and adversely affected by
delays in the delivery or poor handling of our equipment and materials by external
logistics service providers.

During the Track Record Period, we had engaged external logistic companies to
deliver our equipment and materials to designated project sites. The timely delivery of our
equipment and materials depends highly on, among others, the external logistics service
providers’ ability to fulfil their obligations in accordance with the terms of respective
service contracts, such as their responsiveness to our logistic orders and provide us the
required logistic services. Any failure to provide on-time delivery may have a material
adverse impact on our business operations and reputation as it may lead to our customers’
project delays, as well as expose us to potential contractual claims with our external
logistics service providers or our customers. In such events, we may not be able to seek
full indemnity from the external logistics service providers or enforce in full any favorable
judgment obtained.

Further, we may also be obligated under respective service contracts with our
customers to compensate them for any loss or damages incurred due to failure to comply
with the terms. Any contractual disputes for material breaches by our external logistics
service providers, which may arise in the future, may severely affect our business
operations and divert our management attention and resources.

We may experience failures in or disruptions to our information technology systems.

We use various online platforms and systems in our business operations. If we are
unable to detect or promptly remedy any system malfunction or misconfiguration, we may
experience system interruptions or delays, which could adversely affect our operating
results. In addition, we may experience occasional system interruptions and delays or other
technical problems that make our online services unavailable or difficult to access, and
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prevent us from promptly responding or providing services to our customers, which may
reduce our customers’ intention to use our online platforms and even incur losses to our
customers who may bring legal proceedings against us. Moreover, failures in or
disruptions to our information technology systems, loss or leakage of confidential
information, or breach of network security could cause transaction errors, processing
inefficiencies and the loss of customers and sales, and subject us to increased costs,
litigation and other liabilities, which could materially and adversely affect our business,
results of operations, financial condition, and our reputation.

Our insurance coverage may not sufficiently cover the risks related to our business.

We maintain insurance policies against major risks and liabilities arising from our
business operations. For details, see “Business—Insurance”. We cannot assure you that our
insurance coverage will be sufficient or available to cover damage, liabilities or losses we
may incur in the course of our business. Moreover, there are certain losses for which
insurance is not available in the PRC on commercially practicable terms, such as losses
suffered due to business interruptions, earthquakes, typhoons, flooding, war or civil
disorder. In the event of a dispute with our insurers, we may be required to engage in
protracted litigation or negotiations in order to obtain benefits for which we are legally
due, and those efforts may be wholly or partly unsuccessful. If we are held responsible for
any such damages, liabilities or losses and there is an insufficiency or unavailability of
insurance, there could be a material adverse effect on our business, results of operations,
and financial condition.

Negative publicity, including adverse information on the internet, about us, our
Shareholders and affiliates, our brand and our management may have a material
adverse effect on our business, reputation, and the trading price of our Shares.

Negative publicity about us, our Shareholders and affiliates, the equipment we lease
out, including possible defects of the equipment, even without our fault, our service
quality, our brand, our management and other aspects of our business operations may arise
from time to time. They may appear in the form of comments on internet postings and other
media sources. For example, in the event that we fail to meet our customers’ expectations
as to the quality of our services, our customers may disseminate negative comments on
social media platforms. In addition, our customers or suppliers may also become the
subject of negative publicity for various reasons, such as customer complaints about the
quality of their services. Negative publicity about Far East Horizon, its business, results
of operations and financial condition could adversely affect our reputation, business and
share price. In the long term, if such negative publicity about us, our Shareholders and
affiliates, our brand, our management and other aspects of our business operations damage
our reputation and result in a loss of customer confidence, it would affect our future ability
to attract and retain new customers and employees. As a result, our business, results of
operations, financial condition, and prospects would be materially and adversely affected.
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Our success largely depends on the retention of our senior management team and our
ability to attract and retain qualified and experienced employees.

Our continued success depends on the efforts of our senior management team and
other key employees. As they possess key connections with potential business partners and
industry expertise, losing their services may have a material adverse effect on our business.
Should any or all members of our senior management team join or form a competing
business with their expertise, connections and knowledge of our business operations, we
may not be able to estimate the extent of and mitigate such damage. If any of our key
employees leaves and we are unable to promptly hire a qualified replacement, our
business, results of operations, and financial condition may be materially and adversely
affected. In addition, the future growth of our business will depend, in part, on our ability
to attract and retain qualified personnel in all areas of our business. If we are unable to
attract and retain these qualified personnel, our growth may be limited and our business,
results of operations, and financial condition could be materially and adversely affected.

We are exposed to risks associated with failing to detect and prevent fraud, negligence
or other misconduct committed by our employees, agents, customers, suppliers or
other third parties.

We are exposed to fraud or other misconduct committed by our employees, agents,
customers, suppliers or other third parties that could subject us to financial losses and
sanctions imposed by governmental authorities as well as seriously harm our reputation.
For example, loss caused by misconduct of our employees in the process of providing
operating lease services may cause us to make compensation if we were held to be
negligent or reckless and will also cause us to suffer damage to our reputation in the
market.

Our management information system and internal control procedures are designed to
monitor our operations and overall compliance. However, they may be unable to identify
non-compliance and/or suspicious transactions in a timely manner, or at all. There will
therefore continue to be the risk that fraud and other misconduct may occur, resulting in
financial loss, negative publicity or other negative outcomes, which may have an adverse
effect on our business, reputation, financial condition, and results of operations.

We may be involved in intellectual property disputes and claims.

We currently hold a number of patents, copyrights and trademarks in the PRC. See
“Business—Intellectual Property”. We rely on and expect to continue to rely on a
combination of confidentiality and license agreements, as well as trademark and copyright
protection laws, to protect our proprietary rights. Nevertheless, these measures offer
limited protection. Policing unauthorized use of proprietary information can be difficult
and expensive. If we were unable to detect unauthorized use of, or take appropriate steps
to enforce, our intellectual property rights, our business, results of operations, and
financial condition could be materially and adversely affected.
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Moreover, we may become subject to claims from competitors or third parties
alleging intellectual property infringement by us in our ordinary course of business from
time to time. Any claims or legal proceedings brought against us in relation to such issues,
with or without merit, could result in substantial costs and divert capital resources and
management attention. In the event of an adverse administrative or judicial decision, we
may be compelled to pay substantial damages or to seek licenses from third parties and pay
ongoing royalties on unfavorable terms. Moreover, regardless of whether we prevail,
intellectual property disputes may damage our brand value and reputation in the eyes of
current and potential customers and in our industry. In addition, enforceability, scope and
validity of laws governing intellectual property rights in the PRC are uncertain and still
evolving, which may subject us to increased compliance costs and increased risk of
non-compliance in the future.

We are subject to changing laws and regulations regarding regulatory matters that
may have increased or will increase both our costs and the risk of non-compliance.

We are or will be subject to rules and regulations by various governing bodies,
including, for example, once we have become a public company, Hong Kong Stock
Exchange and the Securities and Futures Commission, which are charged with the
protection of investors and the oversight of companies whose securities are publicly
traded, as well as the various regulatory authorities in China and the Cayman Islands, and
to new and evolving regulatory measures under applicable laws. Our efforts to comply
with new and changing laws and regulations have resulted in, and are likely to continue
to result in, increased general and administrative expenses and a diversion of management
time and attention from revenue-generating activities to compliance activities.

Moreover, because these laws, regulations and standards are subject to varying
interpretations, their application in practice may evolve over time as new guidance
becomes available. This evolution may result in continuing uncertainty regarding
compliance matters and additional costs necessitated by ongoing revisions to our
disclosure and governance practices. If we fail to address and comply with these
regulations and any subsequent changes, we may be subject to penalties and our business
may be harmed.

Some of our property lease agreements were not filed with the relevant government
authorities and may in turn subject us to administrative fines.

According to applicable PRC administrative regulations, the lessor and the lessee of
a property lease agreement are required to file the property lease agreement with relevant
governmental authorities within 30 days after the execution of the property lease
agreement. If the filing is not made, the governmental authorities may require that the
filing be made within a stated period of time, failing which, they may impose a fine
ranging from RMB1,000 to RMB10,000 for each agreement that has not been properly
filed.
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As of the Latest Practicable Date, we had not filed 74 lease agreements for the
properties we leased with the local housing administration authorities as required under
PRC laws and regulations. As advised by our PRC Legal Advisor, we might be ordered to
rectify this non-filing by competent authorities and if we fail to rectify within a prescribed
period, a penalty of RMB1,000 to RMB10,000 per agreement may be imposed on us as a
result of such non-filing. As such, the estimated maximum amount of penalty for our
failure to file these property lease agreements is approximately RMB740,000.

In the event that we are required by the competent authorities to register the property
lease agreements, we may be subject to fines for the failure to register the property lease
agreements, which could adversely affect our financial condition and results of operations.

The potential loss of our contracts due to force majeure events or other reasons
beyond our control could materially and adversely affect our business, results of
operations, and financial condition.

In accordance with PRC laws, if any force majeure event or any event beyond our
control happens, such as COVID-19 outbreak, lessees may terminate the lease contracts,
and they may only be required to compensate the lessors after taking into consideration the
depreciation of the leased assets and shall not be obliged to make lease payments in full
in the event that the lease contracts have been terminated due to damage to or loss of the
leased assets as a result of force majeure or other reasons that are not caused by the lessees.
If the leased assets are damaged or lost due to the foregoing reasons which result in
termination of the relevant lease contracts, we may be forced to assume losses to the extent
our insurance coverage is inadequate. Any uninsured loss could materially and adversely
affect our business, results of operations, and financial condition.

We may be liable from time to time for legal disputes and other legal proceedings
arising from our operation.

We may be involved in disputes from time to time in ordinary course of business. We
cannot guarantee that that we will be able to resolve each of such disputes amicably via
negotiations and/or mediation. Failure to do so may lead to us being subject to lawsuits and
other legal proceedings. Therefore, we may be subject to enormous expenses for our
defense in the relevant legal proceedings. In case of any unfavorable ruling made against
us, we may be subject to substantial damages or other legal liabilities, which may
adversely affect our reputation, business, financial condition and operating results.
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We face risks related to complying with applicable laws, rules and regulations relating
to the collection, use, disclosure and security of personal information; moreover,
complying with evolving laws and regulations regarding cybersecurity, information
security, privacy and data protection and other related laws and requirements may be
expensive and force us to make adverse changes to our business. Many of these laws
and regulations are subject to change and uncertain interpretation, and any failure or
perceived failure to comply with these laws and regulations could result in negative
publicity, legal proceedings, suspension or disruption of operations, increased cost of
operations, or otherwise harm our business.

We grant limited access to specified data on our online platform to certain third
parties. These third parties face the same challenges and risks inherent in handling and
protecting the data. Any system failure or security breach or lapse on our part or on the part
of any of such third parties that results in the release of user data could harm our reputation
and brand and, consequently, our business, in addition to exposing us to potential legal
liability.

Moreover, laws and regulations governing cybersecurity, information security,
privacy and data protection are rapidly evolving, extensive, complex, and include
inconsistencies and uncertainties. On June 10, 2021, the Standing Committee of the
National People’s Congress of China promulgated the PRC Data Security Law, which took
effect on September 1, 2021. The PRC Data Security Law provides for data security
protection obligations on entities and individuals carrying out data processing activities,
introduces a data classification and hierarchical protection system based on the importance
of data in economic and social development, as well as the degree of harm it will cause
to national security, public interests, or legitimate rights and interests of individuals or
organizations when such data is tampered with, destroyed, leaked, or illegally acquired or
used, and provides for a national security review procedure for those data activities which
may affect national security and imposes export restrictions on certain data and
information. The PRC Data Security Law provides that “data” refers to any recording of
information by electronic or other means. Data processing includes the collection, storage,
use, processing, transmission, provision and public disclosure of data, etc.

Furthermore, on January 4, 2022, the Cyber Administration of China, together with
12 other departments, promulgated the Cybersecurity Review Measures ( (##%% 234
##ED) ), which came into effect on February 15, 2022 and repeals the previous version
promulgated on April 13, 2020. According to the Cybersecurity Review Measures, critical
information infrastructure operators purchasing network products and services and online
platform operators carrying out data processing activities, which affect or may affect
national security, shall conduct a cybersecurity review. Online platform operators holding
personal information of more than 1 million users seeking to be listed abroad must apply
for a cybersecurity review as well. There remain substantial uncertainties with respect to
the interpretation and applicability of the Cybersecurity Review Measures, especially the
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criteria for the determination of the risks that “affect or may affect national security”. In
addition, on November 14, 2021, the Cyberspace Administration of China issued the
Regulations on Network Data Security Management (Draft for Comment) (the “Draft
Regulations”) ( (A& EIE 2 PGFI(ECKE RAT)) ), which reiterate that a data
processing operator which processes personal information of more than one million
individuals seeking to be listed in foreign countries should apply for the cybersecurity
review which differentiate “listing in a foreign country” with “listing in Hong Kong”;
moreover, such draft regulations also specifically require that if the listing in Hong Kong
by a data processing operator affects or may affect the national security, the data
processing operator shall apply for cybersecurity review in accordance with the relevant
provisions of the state. Due to the lack of further clarifications or detailed rules and
regulations, there are uncertainties on how to determine whether or not a [REDACTED]
by a company like us in Hong Kong affects or may affect national security, the PRC
government authorities may have wide discretion in the interpretation and enforcement of
these measures and regulations once enacted. The above Draft Regulations were released
for public comment only and their operative provisions and the anticipated adoption or
effective date may be subject to change with substantial uncertainty. It also remains
uncertain whether the future regulatory changes would impose additional restrictions on
companies like us. We cannot predict the impact of the draft regulations, if any, at this
stage, and we will closely monitor and assess any development in the rule-making process.

If the enacted version of the draft regulations mandates clearance of cybersecurity
review and other specific actions to be completed by companies like us, we face
uncertainties as to whether such clearance can be timely obtained, or at all. If we are not
able to comply with the cybersecurity and data privacy requirements in a timely manner,
or at all, we may be subject to government enforcement actions and investigations, fines,
penalties, suspension of our non-compliant operations, or removal of our online platform
from the relevant application stores, among other sanctions, which could materially and
adversely affect our business and results of operations.

These and other similar legal and regulatory developments could lead to legal and
economic uncertainty, affect how we design our IT systems, how we operate our business,
how we process and share data, and how we transfer personal data from one jurisdiction
to another. We may incur substantial costs to comply with such laws and regulations, to
meet the demands of our customers relating to their own compliance with applicable laws
and regulations, and to establish and maintain internal compliance policies.
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The approval of the CSRC or other governmental authorities may be required in
connection with the [REDACTED], and, if required, we cannot predict whether we
will be able to obtain such approval.

On July 6, 2021, the General Office of the State Council together with another
authority jointly promulgated the Opinion on Severely Punishing Illegal Activities in
Securities Market (the “Securities Activities Opinions™) ( CBHMKIEME BT 435 S8 1k
EH A E ) ), which calls for the enhanced administration and supervision of overseas-
listed China-based companies, proposes to revise the relevant regulation governing the
overseas issuance and listing of shares by such companies and clarifies the responsibilities
of competent domestic industry regulators and government authorities.

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of
the Overseas Securities Offering and Listing by Domestic Enterprises ( (3% A {355 /M85
TTas A i EATHHE) ) (the “Overseas Listing Trial Measures”) and relevant
five guidelines, which will become effective on March 31, 2023. According to the
Overseas Listing Trial Measures, PRC domestic enterprises that seek to offer and list
securities in overseas markets, either in direct or indirect means (the “Overseas Offering
and Listing”), are required to fulfill the filing procedure with the CSRC and submit filing
reports, legal opinions and other relevant documents. Specifically, following the principle
of substance over form, if an issuer meets both of the following criteria, its overseas
offering and listing will be deemed as indirect Overseas Offering and Listing by a PRC
domestic enterprise: (i) 50% or more of any of the issuer’s operating revenue, total profit,
total assets or net assets as documented in its audited consolidated financial statements for
the most recent fiscal year is accounted for by domestic companies; and (ii) the main parts
of the issuer’s business activities are conducted in mainland China, or its main place(s) of
business are located in mainland China, or the majority of senior management staff in
charge of its business operations and management are PRC citizens or have their usual
place(s) of residence located in mainland China. The Overseas Listing Trial Measures also
requires subsequent reports to be submitted to the CSRC on material events, such as
change of control or voluntary or forced delisting of the issuer(s) who have completed
overseas offerings and listings. For more details, please refer to “Regulatory Overview —
Overseas Offering and Listing”.

According to the Notice on Arrangements for Record Filing Administration of
Overseas Offering and Listing of Domestic Enterprises and the relevant replies to
questions by the CSRC officials which are both promulgated with the Overseas Listing
Trial Measures simultaneously, (i) where, before March 31, 2023 (i.e. the effective date of
the Overseas Listing Trial Measures), the PRC domestic enterprise’s application for its
indirect Overseas Offering and Listing has been approved by the overseas regulatory
authorities or overseas stock exchanges (for example, a listing hearing has been passed by
the Stock Exchange) but has not completed indirect Overseas Offering and Listing, a
six-month transition period from March 31, 2023 (the “Transition Period”) shall be
allowed: if the PRC domestic enterprise does not need to re-perform the regulatory
procedures for offering and listing with the overseas regulatory authorities or overseas
stock exchanges and the PRC domestic enterprise completes the Overseas Offering and
Listing within the Transition Period, it can be deemed as an existing issuer and is not
required to file with CSRC for this Overseas Offering and Listing; if the PRC domestic
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enterprise needs to re-perform the regulatory procedures for offering and listing with the
overseas regulatory authorities or overseas stock exchanges (for example, a new listing
hearing is required by the Stock Exchange) or fail to complete Overseas Offering and
Listing within the Transition Period, they shall file with the CSRC for this Overseas
Offering and Listing; (ii) the PRC domestic enterprise which has submitted a valid
application for Overseas Offering and Listing but has not yet obtained the consent of the
overseas regulatory authorities or the overseas stock exchange before March 31, 2023 may
make a reasonable time for submitting the filing application to the CSRC and shall
complete the filing prior to its Overseas Offering and Listing.

Our PRC Legal Advisers are of the view that the [REDACTED] shall be deemed as
an [REDACTED]. If we can pass the [REDACTED] hearing of the Stock Exchange on
or before March 31, 2023 while no re-hearing is required by the Stock Exchange and the
[REDACTED] can be completed on or before September 30, 2023, we will not be required
to file with the CSRC with respect to the [REDACTED]. If we can not pass the
[REDACTED] hearing of the Stock Exchange on or before March 31, 2023, or if we pass
the [REDACTED] hearing of the Stock Exchange on or before March 31, 2023 but a
re-hearing is required afterwards or we fail to complete the [REDACTED] on or before
September 30, 2023, we will make the filing with the CSRC with respect to the
[REDACTED]. In any event, we will perform the reporting obligations to the CSRC in the
event of occurrence of material events after the [REDACTED] as required.

If it is determined that we are subject to any CSRC approval, filing, other
governmental authorization or requirements for the [REDACTED] and reporting
obligations, we cannot assure you that we could obtain such approval or meet such
requirements in a timely manner or at all. Under such circumstance, we and our personnel
directly in charge and other personnel with direct responsibility may be warned, fined or
subject to other disciplinary measures if we fail to complete the filing with the CSRC or
report to the CSRC after the occurrence of the material events as required.

RISKS RELATING TO DOING BUSINESS IN THE PRC

We are subject to adverse changes in economic, political and social conditions, and
government policies in the PRC.

Substantially all of our businesses, assets, operations are located in the PRC.
Accordingly, our financial condition, results of operations and prospects are, to a
significant degree, subject to the economic, political, social and legal conditions in the
PRC. The PRC economy differs from that of most developed countries in many respects,
including the extent of government involvement, level of economic development,
investment control, resource allocation, growth rate and control over foreign exchange.
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For recent decades, the PRC Government has implemented economic reform
measures to utilize market forces in the PRC economy. Many of the reform measures are
unprecedented or experimental and are expected to be modified from time to time. Other
political, economic and social factors may lead to further readjustment or introduction of
other reform measures. This reform process and any changes in laws and regulations or the
interpretation or implementation thereof in the PRC may have a material impact on our
operations or may adversely affect our financial condition and results of operations.

While the PRC economy has grown significantly in recent years, this growth has been
geographically uneven among various sectors of the economy and during different periods,
and is subject to unpredictable risks domestically and internationally, such as the outbreak
of COVID-19. The continuous outbreak of the COVID-19 has resulted in severe
disruptions in domestic demand and supply, trade, finance, and other economic activities.

We cannot assure you that the PRC economy will continue to grow, or that if there
is growth, such growth will be steady and uniform. Any economic slowdown may
materially and adversely affect our business. In the past, the PRC Government has
periodically implemented a number of measures intended to slow down certain segments
of the economy which the PRC Government believed was overheating. We cannot assure
you that the various macroeconomic measures and monetary policies adopted by the PRC
Government to guide economic growth and allocate resources will be effective in
improving the growth rate of the PRC economy. In addition, such measures, even if they
benefit the overall PRC economy in the long term, may reduce demand for our services and
therefore could materially and adversely affect our business, financial condition, and
results of operations.

Inflation in the PRC could negatively affect our profitability and growth.

Economic growth in the PRC has, in the past, been accompanied by periods of high
inflation. In response, the PRC Government has implemented policies from time to time
to control inflation, such as restricting the availability of credit by imposing tighter bank
lending policies or higher interest rates. The PRC Government may take similar measures
in response to future inflationary pressures. Rampant inflation without the PRC
Government’s mitigation policies would likely increase our costs, thereby materially
reducing our profitability. For example, certain operating expenses, such as employee
compensation and rental and related expenses for office may increase as a result of higher
inflation. We cannot assure you that we will be able to pass any additional costs to our
customers. On the other hand, such control measures may also lead to slower economic
activity and we may see reduced demand for our services.
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Our ability to access credit and capital markets in the future may be adversely
affected by factors beyond our control.

Interest rate increases by the PBOC, or market disruptions such as those experienced
in the United States, European Union and other countries or regions, may increase our cost
of borrowing or adversely affect our ability to access sources of liquidity upon which we
may rely to finance our operations and satisfy our obligations as they become due. We
intend to continue to make investments to support our business growth and may require
additional funds to respond to business challenges. There can be no assurance that the
anticipated cash flow from our operations will be sufficient to meet all of our cash
requirements, or that we will be able to secure external financing at competitive rates, or
at all. Any such failure may adversely affect our ability to finance our operations, meet our
obligations, or implement our growth strategy.

Uncertainties with respect to the PRC legal system could limit the legal protection
available to you.

The legal system in the PRC has inherent uncertainties that could limit the legal
protection available to our Shareholders. As we conduct all of our substantial business
operations in the PRC, we are principally governed by PRC laws, rules and regulations.
The PRC legal system is based on the civil law system. Unlike the common law system,
the civil law system is established on the written statutes and their interpretation by the
Supreme People’s Court, while prior legal decisions and judgments have limited
significance as precedent. The PRC Government has been developing a commercial law
system, and has made significant progress in promulgating laws and regulations related to
economic affairs and matters, such as corporate organization and governance, foreign
investments, commerce, taxation and trade.

However, many of these laws and regulations are relatively new and there is a limited
volume of published decisions. Thus, there are uncertainties involved in their
implementation and interpretation, which might not be as consistent and predictable as in
other jurisdictions. Furthermore, the legal protection available to you under these laws,
rules and regulations may be limited. Any litigation or regulatory enforcement action in the
PRC may be protracted and result in substantial costs and diversion of resources and
management attention.

As is known to all, the PRC legal system is based in part on government policies and
internal rules, some of which are not published on a timely basis or at all, and which may
have a retroactive effect. As a result, we may not be aware of our violation of any of these
policies and rules until sometime after the violation. Such uncertainties, including
uncertainty over the scope and effect of our contractual, property (including intellectual
property) and procedural rights, and any failure to respond to changes in the regulatory
environment in China could materially and adversely affect our business and impede our
ability to continue our operations.
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You may experience difficulties in effecting service of process or enforcing foreign
judgments against us, our Directors or senior management residing in China.

Our Company is incorporated in the Cayman Islands. Substantially all of our assets
are located in China and substantially all of our executive and non-executive Directors and
senior management ordinarily reside in China. Therefore, it may not be possible to effect
service of process in Hong Kong or elsewhere outside of China upon us or our Directors
or senior management. Moreover, China has not entered into treaties for the reciprocal
recognition and enforcement of court judgments with Japan, the United Kingdom, the
United States and many other countries. As a result, recognition and enforcement in China
of a court judgment obtained in other jurisdictions may be difficult or impossible.

On July 14, 2006, the Supreme People’s Court of the PRC and the Government of the
Hong Kong Special Administrative Region signed an Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters (the “2006
Arrangement”). Under the 2006 Arrangement, where any designated People’s Court of the
PRC or Hong Kong court has made an enforceable final judgment requiring payment of
money in a civil and commercial case pursuant to a choice of court agreement, any party
concerned may apply to the relevant People’s Court of the PRC or Hong Kong court for
recognition and enforcement of the judgment. On January 18, 2019, the Supreme People’s
Court of the PRC and the Government of the Hong Kong Special Administrative Region
signed a new Arrangement on Reciprocal Recognition and Enforcement of Judgments in
Civil and Commercial Matters (the “2019 Arrangement”), which broadened the scope of
the judgments which are considered to be of in “civil and commercial” nature under both
the PRC and Hong Kong laws. Judgments in civil and commercial matters under the 2019
Arrangement cover both monetary and non-monetary relief, with certain exclusions.
Although the 2006 Arrangement has become effective while the 2019 Arrangement has not,
the outcome and effectiveness of any action brought under the arrangements remain
uncertain.

We may be deemed a PRC resident enterprise under the EIT Law and be subject to
a tax rate of 25% on our global income.

Pursuant to the EIT Law, which came into effect on January 1, 2008 and was amended
on February 24, 2017 and December 29, 2018, an enterprise established outside the PRC
whose “de facto management body” is located in the PRC is considered a “PRC resident
enterprise” and will generally be subject to the uniform enterprise income tax rate, or EIT
rate, of 25% on its global income. Under the implementation rules of the EIT Law, “de
facto management body” is defined as the organizational body that effectively exercises
management and control over such aspects as the business operations, personnel,
accounting and properties of the enterprise.
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On April 22, 2009, SAT released the Notice Regarding the Determination of
Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident Enterprises on
the Basis of De Facto Management Bodies (B8 5540 it o 42 b SE AR B PR A5 B A A

HE SR E oy R RS S B R EAAE A (“Circular 827), as amended on December 29,
2017, which sets out the standards and procedures for determining whether the “de facto
management body” of an enterprise registered outside of the PRC and controlled by PRC
enterprises or PRC enterprise groups is located within the PRC. Under Circular 82, a
foreign enterprise controlled by a PRC enterprise or PRC enterprise group is considered a
PRC resident enterprise if all of the following apply: (i) the senior management and core
management departments in charge of daily business operations are located mainly within
the PRC; (ii) financial and human resources decisions are subject to determination or
approval by persons or bodies in the PRC; (iii) major assets, accounting books, company
seals and minutes and files of board and shareholders’ meetings are located or kept within
the PRC; and (iv) at least half of the enterprise’s directors with voting rights or senior
management reside within the PRC. In addition, Circular 82 also requires that the
determination of “de facto management body” shall be based on the principle that
substance is more important than form. Further to Circular 82, SAT issued the
Chinese-Controlled Offshore Incorporated Resident Enterprises Income Tax Regulation
(Trial Implementation) (354haE M & #E AT RAS SEFTSBUE BLIREGRTT))  (“Bulletin
45”), which took effect on September 1, 2011 and was amended on June 1, 2015 and
October 1, 2016 and June 15, 2018, to provide more guidance on the implementation of
Circular 82 and clarify the reporting and filing obligations of such “Chinese-controlled
offshore incorporated resident enterprises”. Bulletin 45 provides procedures and
administrative details for the determination of resident status and administration of
post-determination matters. Although Circular 82 and Bulletin 45 explicitly provide that
the above standards apply to enterprises which are registered outside of the PRC and
controlled by PRC enterprises or PRC enterprise groups, Circular 82 may reflect SAT’s
criteria for determining the tax residence of foreign enterprises in general. The tax resident
status of an enterprise is subject to determination by the PRC tax authorities and
uncertainties remain with respect to the interpretation of the term “de facto management
body”. Most of our Directors and senior management are currently based in the PRC; if we
are deemed a PRC resident enterprise, the EIT rate of 25% on our global taxable income
may reduce capital we could otherwise divert to our business operations.

You may be subject to PRC income tax on dividends from us or on any gain realized
on the transfer of our Shares under PRC law.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty
or similar arrangement between the PRC and your jurisdiction of residence that provides
for a different income tax arrangement, PRC withholding tax at the rate of 10% is normally
applicable to dividends from PRC sources payable to investors that are non-PRC resident
enterprises, which do not have an establishment or place of business in the PRC, or which
have such establishment or place of business if the relevant income is not effectively
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connected with the establishment or place of business. Any gains realized on the transfer
of shares by such investors are subject to a 10% PRC income tax rate if such gains are
regarded as income from sources within the PRC unless a treaty or similar arrangement
provides otherwise. Under the PRC Individual Income Tax Law ("3 A R ILFNEE A Fr {5
Bii%) and its implementation rules, dividends from sources within the PRC paid to foreign
individual investors who are not PRC residents are generally subject to a PRC withholding
tax at a rate of 20% and gains from PRC sources realized by such investors on the transfer
of shares are generally subject to a 20% PRC income tax rate, in each case, subject to any
reduction or exemption set forth in applicable tax treaties and PRC laws.

Although we conduct substantially all of our business operations in the PRC, it is
unclear whether dividends we pay with respect to our Shares, or the gain realized from the
transfer of our Shares, would be treated as income from sources within the PRC and as a
result be subject to PRC income tax if we are considered a PRC resident enterprise. If PRC
income tax is imposed on gains realized from the transfer of our Shares or on dividends
paid to our non-PRC resident investors, the value of your investment in our Shares may be
materially and adversely affected. Furthermore, our Shareholders whose jurisdictions of
residence have tax treaties or arrangements with the PRC may not qualify for benefits
under such tax treaties or arrangements.

Regulations relating to offshore investment activities by PRC residents may subject us
to fines or sanctions imposed by the PRC Government, including restrictions on the
ability of our PRC subsidiaries to pay dividends or make distributions to us and our
ability to increase our investment in our PRC subsidiaries.

SAFE promulgated the Notice on Relevant Issues Concerning Foreign Exchange
Administration for Domestic Residents to Engage in Overseas Investment, Financing and
Round Trip Investment via Special Purpose Vehicles ( <[54SR B A 5 A & R4
WARRIR H B2 AR AN R MOR R BUE SIS AT B R @) ) (the “Circular 377)
in July 2014, which abolished and superseded the Circular on Relevant Issues concerning
Foreign Exchange Administration for PRC Residents to Engage in Financing and Round
Trip Investment via Overseas Special Purpose Vehicles (7435 A1 s B4l 48 35 AMERIR H 1Y
I8 Al e RORFE PG ANE R B B RE A3 AN, Pursuant  to  Circular 37  and  its
implementation rules, PRC residents, including PRC institutions and individuals, must
register with local branches of SAFE in connection with their direct or indirect offshore
investments in an overseas special purpose vehicle, or SPV, directly established or
indirectly controlled by PRC residents for the purposes of offshore investment and
financing with their legally owned assets or interests in domestic enterprises, or their
legally owned offshore assets or interests or any inbound investment through SPVs. Such
PRC residents are also required to amend their registrations with SAFE when there is
change to the required information of the registered SPV, such as changes to its PRC
resident individual shareholder, name, operation period or other basic information, or the
PRC individual resident’s increase or decrease in its capital contribution in the SPV, or any
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share transfer or exchange, merger or division of the SPV. In accordance with the Notice
on Further Simplifying and Improving the Foreign Currency Management Policy on Direct
Investment  ( CEIZZAMMEAE BEJR Bl A ME — 25 (L A0 O B REBUE AN MEAE BRECR 03 R )
(the “SAFE Notice No. 13”), the foreign exchange registration aforesaid has been directly
reviewed and handled by banks since June 1, 2015, and SAFE and its branches perform
indirect regulation over such foreign exchange registration through local banks. Under this
regulation, failure to comply with the registration procedures set forth in Circular 37 may
result in restrictions being imposed on the foreign exchange activities of our PRC
subsidiaries, including the payment of dividends and other distributions to its offshore
parent or affiliate, the capital inflow from the offshore entities and its settlement of foreign
exchange capital, and may also subject the relevant onshore company or PRC residents to
penalties under PRC foreign exchange administration regulations.

We cannot assure that the Chinese resident shareholders will in the future complete
the registration with the SAFE in a timely manner and obey the regulations on foreign
exchange. If Chinese resident shareholders contribute capital to an offshore special
purpose vehicle without completing Circular 37 Registration, the Chinese resident
shareholders shall be ordered by the foreign exchange control authorities to recover the
foreign exchange within a stipulated period and be subject to a fine of not more than 30%
of the amount of evaded foreign exchange; where the case is serious, a fine ranging from
30% of the amount of evaded foreign exchange to the equivalent value shall be imposed;
where the case constitutes a criminal offence, criminal liability shall be pursued in
accordance with the law. In addition, we may not at all times be fully aware or informed
of the identities of all of our Shareholders who are PRC residents, and we may not always
be able to timely compel our Shareholders to comply with the requirements of Circular 37.
Moreover, there is no assurance that the PRC Government will not have a different
interpretation of the requirements of Circular 37 in the future.

PRC laws and regulations establish more complex procedures for some acquisitions of
PRC companies by foreign investors, which could make it difficult for us to pursue
growth through acquisitions in the PRC.

A number of PRC laws and regulations, including the M&A Rules, the Anti-
Monopoly Law (/Z#EEi%), and the Rules of MOFCOM on Implementation of Security
Review System of Mergers and Acquisitions of Domestic Enterprises by Foreign Investors
(PR3 B Tt 1 43 3 D i IR N A 2 R i Al B B E)  promulgated by MOFCOM
on August 25, 2011 and effective from September 1, 2011 (the “Security Review Rules”),
have established procedures and requirements that are expected to make the review of
certain merger and acquisition activities by foreign investors in the PRC more time-
consuming and complex. These include requirements in some instances to notify
MOFCOM in advance of any transaction in which foreign investors take control of a PRC
domestic enterprise, or to obtain approval from MOFCOM before overseas companies
established or controlled by PRC enterprises or residents acquire affiliated domestic
companies. PRC laws and regulations also require certain merger and acquisition
transactions to be subject to merger control or security review.
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The Security Review Rules prohibits foreign investors from bypassing the security
review requirement by structuring transactions through proxies, trusts, indirect
investments, leases, loans, control through contractual arrangements or offshore
transactions. If we are found to be in violation of the Security Review Rules and other PRC
laws and regulations with respect to merger and acquisition activities in the PRC, or fail
to obtain any of the required approvals, the relevant regulatory authorities would have
broad discretion in dealing with such violations, including levying fines, revoking business
and operating licenses, confiscating our income and requiring us to restructure or unwind
our restructuring activities. Any of these actions could cause significant disruption to our
business operations and could materially and adversely affect our business, financial
condition and results of operations. Furthermore, if the business of any target company we
plan to acquire falls into the ambit of security review, we may not be able to successfully
acquire such company either by equity or asset acquisition, capital contribution or any
contractual arrangement. We may grow our business in part by acquiring other companies
operating in our industry. Complying with the requirements of the relevant regulations to
complete such transactions could be time-consuming, and any required approval processes,
including approval from MOFCOM, may delay or inhibit our ability to complete such
transactions, thus affecting our ability to expand our business or maintain our market
share.

Restrictions on currency exchange under PRC laws and regulations may limit our
ability to satisfy obligations denominated in foreign currencies.

Currently, the Renminbi cannot be freely converted into foreign currencies, and the
conversion and remittance of foreign currencies are subject to PRC foreign exchange
regulations. Substantially all of our revenue is denominated in Renminbi. Under our
current corporate structure, we derive our income primarily from dividend payments made
by our PRC subsidiaries. Shortages in the availability of foreign currency may restrict the
ability of our PRC subsidiaries to pay dividends or other payments to us or satisfy other
foreign currency-denominated obligations, if any. In addition, any limitation on the ability
of our PRC subsidiaries to pay dividends or make other distributions to us could materially
and adversely limit our ability to grow, make investments or acquisitions that could be
beneficial to our business, pay dividends, or otherwise fund and conduct our business.

Under existing PRC foreign exchange regulations, the Renminbi is convertible
without prior approval from SAFE for current account transactions so long as certain
procedures are complied with. Examples of such current account transactions include
profit distributions and interest payments. However, prior approval and registration with
SAFE is required for capital account transactions. Examples of capital account transactions
include foreign direct investment and the repayment of loan principal. There can be no
assurance that the PRC Government, in seeking to regulate the economy, will not restrict
access to foreign currencies for current account transactions in the future. Such restrictions
may limit our ability to convert cash from our operating activities into foreign currencies
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to make dividend payments or satisfy any foreign currency-denominated obligations we
may have. Moreover, limitations on the flow of funds between us and our PRC subsidiaries
may restrict our ability to provide financing to our PRC subsidiaries and take advantage
of business opportunities in response to market conditions.

Fluctuations in exchange rates may have a material adverse impact on your
investment.

The value of the Renminbi against US dollars, HK dollars and other currencies may
fluctuate and subject to, among others, impacts of political situation and economic policies
and situation. The Renminbi is no longer pegged to the US dollar, and is based on the
policy of floating exchange rate. Its value in international market is determined with
reference to a basket of currency policies. It is difficult to predict how market forces and
the PRC Government’s policies will continue to impact Renminbi exchange rates going
forward. In light of the trend towards Renminbi internationalization, the PRC Government
may announce further changes to the exchange rate system, and we cannot assure you that
the Renminbi will not appreciate or depreciate significantly in value against the Hong
Kong dollar, U.S. dollar or other foreign currencies.

Substantially all of our revenue, liabilities and assets are denominated in Renminbi,
while our [REDACTED] from the [REDACTED] will be denominated in Hong Kong
dollars. Material fluctuations in the exchange rate of the Renminbi against the Hong Kong
dollar may negatively impact the value and amount of any dividends payable on our
Shares. For example, significant appreciation of the Renminbi against the Hong Kong
dollar could reduce the amount of Renminbi received from converting [REDACTED] or
[REDACTED] from future financing efforts to fund our operations. Conversely,
significant depreciation of the Renminbi may increase the cost of converting our
Renminbi-denominated cash flow into Hong Kong dollars, thereby reducing the amount of
cash available for paying dividends on our Shares or carrying out other business
operations.

RISKS RELATING TO THE [REDACTED] AND THE [REDACTED]

There has been no prior market for our Shares, and their liquidity and market price
following the [REDACTED] may be volatile.

Prior to the [REDACTED], there was no public market for our Shares. The indicative
[REDACTED] and the [REDACTED] will be determined by negotiations between us, the
[REDACTED] and the [REDACTED] (on behalf of the [REDACTED]), and they may
differ significantly from the market price of our Shares following the [REDACTED].
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We have applied to [REDACTED] and [REDACTED] our Shares on the Stock
Exchange. However, even if approved, there can be no guarantee that: (i) an active or
liquid trading market for our Shares will develop; or (ii) if such a trading market does
develop, it will be sustained following completion of the [REDACTED]; or (iii) the
market price of our Shares will not decline below the [REDACTED]. The [REDACTED]
volume and [REDACTED] of our Shares may be subject to significant volatility in
response to, among others, the following factors:

. variations in our financial condition and/or results of operations;

. changes in securities analysts’ estimates of our financial condition and/or results

of operations, regardless of the accuracy of information on which their estimates

are based;

. changes in investors’ perception of us and the investment environment
generally;

. loss of visibility in the markets due to lack of regular coverage of our business;

. strategic alliances or acquisitions;

. potential litigations or regulatory investigations;

. loss of key personnel;

. changes in laws and regulations that impose limitations on our industry;

. announcements made by us or our competitors;

. changes in pricing adopted by us or our competitors;

. the liquidity of the market for our Shares; and

. general economic and other factors.
Since there will be a gap of several days between pricing and trading of our
[REDACTED], the price of our [REDACTED] could fall below the [REDACTED]
when the [REDACTED]| commences.

The [REDACTED] of our Shares is expected to be determined on the
[REDACTED]. However, our Shares will not commence [REDACTED] on the Stock

Exchange until they are delivered, which is expected to be four Hong Kong business days
after the [REDACTED]. As a result, investors may not be able to sell or deal in our Shares

— 81 =



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

RISK FACTORS

during that period. Accordingly, holders of our Shares are subject to the risk that the price
of our Shares could fall below the [REDACTED] when the [REDACTED] commences as
a result of adverse market conditions or other adverse developments, that could occur
between the time of sale and the time [REDACTED] begins.

Potential investors will experience immediate and substantial dilution as a result of
the [REDACTED] and could face dilution as a result of future equity financings.

The [REDACTED] substantially exceeds the per Share value of our net tangible
assets after subtracting our total liabilities, and therefore potential investors will
experience immediate dilution when they purchase our Shares in the [REDACTED]. If we
were to distribute our net tangible assets to our Shareholders immediately following the
[REDACTED], potential investors would receive less than the amount they paid for their
Shares.

We will comply with Rule 10.08 of the Listing Rules, which specifies that no further
Shares or other securities of our Company (subject to certain exceptions) may be
[REDACTED] or form the subject of any agreement to such an issue within six months
from the [REDACTED]. However, after six months from the [REDACTED] we may raise
additional funds to finance future acquisitions or expansions of our business operations by
[REDACTED] or other securities of our Company. As a result, the percentage
shareholding of the then Shareholders may be diluted and such newly [REDACTED] or
other securities may confer rights and privileges that have priority over those of the then
Shareholders.

Future or perceived sales of substantial amounts of our Shares could affect their
market price.

The market price of our Shares could decline as a result of future sales of substantial
amounts of our Shares or other related securities, or the perception that such sales may
occur. Our ability to raise future capital at favorable times and prices may also be
materially and adversely affected. Our Shares held by the Controlling Shareholders are
currently subject to certain lock-up undertakings, the details of which are set out in
“[REDACTED]” in this [REDACTED]. However, there is no assurance that following the
expiration of the lock-up periods, these Shareholders will not dispose of any Shares. We
cannot predict the effect of any future sales of the Shares by any of our Shareholders on
the market price of our Shares.
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We may not declare dividends on our Shares in the future.

Any declaration of dividends will be proposed by our Board of Directors, and the
amount of any dividends will depend on various factors, including, without limitation, our
results of operations, financial performance, profitability, business development,
prospects, capital requirements, economic outlook and other factors which our Board of
Directors may  determine are important. For  details, see “Financial
Information—Dividends” in this [REDACTED]. We cannot guarantee when, if and in
what form dividends will be paid. Our historical dividend policy should not be taken as
indicative of our dividend policy in the future.

Our Controlling Shareholders has substantial influence over our Company and its
interests may not be aligned with the interests of other Shareholders who subscribe
for Shares in the [REDACTED].

Immediately after the [REDACTED], our Controlling Shareholders will directly and
indirectly control the exercise of approximately [REDACTED]% of voting rights in the
general meeting of our Company. For details, see “Relationship with Controlling
Shareholders” in this [REDACTED]. The interests of our Controlling Shareholders may
differ from the interests of our other Shareholders. Our Controlling Shareholders will have
significant influence on the outcome of any corporate transaction or other matters
submitted to our Shareholders for approval, including mergers, consolidations, sales of all
or substantially all of our assets, election of Directors and other significant corporate
actions. This concentration of ownership may discourage, delay or prevent changes in
control of our Company that would otherwise benefit our other Shareholders. To the extent
that the interests of our Controlling Shareholders conflict with those of our other
Shareholders, our other Shareholders may be deprived of opportunities to advance or
protect their interests.

Certain facts, forecast and other statistics in this [REDACTED] obtained from
publicly available sources have not been independently verified and may not be
reliable.

Certain facts, forecasts and statistics in this [REDACTED] relating to the PRC, the
PRC economy and industries relevant to us were obtained from information provided or
published by PRC Government agencies, industry associations, independent research
institutions or other third-party sources, and we can guarantee neither the quality nor
reliability of such source materials. The information derived from official government
publications has not been independently verified by us, the Joint Sponsors, the
[REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], the
[REDACTED], the [REDACTED], or any of their respective affiliates or advisers, or any
other persons or parties involved in the [REDACTED], and, therefore, we make no
representation as to the accuracy of such facts and statistics. Accordingly the information
from official government sources contained herein may not be accurate and should not be
unduly relied upon. Furthermore, we cannot assure you that they are stated or compiled on
the same basis, or with the same degree of accuracy, as similar statistics presented
elsewhere. In all cases, investors should consider how much weight or importance they
should attach to or place on such facts, forecasts, or statistics.
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Investors should read this entire [REDACTED] carefully and should not consider or
rely on any particular statements in this [REDACTED] or in published media reports
without carefully considering the risks and other information in this [REDACTED].

Prior or subsequent to the publication of this [REDACTED], there has been or may
be press and media coverage regarding us and the [REDACTED], in addition to marketing
materials we published in compliance with the Listing Rules. Such press and media
coverage may include references to information that do not appear in this [REDACTED]
or is inaccurate. We have not authorized the publication of any such information contained
in unauthorized press and media coverage. Therefore, we make no representation as to the
appropriateness, accuracy, completeness or reliability of any information disseminated in
the media and do not accept any responsibility for the accuracy or completeness of any
financial information or forward-looking statements contained therein. To the extent that
any of the information in the media is inconsistent or conflicts with the contents of this
[REDACTED], we expressly disclaim it. Accordingly, prospective investors should only
rely on information included in this [REDACTED] and not on any of the information in
press articles or other media coverage in deciding whether or not to purchase the
[REDACTED].
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In preparation for the [REDACTED], our Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules provides that a new applicant applying for a primary
listing on the Stock Exchange must have a sufficient management presence in Hong Kong.
This normally means that at least two of its executive directors must be ordinarily resident
in Hong Kong.

Since our Company is headquartered in and has its principal business in the PRC, our
executive Directors and senior management members spend the majority of their time
supervising our Company’s principal business operations in the PRC and do not ordinarily
reside in Hong Kong. We consider that it would be more efficient and effective for our
executive Directors and our senior management members to be based in the PRC to
supervise and manage our daily business operations. Accordingly, we do not have, and for
the foreseeable future will not have, sufficient management presence in Hong Kong for the
purpose of satisfying the management presence requirement under Rule 8.12 of the Listing
Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has
granted] us, a waiver from strict compliance with Rule 8.12 of the Listing Rules, subject
to the conditions that, among other things, we have the following arrangements to maintain
effective communication between us and the Stock Exchange:

(a) We have appointed two authorized representatives pursuant to Rule 3.05 of the
Listing Rules, who will act as our principal channel of communication with the
Stock Exchange. The two appointed authorized representatives are Mr. Pan Yang
(&R 9EH), an executive Director and Mr. Chiu Ming King (#BHIR5EE), the
company secretary of our Company, each of whom will be readily and promptly
contactable at all times by the Stock Exchange and can meet with the Stock
Exchange on reasonable notice upon the request of the Stock Exchange.

(b) Our Company has been registered as a non-Hong Kong company under Part 16
of the Companies Ordinance, and Mr. Chiu Ming King (#P5%c4:) has been
authorized to accept service of legal process and notice in Hong Kong on behalf
of our Company.

(c) Our Company has provided the contact details (including their respective office
and mobile phone numbers, email addresses and facsimile numbers) of our
Directors (including the independent non-executive Directors) to the authorized
representatives and to the Stock Exchange. Our authorized representatives have
means for contacting all Directors promptly at all times as and when the Stock
Exchange wishes to contact the Directors for any matters.

— 85 -



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

WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

(d) The Board will consist of, upon [REDACTED], two executive Directors, five
non-executive Directors and four independent non-executive Directors. Two
independent non-executive Directors ordinarily reside in Hong Kong and the
remaining nine Directors ordinarily reside in the PRC. Each of our Directors
either possesses, or can apply for, valid travel documents to visit Hong Kong in
order to meet with the Stock Exchange within a reasonable period upon the
request of the Stock Exchange.

(e) Our Company has, in accordance with Rule 3A.19 of the Listing Rules, also
appointed UOB Kay Hian (Hong Kong) Limited as our compliance adviser, who
will act as an additional channel of communication with the Stock Exchange.
The compliance adviser will advise ongoing compliance requirements and other
issues arising under the Listing Rules and other applicable laws and regulations
in Hong Kong for a period commencing on the [REDACTED] at least until the
date on which our Company complies with Rule 13.46 of the Listing Rules in
respect of our Company’s financial results for the first full financial year after
the [REDACTED]. Our Company will inform the Stock Exchange promptly of
any changes of our compliance adviser.

(f) Our Company will appoint other professional advisers (including legal advisers
and accountants) after the [REDACTED] to advise our Company on ongoing
compliance requirements and other issues arising under the Listing Rules and
other applicable laws and regulations in Hong Kong.

We will ensure that there are adequate and efficient means of communication among
us, our authorized representatives, Directors, other officers and the compliance adviser and
will keep the compliance adviser fully informed of all communications and dealings
between us and the Stock Exchange.

CONTINUING CONNECTED TRANSACTIONS

We have entered into and are expected to continue after the [REDACTED], certain
continuing connected transactions, which will constitute non-exempt continuing connected
transactions under the Listing Rules upon the [REDACTED]. Our Company has applied to
the Stock Exchange for, and the Stock Exchange [has granted] us, a waiver under Rule
14A.105 of the Listing Rules from strict compliance with the announcement and/or
independent shareholders’ approval requirements in respect of the non-exempt continuing
connected transactions. For further details of the non-exempt continuing connected
transactions, please refer to the section headed “Connected Transactions” of this
[REDACTED].
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Mr. KONG Fanxing
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Shanghai

PRC

Room 402, No. 10, Lane 1333
Haiyang Road
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PRC
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Name

Mr. LI Qianjin
(ZEHITAE /)

Ms. GUO Lina (FRREW 4 1)

Address

Room 501, Unit 2, Building 39

Minxiangyuan
Yunlong District
Xuzhou

Jiangsu Province
PRC

No. 88, Lane 889
Jiangliu Road
Minhang District
Shanghai

PRC

Independent Non-executive Directors

Mr. LIU Jialin (P15 #%4)

Mr. XU Min

Ms. JIN Jinping (&#i# & +)

Mr. SUM Siu Kei
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House 16 Strawberry Hill
8 Plunkett’s Road
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Hong Kong

Room 1502, No. 11, Lane 1399

Dingxiang Road
Pudong New Area
Shanghai

PRC

Room 201, Unit 1, Building 17
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Haidian District
Beijing
PRC

Flat 5A, 5/F
Mosbert Mansion
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Nationality

Chinese

Chinese

Chinese

Canadian

Chinese
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For further information regarding our Directors, please refer to the section headed
“Directors and Senior Management” in this [REDACTED].
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Huatai Financial Holdings (Hong Kong)
Limited
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Citigroup Global Markets Asia Limited
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CMB International Capital Limited
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3 Garden Road
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Hong Kong

DBS Asia Capital Limited
73/F, The Center

99 Queen’s Road Central
Hong Kong
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Legal Advisers to the Company As to Hong Kong and U.S. law:
Baker & McKenzie
14/F, One Taikoo Place
979 King’s Road
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Hong Kong

As to PRC law:

Tian Yuan Law Firm

Suite 509, Tower A, Corporate Square
35 Financial Street

Xicheng District

Beijing

PRC

As to Cayman Islands laws:

Maples and Calder (Hong Kong) LLP
26/F, Central Plaza

18 Harbour Road

Wanchai
Hong Kong
Legal Advisers to the Joint Sponsors As to Hong Kong and U.S. law:
and the [REDACTED] Clifford Chance

27/F, Jardine House
One Connaught Place
Central

Hong Kong

As to PRC law:
Fangda Partners

24/F, HKRI Centre Two
HKRI Taikoo Hui

288 Shi Men Yi Road
Shanghai

PRC
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Reporting Accountants and Auditors

Compliance Adviser

Industry Consultant

Ernst & Young

Certified Public Accountants

Registered Public Interest Entity Auditor
27/F, One Taikoo Place

979 King’s Road

Quarry Bay

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F Harcourt House

39 Gloucester Road

Hong Kong

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

Room 1018, Block B

500 Yunjin Road

Xuhui District

Shanghai

PRC
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Registered Office

Headquarters

Principal Place of Business in Hong

Kong

Company Website

Company Secretary

Authorized Representatives

P. O. Box 31119 Grand Pavilion
Hibiscus Way

802 West Bay Road

Grand Cayman

KY1-1205

Cayman Islands

No. 5, 6-610, Build 2

Minghai Center, 200 Xichang Road
Pilot Free Trade Zone

(Dongjiang Bonded Port Zone)
Tianjin

PRC

Room 1901, 19/F, Lee Garden One
33 Hysan Avenue

Causeway Bay

Hong Kong

www.hongxinjianfa.com

(This website and the information
contained on this website do not form part
of this [REDACTED])

Mr. CHIU Ming King (B,
(a fellow member of the Hong Kong
Chartered Governance Institute)
Room 1901, 19/F, Lee Garden One
33 Hysan Avenue

Causeway Bay

Hong Kong

Mr. PAN Yang (@55
No.1996

Zhangyang Road

Pudong New District
Shanghai

PRC
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Mr. LIU Jialin (25 #554)
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Mr. XU Min (Chairman)
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Mr. XU Min
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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
[REDACTED] were extracted from the F&S Report, which was commissioned by
us, and from various official government publications and other publicly available
publications. We engaged Frost & Sullivan to prepare the F&S Report, an
independent industry report, in connection with the [REDACTED]. The
information from official government sources has not been independently verified
by us, the Joint Sponsors, the [REDACTED], the [REDACTED], the
[REDACTED], the [REDACTED] and the [REDACTED], [REDACTED], any of
their respective directors and advisers, or any other persons or parties involved in
the [REDACTED)], and no representation is given as to its accuracy. Accordingly
the information from official government sources contained herein may not be
accurate and should not be unduly relied upon.

SOURCE OF INFORMATION

The contract sum to Frost & Sullivan is RMB1,320,000 for the preparation and use
of the F&S Report, and we believe that such fees are consistent with the market rate. Frost
& Sullivan is an independent consulting firm founded in Hong Kong. It offers industry
research and market strategies and provides growth consulting and corporate training. In
compiling and preparing the F&S Report, Frost & Sullivan has adopted the following
assumptions: (i) Chinese social, economic and political environment is likely to remain
stable in the forecast period; (ii) the Chinese government policies on equipment operation
service market will remain unchanged during the forecast period; (iii) related industry key
drivers are likely to drive the market in the forecast period. Frost & Sullivan has conducted
detailed primary research which involved discussing the status of the industry with leading
industry participants and industry experts, as well as secondary research which involved
reviewing company reports, independent research reports and data based on its own
research database. Frost & Sullivan has obtained the figures for the projected total market
size from historical data analysis plotted against macroeconomic data as well as specific
related industry drivers. Our Directors confirm that, after making reasonable enquiries,
there is no adverse change in the market information since the date of the Frost & Sullivan
Report that may qualify, contradict or have a material impact on the information.
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OVERVIEW OF PRC ECONOMY

Over the past five years, China’s macro economy has maintained a rapid growth.
China’s nominal GDP increased from RMB91.9 trillion in 2018 to RMB121.0 trillion in
2022 with a CAGR of 7.1%, and is expected to further increase to RMB159.5 trillion in
2027, representing a CAGR of 5.7% from 2022 to 2027. On the other hand, China’s
urbanization rate increased from 59.6% in 2018 to 65.2% in 2022 with a CAGR of 2.3%,
and is expected to further increase to 71.1% in 2027, representing a CAGR of 1.7% from
2022 to 2027. The following chart sets forth the historical and forecast nominal GDP and
nominal GDP per capita in China for the periods indicated.

CAGR 2018-2022 2022-2027E
Nominal GDP .
(RMB in trillions) Nominal GDP 7.1% 5.7%
Nominal GDP per capita Nominal GDP per Capita 67% -

(RMB in th ds)

159.5

M Nominal GDP

Bl Nominal GDP
per Capita

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Source: National Bureau of Statistics, Frost & Sullivan

The following chart sets forth the historical and forecast urbanization rates of China
and other major economies for the periods indicated.

Urbanization Rate, % uU.s. — EU e China

82.3% 82.5% 82.7% 82.9% 83.1% 83.3% 83.4% 83.4% 83.5% 83.6%

74.5% 74.7% 74.9% 75.0% 752% 75.3% 75.4% 75.4% 75.5% 75.6%

71.1%
674uu9%/—

63.9% 64.7% 65.2% 66.1%

59.6%  60.6% -
A—
2018 2019 2020 2021 2022 2023E  2024E  2025E  2026E  2027E

Source: National Bureau of Statistics, World Bank, Frost & Sullivan
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INDUSTRY OVERVIEW

TRANSFORMATION AND UPGRADE OF THE CONSTRUCTION INDUSTRY

Underpinned by the ever-increasing investment in the infrastructure industry and
expansion of urbanization, the construction industry has maintained a steady growth. The
total output value of the construction industry in China increased from RMB23.5 trillion
in 2018 to RMB31.2 trillion in 2022 with a CAGR of 7.3%, and is expected to further
increase to RMB41.1 trillion in 2027, representing a CAGR of 5.7% from 2022 to 2027.

With the steady growth of the macro economy, China’s construction industry has
entered into a new era of technology transformation and upgrade, motivated by the
following factors:

. Challenges confronted in construction due to the complex terrain. China has a vast
territory of 9.6 million sq. km., consisting of 67% of mountain land, highland and
hills and 33% of flatlands and basin. Such complex terrain brings numerous
challenges for construction. Challenges confronted in construction due to the
complex terrain, as well as the development of infrastructure collectively foster a
high demand for advanced construction methods and customized equipment operation
services.

. Labor shortage and higher labor costs. China’s aging level has increased over the
past five years, with the aging rate (calculated by the population over 65 years old
divided by the total population) increasing from 12.0% in 2018 to 14.9% in 2022, and
is expected to further increase to 17.3% in 2027. To address the problems associated
with labor shortage and higher labor costs, the construction industry has entered into
a new era of technology transformation and upgrade to meet customers’ needs for
higher quality and comprehensive services, as well as smart and safer manufacturing.

. Increasingly stringent regulatory requirements. China’s laws and regulations on
production and construction safety and environment protection are becoming
increasingly stringent. In terms of production and construction safety, new laws and
regulations have been implemented to lower the tolerance for accident work injury,
raise the safety standards for construction site, and impose stricter requirements on
construction safety. In terms of environment protection, requirements for energy
conservation and emission reduction are more stringent as China’s goal is to achieve
carbon peaks by 2030 and carbon neutrality by 2060. As a result, construction
methods and engineering equipment are constantly upgrading. Technologies such as
low-carbon energy-saving technology, production safety technology and
prefabricated tools are being increasingly applied.
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Key future trend of the transformation and upgrade of construction industry mainly
include the following aspects:

. Constant upgrade of construction methods. Fueled by technological breakthroughs,
construction methods are constantly upgrading. With the development of technologies
in relation to new infrastructure, such as 5G, IoT and cloud computing, innovations
in construction methods, such as construction industrialization (the proportion of
prefabricated construction increased, and accounted for 24.5% of China’s
construction industry in 2021), digitalized construction, intelligent construction
technology and low-carbon construction technology are increasingly applied at a fast
pace. As a result, the construction industry is gradually transforming from labor-
intensive to knowledge-intensive, with more talents equipped with professional
technical know-how and expertise entering this industry.

. Appliance of advanced engineering equipment. Engineering equipment will upgrade
towards the direction of unmanned control, automation and miniaturization. Efficient,
safe, cost-saving, environmentally-friendly and intelligent engineering equipment
will be increasingly applied in more scenarios to replace the manpower.

. Highly specialized division of labor and transformation of supply chain. Along with
the transformation and upgrade of construction methods and equipment, equipment
operation during the construction process is becoming more complex and specialized.
Transformation and upgrade of the construction industry will facilitate the
transformation of supply chain for the construction industry. According to the F&S
Report, leading players in the equipment operation service industry in China are
expected to benefit from transformation and upgrade of the construction industry and
supply chain for the construction industry. These leading players will proactively
participate in the process of, as well as take lead in, market transformation and
upgrade, according to the F&S Report.

THE EQUIPMENT OPERATION SERVICE MARKET IN CHINA
Overview

Equipment operation service refers to the services provided by equipment operation
service providers that cover the full-cycle of projects to the equipment users, which
primarily includes (i) traditional equipment operation service, such as equipment leasing;
(i1) other services driven by the increasing demand from equipment users for one-stop
solutions, such as construction and instalment, repair and maintenance, agency sales, spare
parts sales, used equipment disposal, and equipment remanufacturing; and (iii) other
value-added services. Nowadays, end users in the equipment operation service market
demand high quality and comprehensive services, which require specialized and
professional services and solutions. Furthermore, with the adoption of new technologies
such as IoT on equipment, as well as extensive use of Apps and WeChat applets, leading
equipment operation service providers are able to provide more diversified value-added
services, such as remote control, IoT-based security alarm and smart equipment
management.
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The equipment operation service market value chain can be divided into three parts:
(i) the upstream equipment suppliers; (ii) the midstream equipment operation service
providers; and (iii) the downstream equipment users. The upstream equipment suppliers
primarily manufacture and sell equipment including, but not limited to, engineering
machinery equipment, excavation support system and formwork system, electrical
equipment, agricultural machinery equipment, healthcare equipment. The midstream
equipment operation service providers primarily provide services such as equipment
leasing, construction and instalment, and repair and maintenance. The downstream
equipment users come from diversified industries, which include but are not limited to
areas in relation to industrial, storage and logistics, construction, civil engineering, and
agriculture. The following chart sets forth the value chain of equipment operation services.

Construction machinery

N Engineering and
equipment

technical services (ETS)

| Industrial enterprises, |

| | Equipment leasing | warehouse logistics

Turnover material
| Construction users |

Installation and
calibration

. . | | Technical support |
Electrical equipment

| Civil engineering users |

equipment

Repair and maintenance | Used equipment trade

Agricultural S
Medical equipment | gricultural users |

| Agricultural machinery and |
| Others |

Repair and |

. Others
remanufacturing

| Spare parts sales | |

As compared to direct procurement of equipment, equipment users do not need to
bear the one-off procurement costs of equipment or be directly responsible for construction
and instalment and repair and maintenance if they engage equipment operation service
provider. In addition, they can further enjoy other value-added services, such as agency
sales, spare parts sales, used equipment disposal, and equipment remanufacturing from
equipment operation service providers. According to the F&S Report, the penetration rate
of the equipment leasing industry in China continued to increase from 2018 to 2022, and
is expected to further increase in the future.

Due to increasing labor costs and increasingly stringent regulations in relation to
construction site safety, equipment is playing an even more pivotal role in replacing
manpower, which has led to a rapid increase for specialized equipment operation service
in the past five years. The size of equipment operation service market in China in terms
of revenue increased from RMB607.0 billion in 2018 to RMB935.4 billion in 2022 with
a CAGR of 11.4%. Keeping pace with the further optimization and integration of the
market participants, improvement in service quality and specialization and increase in the
equipment amount, it is expected that the size of equipment operation service market in
China in terms of revenue will increase to RMB1,593.2 billion in 2027 with a CAGR of
11.2% from 2022 to 2027. The following chart sets forth the historical and forecast size
of equipment operation service market in China in terms of revenue for the periods
indicated.
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Market size of equipment operation services in China,
breakdown by equipment type, 2018-2027E

2018-2022 2022-2027E
Total 11.4% 11.2%
Aerial Work Platform 34.2% 18.5%
Il Excavation Support System 23.8% 12.3%
Il Formwork System 28.5% 13.8%
Il Others 2.9% 8.7%

1,338.2

=24.3

1,205.7 63.2
-20.6
RMB Billion ~16.9

607.0
4.1

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Note: Others mainly include excavator, loader, forklift and road construction equipment operation services.

Source: China Formwork and Scaffold Association, China Construction Machinery Association, Frost & Sullivan.

Aerial Work Platform

Aerial work platform refers to the movable machinery equipment used for the work
carried out at certain heights. According to the National Standard of Classification of
Aerial Operations, the equipment used at aerial heights of more than two meters where
there is a possibility of falling is classified as aerial work platform. Compared with
traditional aerial work tool, such as hanging baskets, aerial work platform nowadays is
more flexible in operation and deployment, which can significantly accelerate construction
progress, simplify construction process in harsh conditions, reduce labor intensity and
labor costs, and ensure the safety of construction workers. Moreover, applicable scenarios
of aerial work platform are expanding from traditional areas such as manufacturing and
construction to more diversified areas, including, but not limited to, agricultural areas,
consumer areas, cultural areas, tourism areas and recreational areas. As a result of the
advantages of aerial work platform and increasing market demands, equipment volume of
aerial work platform increased significantly from 113.2 thousand units in 2018 to 487.4
thousand units in 2022 with a CAGR of 44.1% and is expected to further increase to
1,194.6 thousand units in 2027 with a CAGR of 19.6% from 2022 to 2027. Among
equipment volume of 487.4 thousand units of aerial work platform in China in 2022,
approximately 428.9 thousand units, or approximately 88%, were held by equipment
operation service providers.
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Excavation Support System

Excavation support system refers to the temporary support structure applied in the pit
or cofferdam to protect workers and equipment during the underground or underwater
construction process. Traditionally, excavation support system is primarily manufactured
with concrete or cement and is not recyclable. In 2022, the equipment volume of concrete
excavation support system exceeded hundreds of millions of tons. The Guidance on
Facilitating Construction Waste Reduction ( {MEEZEER KW EILIFEER ) ) issued
by the Ministry of Housing and Urban Rural Development in 2020 sets out that local
governmental entities shall establish and gradually improve a working mechanism for
construction waste reduction, control construction waste from its source, facilitate the
transformation of the pattern of construction and production, effectively reduce the
construction waste throughout the entire process of construction, as well as continuously
facilitate the sustainable development of the construction industry and improve the urban
and rural living environment as well. To address the increasing needs for more efficient,
safe, cost-saving and environmentally-friendly excavation support system, the market
share of neo-excavation support system is expanding rapidly. Our neo-excavation support
system mainly refers to steel support system, which is environmentally-friendly, safe,
intelligent and recyclable. Neo-excavation support system can help reduce consumption of
materials in construction process, as well as complete tasks that cannot be undertaken by
manpower or traditional excavation support system in construction process (such as
water-proof), so as to accelerate the construction progress, enhance the construction
method, ensure safety of construction personnel and ensure the project is carried out as
scheduled. Attributable to its multiple competitive advantages over traditional excavation
support system, neo-excavation support system is rapidly superseding traditional
excavation support system in the market. Neo-excavation support system is extensively
applied in excavation support for the construction of bridges, subways, stadiums, tunnels,
transportation system, stations and buildings. The equipment volume of steel support
systems in China increased from 15,549 thousand tons in 2018 to 39,679 thousand tons in
2022 with a CAGR of 26.4%, and is expected to further increase to 73,902 thousand tons
in 2027 with a CAGR of 13.2% from 2022 to 2027. The size of steel support system market
in terms of revenue increased from RMB17.8 billion in 2018 to RMB41.8 billion in 2022
with a CAGR of 23.7%, and is expected to further increase to RMB74.8 billion in 2027
with a CAGR of 12.4% from 2022 to 2027. Among a total equipment volume of 39,679
thousand tons of steel support systems in China in 2022, approximately 31,743 thousand
tons, or approximately 80.0%, were held by equipment operation service providers.

Furthermore, the underground construction, in which excavation support system is
vastly applied, has maintained rapid growth over the past few years. According to the F&S
Report, since the implementation of 13th Five-Year Plan, the total increase in gross area
of underground construction amounted to 1.4 billion sq.m. from 2016 to 2020. As a
percentage of gross construction area in urban areas completed, the increase in gross area
of underground construction increased from 15.0% in 2016 to 22.0% in 2020. The increase
in gross area of underground construction is expected to reach approximately 310 million
sq.m. in 2026, and such increase as a percentage of gross construction area in urban areas
completed is expected to further increase to 23.0% in 2026, according to the same source.
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Penetration rate of neo-excavation support system,
by equipment volume, 2018-2027E

% Rail transit construction segment
—&— Real estate construction segment

6705 900% O14% 925% 927% 929% 934% 93.7% 93.9% 94.0%
. 0 °

61 15% 86% 06% 107% 11.0% 114%
. (¢ -

1.2% 25% 4.3%

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Source: Ministry of Housing and Urban Rural Development, Frost & Sullivan
Formwork System

Formwork system is the system used for support and protection when building the
main structure, which mainly includes two categories, namely, formwork and scaffold. In
terms of its composition materials, traditional formwork system mainly refers to wooden
or bamboo scaffold, or steel pipe fastener or bowl buckle scaffold, while neo-formwork
system mainly refers to steel ringlock scaffold. Ringlock scaffold surpasses traditional
formwork system in terms of flexibility in assembly, safety and cost efficiency. In 2022,
equipment volume of traditional scaffold amounted to approximately 571.3 million tons.
Currently, some provinces and municipalities such as Jiangsu, Shanghai, and Hubei, have
issued relevant policies to encourage the application of ringlock scaffold. For example, the
Housing and Urban Rural Development Department of Jiangsu issued the Notice of
Enhancing the Safety Management of Building Construction ( B U1 BN iE #2586 1%
AEAYEE) ) in May 2020 to promote the extensive application of socket ringlock
steel scaffold in urban railway transportation projects, as well as in large-scale and
complex projects. With increasing customer demands for efficient, safe, cost-saving and
environmentally-friendly formwork system, the market share of neo-formwork system is
surging. Specifically, with the rapid development in the infrastructure construction in
urban areas accompanied by the increasingly stringent requirements on energy
conservation, environmental protection and construction safety, ringlock scaffold is
gaining its market acceptance and is rapidly superseding traditional scaffold. Ringlock
scaffold is extensively applied in numerous construction scenarios such as that for
subways, railways, bridges, factories and buildings. Equipment volume of ringlock
scaffold in China increased from 6,870 thousand tons in 2018 to 25,640 thousand tons in
2022 with a CAGR of 39.0%, and is expected to further increase to 64,570 thousand tons
in 2027 with a CAGR of 15.7% from 2022 to 2027. Among equipment volume of 25,640
thousand tons of ringlock scaffold in China in 2022, approximately 19,230 thousand tons,
or approximately 75%, were held by equipment operation service providers.
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Market size of Neo-formwork system, by equipment volume, 2018-2027E

Market size: thousand tons CAGR 2018-2022  2022-2027E
Penetration rate: %

== Penetration rate - -

8.9%

Ringlock volume  39.0% 15.7%
8.0%
64,570
7.1% 56,890

6.2% 48,910
40,900

1.5%
6,870

12,500

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Note: Ringlock scaffold’s market share equals equipment volume of ringlock scaffold divided by total
equipment volume of steel scaffold

Source: Organizing Committee of China Construction Material Rental Contractor, China Formwork And
Scaffold Association, Frost & Sullivan

COMPETITIVE LANDSCAPE OF THE EQUIPMENT OPERATION SERVICE
MARKET IN CHINA

The general equipment operation service market in China is extremely fragmented
with the top three players collectively only accounting for 1.5% of the total market share
in terms of revenue, with more than 15,000 small-to-medium scale players accounting for
the remaining 98.5% in 2021. We are ranked first in terms of revenue in 2021, accounting
for 0.7% of the market share. Equipment volume speaks out for an equipment operation
service provider’s service capability to a large extent. We are ranked first in terms of
equipment volume in 2021. The following table sets forth our rankings in terms of revenue
among equipment operation service providers in China in 2021.

Market
Rank Company Company background Revenue share
(RMB in
billions) (%)
1. Our Group We are a comprehensive equipment 6.1 0.7
operation service provider
dedicated to provide one-stop
equipment solutions to customers.
2. Company A Company A was incorporated in 2001 4.3 0.5

in Shanghai, and focuses on tower
crane leasing and related services.
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Market

Rank Company Company background Revenue share
(RMB in

billions) (%)

3. Company B Company B was incorporated in 2008, 2.6 0.3

listed on the Main Board of Shanghai
Stock Exchange in 2015 and mainly
provides construction support
equipment, building maintenance and
repair equipment, construction
machinery and other operation,
maintenance equipment services and
aerial work platform operation

services.

Source: Frost & Sullivan

Aerial Work Platform

Unlike the operation service markets for excavation support system and formwork
system, the aerial work platform operation service market in China is highly concentrated.
In 2021, the top three market participants collectively accounted for 57.7% of the total
market size in terms of equipment volume of aerial work platforms, with around 1,600
small-to-medium scale market participants accounting for the remaining 42.3% market
size. We are ranked first in terms of equipment volume of aerial work platforms in 2021.
Our equipment volume of aerial work platforms amounted to approximately 97.2 thousand
units in 2021, accounting for 29.6% of the market share in terms of equipment volume in
China in 2021. The following table sets forth our ranking in terms of equipment volume
of aerial work platforms among equipment operation service providers in China in 2021.

Equipment
volume of

aerial work Market

Rank Company Company background platforms share
(Units in

thousands) (%)

1. Our Group We are a comprehensive equipment 97.2 29.6

operation service provider
dedicated to provide one-stop
equipment solutions to customers.
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Equipment
volume of
aerial work Market
Rank Company Company background platforms share
(Units in
thousands) (%)
2. Company B Company B was incorporated in 2008, 47.0 14.4
listed on the Main Board of Shanghai
Stock Exchange in 2015, and mainly
provides construction support
equipment, building maintenance and
repair equipment, construction
machinery and other operation and
maintenance equipment services and
aerial work platform business.
3. Company F  Company F was incorporated in 2016, 45.0 13.7

and mainly focuses on aerial work
platform leasing, including straight
boom lifts, curved lifts, scissor lifts
and other aerial work platform.

Source: Frost & Sullivan

Excavation Support System

Our neo-excavation support system mainly refers to steel support system. According
to the F&S report, there are approximately one thousand excavation support system
operation service providers in China, and most of them have less than ten thousand tons
of equipment volume. The steel support system operation service market in China is highly
fragmented with the top three market participants collectively accounting for 8.7% of the
total market size in terms of equipment volume, with other small-to-medium scale market
participants accounting for the remaining 91.3% in 2021. We are ranked first in terms of
equipment volume of steel support system in 2021. Our equipment volume of steel support
system amounted to approximately 1,537.9 thousand tons in 2021, accounting for 5.1% of
the market share in terms of equipment volume in China in the same year. The following
table sets forth our ranking in terms of equipment volume of steel support system among
equipment operation service providers in China in 2021.
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Equipment
volume of
steel support Market

Rank Company Company background system share
(Tons in
thousands) (%)
1. Our Group We are a comprehensive equipment 1,537.9 5.1
operation service provider

dedicated to provide one-stop
equipment solutions to customers.
2. Company B Company B was incorporated in 2008, 743.0 2.5
listed on the Main Board of Shanghai
Stock Exchange in 2015, and mainly
provides construction support
equipment, building maintenance and
repair equipment, construction
machinery and other operation,
maintenance equipment services and
aerial work platform operation
services.
3. Company C Company C was incorporated in 2006 330.0 1.1
and specializes in integrated services
such as research, development,
design, manufacturing, construction,
leasing, and sales of temporary steel
structure, such as hanging baskets,
steel bridges, steel platform, steel
support and steel cofferdam.

Source: Frost & Sullivan

Formwork System

Our neo-formwork system mainly refers to ringlock scaffold. The ringlock scaffold
operation service market in China is highly fragmented. In 2021, the top three market
participants collectively accounted for 5.7% of the total market size in terms of equipment
volume of ringlock scaffolds, with around 800 small-to-medium scale market participants
accounting for the remaining 94.3% market size. We are ranked first in terms of our
equipment volume of ringlock scaffolds in 2021. Our equipment volume of ringlock
scaffolds amounted to approximately 534.4 thousand tons in 2021, accounting for 3.2% of
the market share in terms of equipment volume in China in 2021. The following table sets
forth our ranking in terms of equipment volume of ringlock scaffolds among equipment
operation service providers in China in 2021.
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Equipment
volume of
ringlock Market

Rank Company Company Background scaffolds Share
(Tons in
thousands) (%)
1. Our Group We are a comprehensive equipment 534.4 3.2
operation service provider

dedicated to provide one-stop
equipment solutions to customers.
2. Company D Company D was incorporated in 2000, 235.0 1.4
and mainly engaged in production,
sales, leasing, engineering contracting
and on-site technical services of
ringlock scaffold.
3. Company E  Company E was incorporated in 2017, 185.0 1.1
and mainly engages in leasing of
construction materials and providing
related solutions. It owns various
types of formwork equipment, such as
ringlock scaffold and H-steel.

Source: Frost & Sullivan

ENTRY BARRIERS OF THE EQUIPMENT OPERATION SERVICE MARKET IN
CHINA

Capabilities in Large-Scale Asset Operation and Management

Unlike small-to-medium scale market participants with limited equipment volume
available and basic and traditional equipment leasing and maintenance service capabilities,
leading equipment operation service providers are generally equipped with high equipment
volume with diversified equipment categories available, as well as capabilities in ensuring
project efficiency and quality, maximizing the value of equipment and reducing the
depreciation arising from misoperation. Capabilities in large-scale asset operation and
management originate from long-term experience in continuously serving large-scale
projects as well as constant investment, development, iteration and upgrade in digitalized
operation.
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High Technical Requirements for One-stop Equipment Operation Services

Along with the development of the infrastructure industry and continuous
urbanization, construction methods, especially those applied in large-scale construction
projects, have become more complex and specialized. As a result, market demand for
one-stop and multi-dimensional equipment operation services is continuously increasing.
While one-stop and multi-dimensional equipment operation services require proven
expertise and technologies from equipment operation service providers, such services are
usually provided by leading market participants, which own high-quality equipment,
possess advanced construction methods and equipped with professional implementation
team.

Fast Response and Resource Allocation Capabilities

China has a vast territory and construction projects conducted thereon spread all over.
When the client requests for equipment operation services, the equipment operation
service providers must respond promptly to address client’s demand to ensure timely
implementation of the project timetable. Fast response capabilities require equipment
operation service providers to be equipped with an extensive service network covering
numerous cities in China, as well as equipment and other types of asset available at each
service outlet within the network. Further, for large-scale projects, clients generally
require vast amount of equipment and supporting staff to be in place in a short period of
time. In such cases, the equipment operation service providers need to timely re-allocate
asset and equipment among different service outlets in surrounding areas. Such
requirements form a high entry barrier for companies that are not equipped with an
extensive service network and timely resource allocation capabilities.

Brand Recognition and Established Brand Reputation

A well-recognized brand name is normally the outcome of vast technical expertise
and abundant project experience, which is essential for equipment operation service
providers to carry out business operations. A well-recognized brand name brought by
decades of proven operation results is one of the keys to success in the equipment
operation service market. For example, to ensure the quality of construction project
implementation, construction contractors, especially central enterprise construction
contractors, usually have more stringent requirements on equipment performance,
construction safety and construction techniques. In such case, construction contractors
tend to cooperate with equipment operation service providers with well-recognized brand
names, which sets a high entry barrier for new entrants as it is extremely difficult for them
to establish a well-recognized brand name in a short time period.
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MARKET DRIVERS OF THE EQUIPMENT OPERATION SERVICE IN CHINA
Urbanization and Expansion in Urban Construction

Steady growth of the PRC’s economy, along with the continuous escalation of
urbanization and industrialization has led to a continuously increasing demand for urban
and industrial infrastructure investment. According to the F&S Report, China’s
urbanization rate increased from 59.6% in 2018 to 65.2% in 2022, representing a CAGR
of 2.3%, and is expected to further increase to 71.1% in 2027, representing a CAGR of
1.7% from 2022 to 2027. Therefore, in order to accommodate the rapid expansion in urban
construction, relevant equipment operation service is well-positioned for vast growth
potential in the future.

Favorable Policies

The Central Committee of the Communist Party of China and State Council have
issued a series of policies to facilitate the transformation to an environmentally-friendly
and low-carbon-emission economic system. For example, the Proposals of the Central
Committee of the Communist Party of China on Formulating the [4th Five-Year Plan
for National Economic and Social Development and the Long-term Goals for 2035 ( {'f
e e ] 72 ) A2 L] R ACE DS R FL o SR A - DU 1 AF MR — O = AR R H R k) )
(The “Proposals”) issued in 2020 sets out that the PRC Government plans to facilitate the
environmentally-friendly transformation in key industries and areas, as well as facilitate
the low-carbon, safe and efficient use of energy. The Proposals also emphasizes the
importance of work safety. The implementation of these policies will facilitate the
extensive application of efficient, safe, cost-saving and environmentally-friendly
equipment used for construction, which will in turn prosper the demand of equipment
operation service in the infrastructure industry. The Proposals will actively promote the
principles of construction waste reduction and the recycling of engineering equipment and
materials. At the same time, new equipment with higher safety and efficiency will be used
to reduce the reliance on human labor and improve safety. Specifically, important ways to
reduce construction waste include (i) making good use of steel support materials which can
be recycled to replace the traditional disposable concrete support, and (ii) replacing the
traditional wooden and bamboo scaffolds and traditional steel scaffolds with ringlock
scaffolds that have longer service life. In terms of safety, compared with traditional
scaffolds, the ringlock scaffolds have a higher bearing capacity. For such reasons, they are
considered safer and more stable, which will significantly improve the safety of
engineering construction. In addition, compared with the traditional hanging baskets,
aerial work platforms also have obvious advantages such as higher efficiency and safety.
These top-level policies will effectively promote the acceptance and use of the ringlock
scaffolds, the steel support and the aerial work platforms in various industries, and be a
driving force for our business. As a result, a supportive and orderly market environment
for equipment operation service providers will be established in China.
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Increasing Demand for Equipment to Replace Human Labor

China’s aging population level has increased due to the improvement in people’s
livelihood and medical condition as well as the low birth rate in the past five years. China’s
aging rate (calculated by the population over 65 years old divided by the total population)
increased from 12.0% in 2018 to 14.9% in 2022, and is expected to further increase to
17.3% in 2027. The aging population and the low birth rate over the past years have led
to a decline in the amount of labor supply in China, which in turn led to an increase in labor
costs. Meanwhile, the average age of construction workers in China increased from 40.2
in 2018 to 43.0 in 2022, and is expected to further increase to 48.1 in 2027.

The average age of construction workers in China, 2018-2027E

CED
G1.6%) 471 481

46.0
45.0
43.0 44.0

402 40.8 41.4 422

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Source: National Bureau of Statistics, Frost & Sullivan

In addition, the average annual compensation of urban employees in China increased
from RMB74.3 thousand in 2017 to RMB106.4 thousand in 2021, with a CAGR of 9.4%,
and is expected to further increase to RMB161.9 thousand in 2026, representing a CAGR
of 8.8% from 2021 to 2026. China’s increasing aging level and increasing labor costs are
expected to result in the increasing needs for equipment which can replace or reduce
human labor in many scenarios, especially ones in risky conditions, such as aerial work.

In addition, the vast demand for infrastructure construction in the past five years has
also resulted in a rapid growth in equipment volume. Under such circumstances, equipment
operation service providers with professional service capabilities are able to provide
equipment users with one-stop equipment solutions covering the full-cycle of projects so
as to enhance operational efficiency, reduce labor costs and increase utilization rate of
equipment.
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Expansion of Applicable Scenarios and Geographic Coverage of Equipment
Operation Services

Attributable to technological breakthroughs and upgrades in information technology,
equipment operation service providers are able to offer diversified equipment offering
portfolio and service offerings tailored to customers’ needs arising from numerous
scenarios, including but not limited to, subways, tunnels, integrated pipe galleries, pipe
trenches, housing, large-scale entertainment events and sports events. Furthermore,
continuous escalation of urbanization, industrial transformation and upgrade, as well as the
implementation of 14th Five-Year Plan, which is accompanied by the ever-growing
demand from China’s construction market, bring opportunities for equipment operation
services in tier-three cities or lower in China.

Sustainable Growth of the Infrastructure Industry

The market demand for equipment operation services is closely related to the
development of infrastructure industry. China’s infrastructure industry experienced steady
growth in recent years. The output value of China’s infrastructure industry increased from
RMB23.5 trillion in 2018 to RMB31.2 trillion in 2022, representing a CAGR of 7.3%, and
is expected to further increase to RMB41.1 trillion in 2027, representing a CAGR of 5.7%
from 2022 to 2027. Attributable to the steady growth of China’s macro economy, the
national strategies of regional economic integration and new urbanization, as well as the
continuous increase in new infrastructure related projects, it is expected that the
investment in real estate industry and infrastructure industry will continue to increase,
which will in turn fuel the development of the infrastructure industry. The emerging
patterns of city cluster and metropolitan region also contribute to the high demands for
infrastructure construction. Along with the sustainable growth of the infrastructure
industry, demand for equipment operation services, especially for those related to
construction equipment, is expected to increase continuously.

Division of Labor for Industry Specification

The supply-side structural reform focuses on more efficient allocation of resources by
eliminating obsolete production capacities and enhancing specialized and professional
services. An increasing amount of enterprises tend to lower their investment in fixed asset
as well as asset-liability ratio, and to focus their resources on the operation of core
business. Meanwhile, along with the transformation and upgrade of the construction
industry, the customers are facing more complex construction scenarios, which require the
application of advanced construction methods and specialized operational staff.
Professional equipment operation service providers are able to provide high quality
equipment with tailor-made solutions to their customers in such scenarios. As division of
labor for industry specification becomes more common in the industry, an increasing
number of equipment users will tend to engage professional equipment operation service
providers to provide equipment related services rather than procure equipment on their
own, which will lead to vast growth potential for equipment operation services.
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FUTURE TRENDS OF THE EQUIPMENT OPERATION SERVICE MARKET IN
CHINA AND ASEAN

CHINA

Further Increase in Penetration Rate

The penetration rate of the equipment leasing industry in China is relatively low as
compared to those of the developed countries. According to the F&S Report, the
penetration rate of equipment leasing industry in China in 2022 was 57.5%, while the
average penetration rate in the developed countries, including countries in North America,
European Union and Japan, was 66.9% in 2022. The penetration rate of the equipment
leasing industry in China increased from 51.3% in 2018 to 57.5% in 2022, and is expected
to further increase to 64.0% in 2027, which will in turn bring more business opportunities
and broader customer base to leading equipment operation service providers in China.

Continuous Increase in Market Concentration

China’s equipment operation service market is vast but fragmented, with more than
15,000 market participants in 2021, among which most of them are micro and small
enterprises spreading across tier-two cities and lower tier cities, as well as rural areas. Low
asset amount, low efficiency, and low gross profit margin are the main characteristics of
the aforementioned market participants. According to the F&S Report, the top three market
participants in equipment operation service market in China collectively only accounted
for 1.5% of the total market size in terms of revenue in 2021.

In the future, equipment operation service providers with low asset amount, limited
customer resources, weak service capabilities and weak profitability will not be able to
compete with leading equipment operation service providers that are able to provide
comprehensive and multi-dimensional equipment operation services covering the full
cycle of projects. As a result, in the future, it is expected that leading equipment operation
service providers will gain larger market shares and the market will further consolidate.

Transformation from Provision of Only Leasing Service to Multi-dimensional
Services

Provision of equipment leasing service as the only service offering is an early form
of equipment operation services, and is also the mainstream in the current equipment
operation service market in China. Most of the market participants are currently only able
to provide leasing service rather than multi-dimensional services.
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With the rise of labor costs and the requirements of safety production, energy
conservation and environmental protection, the division of labor has become more
specialized. At the same time, reforms in supply chains had sped up the transformation of
asset-light construction engineering companies. At present, changes in digitization and the
internet of things have been increasingly adopted in the construction engineering industry,
along with related economic models, industrial policies and commercial practices. Such
changes in the industry resulted in the tendency among construction engineering
companies to outsource their engineering and technical solutions to other service providers
in order to overcome the increasingly higher technical barriers of entry. In the future, it is
expected that engineering and technical services that are provided by equipment operation
service providers will face greater development and expansion opportunities.

In the future, driven by the higher requirements for light-asset operation,
environmentally-friendly measures and operational efficiency from the downstream
customers, market demand for multi-dimensional value-added services, such as
engineering and technical services, IoT based technical support and used equipment
disposal, are expected to keep increasing. Therefore, the equipment operation service
market in China will gradually transform from provision of only leasing service to
multi-dimensional equipment operation services.

Digitalized Operation

Emerging technologies such as 5G, 10T, and artificial intelligence has facilitated the
digitalization transformation of the economy. The equipment operation service market also
commenced digitalization and intelligence transformation underpinned by new
technologies.

The traditional equipment operation service industry also embraces the Internet to
efficiently connect high quality equipment operation service providers and downstream
customers through the Internet platform, industrial Internet platform and industry big data.
The application of such information technologies breaks industry barriers, facilitate
information sharing, reduces costs and enhances operational efficiency, which eventually
achieves industrial digitization and digital industrialization, as well as facilitates the
efficient development of the equipment operation service market. In addition, IoT and
artificial intelligence also facilitates the upgrade of intelligent networking of the
equipment. The IoT and digitalization process involve a wider range of data collection,
storage, computing, and cloud services based on data, which can achieve data
communication between equipment and people, equipment and equipment, and equipment
and cloud. The equipment operation service providers can further analyze the data
collected and enhance their service quality and efficiency. Therefore, equipment operation
service providers will have the opportunity to implement innovative business models and
offer abundant value-added services such as big data analysis to help clients improve their
operational efficiency and project management capabilities through visualized operation
data.
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ASEAN

The ASEAN Comprehensive Recovery Framework (“ACRF”) adopted in 2020
includes a series of relief plans for countries in the region to stimulate investment in
various fields including infrastructure construction in the region. In the past two years,
relevant economic recovery plans have achieved remarkable results, and ASEAN is
realizing rapid economic recovery with its high level of openness and regional integration.
Going forward, investment in transportation infrastructure such as roads, railways and
airports will continue to be the momentum of ASEAN’s economic growth in the future.
Specifically, at the policy level of major economies in ASEAN, among the 246 national
strategic projects of the Indonesian government in 2022, 97 are related to road and railway
infrastructure. The “12th Malaysia Plan” (2021-2025) announced that the construction of
transportation infrastructure such as airports, ports, and industrial areas will become the
focus of investment. The macroeconomic outlook of the Philippines is also optimistic,
which is mainly due to the “Build, Build, Build” plan issued by the Duterte administration.
The Thai Ministry of Transport announced that it will invest in 36 large-scale
transportation infrastructure projects, covering roads, rail transit and airports. As an
important manufacturing center in the ASEAN region, Vietnam attached great importance
to infrastructure construction. Vietnam’s new law on Public-Private Partnership has
relaxed the requirements for the proportion of private investment and introduced a revenue
sharing and compensation mechanism. Generally speaking, ASEAN infrastructure and real
estate construction are expected to maintain a rapid growth trend in the coming years,
which will promote the growth of demand for construction machinery and equipment
including aerial work platforms. The equipment operation and service market will also face
broad development opportunities.
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KEY RAW MATERIALS PRICE TREND OF THE EQUIPMENT OPERATION
SERVICE MARKET IN CHINA

Steel is a major raw material for manufacturing of temporary steel structure and
scaffold. The steel price will directly affect the prices of supporting equipment. Since
2017, due to the reduction of excessive production capacity in the steel industry promoted
by the PRC Government, the prices of main steel products, such as H-Beam, hot rolled
strip and hot rolled coil, have increased with fluctuations in the steel. It is expected that
due to the continuous effort in reducing excessive production capacity in the steel industry
and the increased downstream requirements for steel products as a result of stable growth
of construction industry, which requires large amount of temporary steel structure as well
as permanent steel structure, the price of main steel products will maintain a growth trend
during the forecast period from 2022 to 2027. The following chart sets forth historical
price of main steel materials for the periods indicated:

Price of main steel materials: RMB H-steel Beam Hot Rolled Strip Hot Rolled Coil
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This section sets out a summary of the most significant PRC laws and regulations that
affect our business and the industry in which we operate.

LAWS AND REGULATIONS RELATING TO OUR OPERATIONS IN THE PRC
Foreign Investment Law

According to the Foreign Investment Law of the PRC ( {3 A\ RILFNEH S5 &
%) ) promulgated by the NPC on March 15, 2019 and effectuated on January 1, 2020, and
the Regulations on Implementation of the Foreign Investment Law of the PRC ( {F1FEA
LN B A1 P 4 IR E % B]) ) promulgated by the State Council on December 26, 2019
and effectuated on January 1, 2020, in replacement of the existing foreign investment laws,
the investment activities within the territory of China conducted by foreign investors,
directly or indirectly, shall comply with and be governed by such laws and regulations on
foreign investment, and specifically be subject to the industrial restrictions imposed by the
Chinese regulators, with certain industrial areas within the scope of negative list prohibited
from investing by foreign investors.

According to the Measures of the Reporting of Foreign Investment Information ( (%}
P A R B A BHE) ) promulgated by the Ministry of Commerce and the State
Administration for Market Regulation on December 30, 2019 and implemented since
January 1, 2020, when foreign investors directly or indirectly carry out investment
activities in China, relevant investment information shall be submitted by such foreign
investors or their invested enterprises to or shared with the competent commerce
authorities.

Operating Lease Contract in the Civil Code

Civil Code of the PRC ( {(F#EARILAMBEIRIEM) ) (the “Civil Code”),
promulgated by the NPC on May 28, 2020 and effectuated on January 1, 2021, shall govern
personal and property relationships among natural persons, legal persons and
unincorporated associations with equal status, as the codification of separate civil laws of
the PRC, including the Marriage Law, the Law of Succession, the General Principles of the
Civil Law, the Adoption Law, the Guaranty Law, the Contract Law, the Property Law, the
Tort Law and the General Rules of the Civil Law which shall be simultaneously repealed
when the Civil Code comes into effect.

As the operating lease is not explicitly stipulated by the Civil Code while Chapter 15
“Financial Leasing Contracts” of Part III “Contracts” thereunder merely sets out
mandatory rules on financial lease (fl &fH ), Chapter 14 “Lease Contracts” thereof shall
apply to the operating lease.
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Accounting Standards Governing Operating Leases

The principal accounting standards governing operating leases in the PRC are set out
in Accounting Standards for Business Enterprises No. 21 — Leases ( {{B2E & 7|21
5% — fHE) ) (2018 Revision, the “Standard 21”), promulgated by the Ministry of Finance
on December 7, 2018 and effectuated on January 1, 2019. According to the Standard 21
and its relevant interpretation, a lease refers to a contract whereby the lessor conveys to
the lessee the right to use an asset for a specified period of time in exchange for a
consideration, and a lessor shall classify a lease as a financial lease (a lease under which
substantially all of the risks and rewards related to the ownership of the leased asset are
transferred, whereas the eventual ownership may or may not transferred) or an operating
lease (a lease other than a financial lease) on the lease commencement date on the basis
of transactional substance over contractual form. For each period of the lease term
(including the rent-free period), the lessor shall adopt an applicable method to recognize
the income as rents received from the operating lease, and the initial direct expenses
incurred to a lessor in relation to the operating lease shall be capitalized and apportioned
on the same income recognition basis during the lease term. As to the fixed leased assets
in an operating lease, the lessor shall accrue depreciation by adopting the depreciation
policies for similar assets, while other operating leased assets shall be amortized by
systematic and reasonable methods pursuant to the applicable accounting standards. The
uncovered variable lease payment acquired by a lessor shall be included in current loss and
profit at the time of actual incurrence.

In addition, the Accounting Standards for Business Enterprises No. 22 — Recognition
and Measurement of Financial Instruments ( {{E3&FHERISE229% — &Rl T HMER AT
#) ) (2017 Revision), promulgated by the Ministry of Finance on March 31, 2017 and
effectuated on January 1, 2018, applies to the impairment and derecognition of lease
receivables, derecognition of lease payables, and derivatives embedded in leases. As to
lease receivables, the credit loss shall be determined by the present value of the difference
between the contractual cash flow receivable and the cash flow expected to be received.

Licenses for Contracting Construction Project

The Construction Law of the PRC ( {3 A\ RALFEIHSEEE) ), as promulgated on
November 1, 1997 and most recently amended on April 23, 2019, together with the
Provisions on the Administration of Qualifications of Enterprises in Construction Industry
( CEFEEPCEEHEHME) ), the Qualification Standards of Construction Enterprises
( GEFEEMSFEEEEE) ), the Implementing Measures of Premium Class Qualification
Standards for General Construction Sub-Contractors ( <Jifi LA A 24 4 & B i e B
Jifi##Fi%) ), the Construction Enterprise Qualification Management Regulations and the
Implementation of Qualification Standards ( GRS EH S E M & EIE T
& FL) ) and other regulations, stipulate to exercise a license system on the construction
enterprises on a category-divided basis, pursuant to which an enterprise may only engage
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in construction contracting activities upon receipt of relevant licenses and within the scope
permitted by such licenses. The foregoing licenses fall into three categories, namely,
general contractors that are qualified to undertake the whole construction project,
professional contractors that are qualified to undertake a specialized project and labor
service contractors that are qualified to undertake labor services; among the three
categories, general contractors and professional contractors are further classified into
underlying grades. On November 30, 2020, the Ministry of Housing and Urban-Rural
Development of the PRC (the “MOHURD”) issued the Reform Plan for the Qualification
Management System of Construction Engineering Enterprises ( (s L dSEEH &M
Tl /%) ) to further merge and streamline the grading categories of general
contractors and professional contractors.

Work Safety in Construction Projects

According to the Work Safety Law of the PRC ( (1% N RILHFIE L2 EE D) ), as
promulgated on June 29, 2002 and amended from time to time, an entity engaging in
production and operation activities shall meet the regulatory standard on work safety and
satisfy corresponding work conditions as required by laws, administrative regulations and
state or industry policies, and shall not conduct any production activities if failing to do
sO.

Furthermore, the Regulations on the Administration of Work Safety of Construction
Projects ( (st LRELE2ALEEEHGN) ) (the “Work Safety Regulations™),
promulgated by the State Council on November 24, 2003 and effective on February 1,
2004, provides specified requirements for work safety in construction projects on
construction entities and all other entities in connection with the project safety. Pursuant
to the Provisions on the Administration of Construction Enterprises’ Work Safety Permits
( CERFER TAELE2EEDTHEEHEMBE) ) promulgated by the Ministry of
Construction (repealed and replaced by the MOHURD) on July 5, 2004 and revised on
January 22, 2015, a construction enterprise shall obtain the work safety license from the
competent authorities before undertaking any construction activity.

License for Repairing Special Equipment

Pursuant to the Law of the PRC on Special Equipment Safety ( {3 A R AN 5 45
T4 424E) ) promulgated by the NPC on June 29, 2013 and implemented on January
1, 2014, and the Regulations on the Safety Supervision of Special Equipment ( 5%
Wi & A1) ) promulgated by the State Council on March 11, 2003 and amended
from time to time, the state, under the principle of category-based administration, exercises
a license system on the production (including design, manufacture, installation, refitting
and repair) of special equipment. As to the repair and maintenance of special equipment,
among other things, including in-plant (in-factory) special motor vehicles, the entities
shall obtain the Production License of Special Equipment ( s &= FFrla) | the
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“Production License”), engage the professional technicians and technical workers fit for
the maintenance of special equipment as well as the necessary testing means, and may
carry out the corresponding maintenance activities only after they are licensed by the
competent authorities. The entities shall use the special equipment for which the
Production License has been obtained and the inspection has been conducted, and shall,
before or within thirty (30) days after the special equipment is put into use, register with
competent authorities and obtain the Certificate of Special Equipment Service Registration

( CRRRERCAR A SRR ).
LAWS AND REGULATIONS RELATING TO TAXATION
Income Tax

Pursuant to the Enterprise Income Tax Law of the PRC ( 3 A I A 30 425 i 5
Bii%) ) (the “EIT Law”) promulgated by the NPC on March 16, 2007 and amended from
time to time and the Implementation Rules of the EIT Law ( ({23 BiikE MR )
promulgated by the State Council on December 6, 2007 and revised on April 23, 2019, a
domestic enterprise which is legally established within the PRC or established in
accordance with overseas laws but with an actual management entity within the PRC shall
be regarded as a resident enterprise, which shall be subject to an income tax of 25%,
generally, of any income generated within or outside the PRC.

Value-Added Tax

According to the Interim Regulations of the PRC on Value-added Tax ( ("% A K4t
B ERE 174 4%1) ) which was promulgated by the State Council on December 13,
1993 and revised from time to time, and the Detailed Rules for the Implementation of the
Interim Regulations of the PRC on Value-added Tax ( 2 A [ A B0 34 (B A0 4710 1 B
4 A1) ) which was promulgated by the Ministry of Finance on December 25, 1993 and
amended from time to time, entities and individuals that sell goods or labor services of
processing, repair or replacement, as well as selling services, intangible assets, or
immovables, and importing goods within the territory of China are taxpayers of
value-added tax (the “VAT”), and shall pay VAT at the applicable rate based on the
activities.

According to the Notice on Simplified Taxation on Operating Lease Services of Old
Equipment (B & s 5 H B IR 1l 2 BOOH B R RE R A4 ) ) promulgated by
Shanghai Municipal State Tax Bureau (repealed and replaced by the Shanghai Municipal
Tax Service of Stage Administration of Taxation) on November 2, 2012, starting from July
1, 2012, general taxpayers among pilot taxpayers who provide operating lease services
regarding the lease of tangible personal property, purchased or self-produced prior to
December 31, 2011, may opt to calculate and pay VAT in the simple tax computation
method during the pilot period.
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LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE

According to the Foreign Exchange Administration Regulations of the PRC ( (%
N RN B 1 A #L545]) ) promulgated by the State Council on January 29, 1996 and
amended from time to time, and the Regulations on the Administration of Foreign
Exchange Settlement, Sale and Payment ( (&5 ~ 5 [ K A HEFEELE ) ) promulgated
by the PBOC on June 20, 1996 and effective on July 1, 1996, Renminbi is generally freely
convertible for payments of current account items, such as trade and service-related
foreign exchange transactions and dividend payments, but relatively not freely convertible
for capital account items. The SAFE further issued the Circular on Reforming and
Regulating Policies on the Management of the Settlement of Foreign Exchange of Capital
Accounts ( <[BHA BCE RN B D E AR TA H 45 TS FBOR P EN) ) on June 9, 2016, pursuant
to which the settlement of foreign exchange income under the capital account (including
but not limited to foreign currency capital and foreign debts) can be settled at banks at
discretion based on the actual operating needs of the domestic companies, and the
proportion of such discretionary settlement is temporarily set as 100%, subject to future
adjustment by the SAFE based on international balance of payments.

According to the Circular of the SAFE on Reforming the Administration Measures on
Conversion of Foreign Exchange Registered Capital of Foreign-invested Enterprises ( [
SR AN HEE P IR B S AR A1 R 450 A S A REE A 468 B B 7 NAY 8 AT) ) (Hui Fa [2015]
No. 19) (“SAFE Circular 19”), promulgated on March 30, 2015 and effective on June 1,
2015, a foreign-invested enterprise may, in response to its actual business needs, settle
with a bank the portion of the foreign exchange capital in its capital account for which the
relevant foreign exchange bureau has confirmed monetary contribution rights and interests
(or for which the bank has registered the account crediting of monetary contribution), and
such enterprise is allowed to tentatively settle such portion at 100% of their foreign
exchange capital on a discretionary basis. Furthermore, SAFE Circular 19 stipulates that
the use of capital by foreign-invested enterprises shall follow the principles of authenticity
and self-use within the business scope of enterprises.

LAWS AND REGULATIONS RELATING TO LABOR AND SOCIAL SECURITY
Labor Law and Labor Contract Law

According to the Labor Law of the PRC ( {H# A\ RILFE 25 E)iE) ), promulgated
by the Standing Committee of the NPC on July 5, 1994 and amended from time to time,
and the Labor Contract Law of the PRC ( "3 AN RILHE 558 5 F1%) ), promulgated
on June 29, 2007 and amended on December 28, 2012, written labor contracts shall be
executed between an entity and its employees if an employment relationship is established.
Employers are required to inform their employees about their job responsibilities, working
conditions, occupational hazards, remuneration and other matters with which the
employees may be concerned, and to pay remuneration to employees on time and in full
in accordance with the commitments set forth in their employment contracts and the
relevant PRC laws and regulations.
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Social Security and Housing Provident Fund

Pursuant to the Social Security Law of the PRC ( ¥ A RILFIEI AL e R FRik) ),
promulgated on October 28, 2010 and amended on December 29, 2018, along with relevant
regulations including the Interim Regulations on Collection and Payment of Social
Insurance Premiums ( (FE@&PRBEE L 1TH491) ), the Trial Measures for Enterprise
Staff Maternity Insurance ( {{B3EHETAEF IREEEITHEE) ), the Regulations on Work-
Related Injury Insurance ( {LAGRBEMHHI) ), and the Regulations on Management of
Housing Provident Fund ( {fE5 AR&E HMH]) ), employers in the PRC shall provide
their employees with welfare schemes covering basic pension insurance, basic medical
insurance, unemployment insurance, maternity insurance, occupational injury insurance
and housing provident fund.

For employers failing to conduct social insurance registration, the administrative
department of social insurance shall order them to make corrections within a prescribed
time limit. If employers fail to do so within the time limit, they shall have to pay a penalty
over one time but no more than three times the amount of the social insurance premium
payable to them, and their executive staffs and other directly responsible persons shall be
fined RMB500 to RMB3,000. In cases where employers fail to pay social insurance
premiums in full or on time, the social insurance premium collection agency shall order it
to pay or make up the balance within a prescribed time limit, and shall impose a daily late
fee at the rate of 0.05% of the outstanding amount from the due date. If employers fail to
pay within the time limit prescribed, a fine of one time to three times the amount in default
will be imposed on them by the relevant administrative department.

For employers who violate the laws and regulations and fail to apply for housing
provident fund deposit registration or open housing provident fund accounts for their
employees, the housing provident fund administrative center shall order the relevant
employers to make corrections within a designated period. Those employers failing to
process registration or open provident fund accounts for their employees within the
designated period shall be subject to a fine ranging from RMB10,000 to RMB50,000.
When employers violate those provisions and fail to pay the housing provident fund in full
amount as due, the housing provident fund administrative center shall order such
employers to pay up the amount within a prescribed period. If those employers still fail to
comply with the regulations upon the expiration of the time limit, further application may
be made to the People’s Court for mandatory enforcement.

In addition, pursuant to the Work Safety Regulations, a construction entity must
purchase accidental injury insurance for the workers engaged in dangerous work on the
construction site for injuries incurred in work-related accidents, and the insurance
premium shall be paid by the construction entity, or the general contractor in the case
where the construction work is covered by a general contractor.
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OVERSEAS OFFERING AND LISTING

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of
the Overseas Securities Offering and Listing by Domestic Enterprises ( (5% A {55 M
TR A M HATHHE) ) (the “Overseas Listing Trial Measures”) and relevant
five guidelines, which will become effective on March 31, 2023. According to the
Overseas Listing Trial Measures, the PRC domestic enterprises that seek to offer and list
securities in overseas markets, either in direct or indirect means (“Overseas Offering and
Listing”), are required to fulfill the filing procedure with the CSRC and submit filing
reports, legal opinions and other relevant documents. Specifically, following the principle
of substance over form, if an issuer both meets the following criteria, its overseas offering
and listing will be deemed as indirect Overseas Offering and Listing by a PRC domestic
enterprises: (i) 50% or more of any of the issuer’s operating revenue, total profit, total
assets or net assets as documented in its audited consolidated financial statements for the
most recent fiscal year is accounted for by domestic companies; and (ii) the main parts of
the issuer’s business activities are conducted in mainland China, or its main place(s) of
business are located in mainland China, or the majority of senior management staff in
charge of its business operations and management are PRC citizens or have their usual
place(s) of residence located in mainland China. In the case of indirect Overseas Offering
and Listing by a PRC domestic enterprise, the issuer shall designate a major domestic
operating entity as the responsible domestic party for filing with CSRC. The Overseas
Listing Trial Measures also set forth the issuer’s reporting obligations in the event of
occurrence of material events after the Overseas Offering and Listing. In the event of the
occurrence of any of the following material events, the issuer shall make a detailed report
to the CSRC within 3 working days after the occurrence and public announcement of the
relevant event: (i) change in controlling rights; (ii) being subject to investigation,
punishment or other measures by overseas securities regulatory authorities or the relevant
authorities; (iii) changing listing status or changing the listing board; (iv) voluntary or
compulsory termination of listing. Besides, if any material change in the principal business
and operation of the issuer after its Overseas Offering and Listing makes the issuer no
longer within the scope of record-filing, the issuer shall submit a special report and a legal
opinion issued by a PRC domestic law firm to the CSRC within 3 working days after the
occurrence of the relevant change to provide an explanation of the relevant situation.

According to the Overseas Listing Trial Measures, the PRC domestic enterprises
engaging in Overseas Offering and Listing activities shall strictly comply with the laws,
administrative regulations and relevant provisions of the PRC government on foreign
investment, State-owned assets, industry regulation, overseas investment, etc., shall not
disrupt domestic market order, and shall not harm national interests, public interest and the
legitimate rights and interests of domestic investors. The PRC domestic enterprise that
conducts Overseas Offering and Listing shall (i) formulate its articles of association,
improve its internal control system and standardize its corporate governance, financial
affairs and accounting activities in accordance with the PRC Company Law, the PRC
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Accounting Law and other PRC laws, administrative regulations and applicable
provisions; (ii) abide by the legal system of the PRC on confidentiality and take necessary
measures to implement the confidentiality responsibility, shall not divulge any state secret
or the work secrets of state authorities, and shall also comply with laws, administrative
regulations and the relevant provisions of the PRC where involved in the overseas
provision of personal information and important data. In addition, the Overseas Listing
Trial Measures also provides the circumstances where the Overseas Offering and Listing
is explicitly prohibited, including: (i) such securities offering and listing is explicitly
prohibited by provisions in laws, administrative regulations and relevant state rules; (ii)
the Overseas Offering and Listing may endanger national security as reviewed and
determined by competent authorities under the State Council in accordance with law; (iii)
the PRC domestic enterprise, or its controlling shareholder(s) and the actual controller,
have committed relevant crimes such as corruption, bribery, embezzlement,
misappropriation of property or undermining the order of the socialist market economy
during the latest three years; (iv) the PRC domestic enterprise is currently under
investigations for suspicion of criminal offenses or major violations of laws and
regulations, and no conclusion has yet been made thereof; or (v) there are material
ownership disputes over equity held by the controlling shareholder(s) or by other
shareholder(s) that are controlled by the controlling shareholder(s) and/or actual controller.
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OVERVIEW

We are the leading equipment operation service provider in China, with
comprehensive equipment offerings and strong service capacities. According to the F&S
Report, we were the largest equipment operation service provider in China in terms of
revenue in 2021.

The shares of Far East Horizon, the direct holding company of our Company, have
been listed on the Main Board of the Hong Kong Stock Exchange (stock code: 3360) since
March 2011. In anticipation of the [REDACTED], our Company was incorporated in the
Cayman Islands as an exempted company with limited liability on September 28, 2020. It
became the holding company of our Group’s operations in October 2020. After completion
of the [REDACTED] and the [REDACTED], our Group will continue to be principally
engaged in our already established equipment operation business, providing (i) operating
lease services, (ii) engineering and technical services, and (iii) platform and other services;
whilst Far East Horizon Group will continue to be principally engaged in (i) financial
leasing and advisory services, and (ii) industrial operation and management services,
including hospital investment and operation, preschool education and school operation
management, trading and brokerage services, etc..

OUR BUSINESS MILESTONES

The following sets out our major business development milestones since our
inception and up to the Latest Practicable Date:

Year Business Milestones

2011

Shanghai Horizon Equipment & Engineering was established.

* We commenced providing operating lease services for neo-excavation
support system and road equipment.

2012 e We commenced providing operating lease services for aerial work
platform.
2013 * Shanghai Hongjin Equipment & Engineering was established.

* We commenced providing operating lease services for neo-formwork
system and electrical power equipment.
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Year

Business Milestones

2014

2016

2019

2020

* Shanghai Horizon Equipment & Engineering and Shanghai Hongjin
Equipment & Engineering were consolidated into Shanghai Horizon
Construction Development

* We commenced providing operating lease services for forklift truck.
Our four main business lines were established, including (i) neo-
excavation support system, (ii) neo-formwork system, (iii) aerial work
platform, and (iv) other equipment which consists of road equipment,
forklift truck and electrical power equipment.

* We commenced providing engineering and technical services to
customers in the engineering equipment industry.

e We were ranked 38th in ACCESS 50 and were the first Chinese
enterprise to rank as aerial work platform equipment service provider in
the world in ACCESS 50.

* We commenced providing platform and other services to customers in
the engineering equipment industry.

* We were awarded Top Five Brands in the Synthetic Leasing Industry in
2019 by T50 Summit Organization Committee of World Construction
Machinery Industry.

* We were awarded Top Ten Brands in the Engineering Equipment
Leasing Industry in 2020 by T50 Summit Organization Committee of
World Construction Machinery Industry.

e We were ranked sixth in Top 50 Aerial Work Platform Leasing
Companies in the World in ACCESS 50 in 2020 which was awarded by
one of the world’s largest international building information providers
— KHL Group.
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Year Business Milestones

2021 Investments were made in our Company by a group of strategic and
[REDACTED] investors, including XCMG Construction Machinery
Co., Ltd., Zoomlion Heavy Industry Science and Technology Co., Ltd.,
Hillhouse Capital V, Ltd., Zhejiang Dingli Machinery Co., Ltd., Linyi
Lingong Machinery Group Co., Ltd., Terex Corporation and China

Merchants Bank Co., Ltd.

* We were ranked fourth in Top 50 Aerial Work Platform Leasing
Companies in the World in ACCESS 50 and 24th in IRN World’s Top
100 Rental Companies in 2021, each of which was awarded by KHL
Group.

2022

We were ranked third in Top 50 Aerial Work Platform Leasing
Companies in the World in ACCESS 50 and 14th in IRN World’s Top
100 Rental Companies in 2022, each of which was awarded by KHL
Group.

* 