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DEFINITIONS

In this circular, unless otherwise defined or the context otherwise requires, the following expressions

have the following meanings:

“2016 Master Agreement”

“2019 Master Agreement”

“Acquisition”

“AGM”

>

“Articles of Association’

“Board”

“Company”

“Concession Period”

“Connected Person(s)”

“Controlling Shareholder(s)”

“Director(s)”

the construction contracting service master agreement dated 25
August 2016 entered into between the Company and Jujiang
Holdings

the construction contracting service master agreement dated
17 April 2019 entered into between the Company and Jujiang
Holdings

the acquisition of 80% shareholdings of the Tongxiang Subsidiary
by the Company from the Vendor in accordance with the share
transfer agreement dated 13 November 2018 entered into between
the Company and the Vendor

the annual general meeting of the Company to be convened and
held on 17/F Skyway Centre, 23 Queen’s Road West, Sheung Wan,
Hong Kong at 1:00 p.m. on Friday, 28 June 2019, supplemental
notice of which is set out on pages AGM-1 to AGM-3 of this
circular, and any adjournment thereof

the articles of association of the Company as amended, modified
or otherwise supplemental from time to time

the board of Directors of the Company

Jujiang Construction Group Co., Ltd. (FIF @ a4 B0 FR A
A]), a joint stock company established in the PRC with limited
liability, whose H Shares are listed and traded on the Hong Kong
Stock Exchange (stock code: 1459)

the fifteen (15) years commencing on the Effective Date of the
PPP Contract and ending on the fifteenth anniversary of the
Effective Date of the PPP Contract

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise in the context of this circular,
refers to Mr. Lyu Yaoneng, Jujiang Holdings and Jujiang Equity

Investment

director(s) of the Company
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“Domestic Share(s)”

“Effective Date”

s

“Existing Annual Cap’

“First Circular”

“General Mandate”

“Group”

“H Share(s)”

“HK$”

“Hong Kong”

“Independent Board Committee”

“Independent Shareholders”

ordinary share(s) issued by the Company in the PRC with a
nominal value of RMB1.00 each, which are subscribed for or
credited as paid up in RMB by PRC natural persons or entities
established under the laws of the PRC

the date when the PPP Contract takes effect:—

. upon the fulfilment of all conditions precedent under clause
3.1 of the PPP Contract; or

. upon the fulfilment of some conditions precedent and the
waiver of all the other conditions precedent in accordance
with clause 3.2 of the PPP Contract

the existing annual cap for the transactions contemplated under the
2016 Master Agreement for a term ended on 31 December 2018

the circular of the Company dated 30 April 2019

the general unconditional mandate to be granted by Shareholders
to the Directors to allot and issue new domestic shares and/or H
shares of the Company representing up to 20% of each of the total
number of the Domestic Shares and/or H Shares as the case may
be, that are issued and outstanding as at the date of the resolution
to grant the general mandate

the Company and its subsidiaries

overseas-listed foreign invested shares in the share capital of
the Company, which are listed on the main board of the Stock
Exchange with a nominal value of RMB1.00 each

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

an independent committee of the Board which comprises Mr. Yu
Jingxuan, Mr. Lin Tao and Mr. Wong Ka Wai

the Shareholders other than those who have material interest in
the 2019 Master Agreement and the Revised Annual Caps and
are required under the Listing Rules to abstain from voting on the
relevant resolution(s) to be proposed at the AGM
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“Independent Financial Adviser” or
“Advent Corporate Finance”

“Independent Third Party(ies)”

“Jujiang Equity Investment”

“Jujiang Holdings”

“Jujiang Holdings Group”

“JV Agreement”

“JV Announcement”

“JV-1 Company”

“JV-2 Company”

“JV-1 Partners”

Advent Corporate Finance Limited, a corporation licensed to
carry out type 6 (advising on corporate finance) regulated activity
under the SFO, being the independent financial adviser appointed
to advise the Independent Board Committee and the Independent
Shareholders in respect of the 2019 Master Agreement and the
Proposed Annual Caps

a third party independent of the Company and the Connected
Persons (as defined in the Listing Rules) of the Company

Zhejiang Jujiang Equity Investment Management Co., Ltd.* (#f{L
I S M 43 Y A5 BB 40 A RS 7)), a joint stock limited liability
company incorporated in the PRC on 19 August 2011 and a
36.75% shareholder in the Company

Zhejiang Jujiang Holdings Group Co., Ltd.* (#7{LE %45 B 4L H]
A FR/ZA7]), a limited liability company incorporated in the PRC on
18 August 2011 and a 38.25% shareholder of the Company

Jujiang Holdings, its subsidiaries and their associates (as defined
under the Listing Rules) (other than our Group)

the Investment on Setting up Tongxiang City Digital Construction
Industrial Base Company Limited* ( (& &% 37 A 4 i 807 R 5
A BRA AWk ) ) entered into by JV-1 Partners and JV-2
Partners on 17 April 2019

the announcement of the Company dated 17 April 2019 in relation
to the JV Agreement

Tongxiang City San Ju Digital Construction Technology Company
Limited* (Hi %F i = B 8 5 @& B 5 A R B AL 22 7)), a joint
venture established by JV-1 Partners on 12 December 2018 in
accordance with the laws of PRC

Tongxiang City Jiu Lian Digital Construction Technology
Company Limited* (Hi%8 7 PABH R ERH AR ELAF), a
joint venture established by JV-2 Partners on 20 December 2018 in
accordance with the laws of PRC

comprising the Company, Tong An Construction Company Limited* ([7]
LA R/AF]), and Ya Du Construction Group Company Limited*
(AP AE A FR/A 7)) which are established in accordance with the
laws of PRC
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“JV-2 Partners”

“Latest Practicable Date”

“Listing Date”

“Listing Rules”

“PPP”

“PPP Contract”

comprising the following parties:—

(1)  Zhejiang Li Xin Construction Development Company
Limited* (Wi{L 2 (5 @288 A R 7))

(2)  Zhejiang Ju Xin Construction Company Limited* (#i7LE 5%
R A PR )

(3)  Zhejiang Chong De Construction Company Limited* (#77L
SR AR AT

(4)  Zhejiang Bao Sen Construction Company Limited* (#7 7L
AREBA R )

(5)  Zhejiang Bei Sheng Construction Company Limited* (#i7L
B s A BR A )

(6)  Zhejiang Zhong Shuo Construction Company Limited* (#f
VL RE A R A R A)

(7)  Zhejiang Cheng Hui Construction Company Limited* (#77L
O A B D)

(8)  Heng Ji Construction Group Company Limited* (53 5# %
EEA R W)

(9) Zhejiang Wise House Green Construction Company

Limited* (W13 5 &k (4 5 A FRA F])
which are all established under the laws of PRC

31 May 2019, being the latest practicable date prior to the printing
of this circular for ascertaining certain information contained
herein

12 January 2016, on which dealings in Shares first commenced on
the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange as amended, modified or otherwise supplemental from
time to time

public-private partnership, a partner relationship based on a
concession agreement and formed between the government and
private organizations for co-construction of infrastructure projects
or providing certain public goods and services

the contract titled “Tongxiang City Youth Quality Education

Complex Project PPP Contract”* ((Hil48TH & /D 4F RE X E HiEEHE
i35 HPPPA [F])) which is to be governed by the laws of PRC
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“PPP Project”

“Educational Complex”

“PRC”

“Project Company”’

bl

“Proposed Annual Caps’

“SFO”

“Supplemental Circular”

“Tongxiang Education Bureau”

“Proposed Annual Caps”

“RMB”

“Shares(s)”

“Shareholder(s)”

“Stock Exchange”

the PPP project in relation to the construction, operation and
transfer of the Educational Complex in Tongxiang City, Zhejiang
Province, the PRC under the PPP Contract

include two buildings to be used as offices and exhibition halls,
two student dormitories and a staff dormitory, a canteen, a
stadium, a power distribution room and a parking lot

The People’s Republic of China which shall, for the purpose of
this circular, excludes Hong Kong Special Administrative Region,
the Macau Special Administrative Region of the PRC and Taiwan

a Company proposed to be established by JV-1 Company and
JV-2 Company with the intended name of Tongxiang City Digital
Construction Industrial Base Company Limited* (4% # =7 i 5
JEE EFL A BR A F]), a joint venture which is to be established by
JV-1 Company and JV-2 Company

the proposed annual caps for the continuing connected transactions
contemplated under the 2019 Master Agreement for the three years

ending 31 December 2021

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

the circular of the Company dated 12 June 2019 which is
conjunction with the First Circular

Tongxiang Education Bureau* (Hi#§#(% J), the implementation
institute authorised by the local government of Tongxiang City of
Zhengjiang Province

the annual cap for the continuing connected transaction
contemplated under the 2019 Master Agreement for the three years
ending 31 December 2021

Renminbi, the lawful currency of the PRC

the Domestic Share(s) and the H Share(s) of the Company

holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited
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“Tongxiang Subsidiary” Tongxiang City Quality Education Complex Company Limited* (#
AT REH B BB A R ET/AA]), a company established in
the PRC with limited liability

“Vendor” Tongxiang City Education Culture Development and Investment
Co. Limited* (4B 20 & L R K E AR BAE A A, a
company established in the PRC with limited liability

“%” per cent

*  English transliteration for identification purpose only
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LETTER FROM THE BOARD

L. INTRODUCTION

This Supplemental Circular should be read in conjunction with the First Circular. Unless otherwise
specified, capitalized terms used herein shall have the same meanings as those defined in the First Circular.

The purpose of this Supplemental Circular is to provide the Shareholders with the supplement
notice of the AGM, together with additional information on, among other things, the following additional
resolutions to put forward at the AGM: (7) to consider and approve the continuing connected transactions
and the proposal of annual caps, (8) to consider and approve major transaction in relation to the PPP
Contract, and (9) to consider and approve major transaction in relation to the JV Agreement, so that the
Shareholders may make an informed decision on voting in respect of the resolutions to be tabled at the
AGM.

II. CONTINUING CONNECTED TRANSACTIONS AND PROPOSAL OF THE ANNUAL CAPS

References are made to the continuing connected transactions under the 2016 Master Agreement, the
details of which were set out in the announcement by the Company dated 25 August 2016 and the circular
of the Company dated 7 November 2016. The 2016 Master Agreement expired on 31 December 2018,
and the Board expects that Jujiang Holdings would engage the Group to provide construction contracting
services for certain new projects. As such, on 17 April 2019 after trading hours, the Company and Jujiang
Holdings entered into the 2019 Master Agreement for a term from 1 January 2019 to 31 December 2021.

2019 Master Agreement

Date

17 April 2019 (after trading hours)

Parties

The Group (as service provider) and Jujiang Holdings

Subject matter

The Company and Jujiang Holdings entered into the 2019 Master Agreement with retrospective

effect for a term from 1 January 2019 to 31 December 2021, subject to the Shareholders’ approval.

Save as amended by the 2019 Master Agreement, all other terms of the 2016 Master Agreement (as

disclosed below) shall remain unchanged.

Services

Pursuant to the 2019 Master Agreement, Jujiang Holdings agreed to engage the Group to provide

construction contracting services such as building construction, foundation work, curtain wall
construction, building decoration and fire equipment installation to Jujiang Holdings Group.
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Pricing policy

The Group and Jujiang Holdings agreed that the transactions to be contemplated under the 2019
Master Agreement shall be conducted on normal commercial terms, in particular:

(a)  on terms no less favourable to the Group than terms available to or from (as appropriate)
Independent Third Parties;

(b)  in the ordinary and usual course of business of the Group and conducted after arm’s length
negotiations; and

(c) will not exceed the annual caps.

Internal Control Procedures

The construction contracting service fees payable by Jujiang Holdings Group to the Group under
the 2019 Master Agreement will be determined after arm’s length negotiation between Jujiang
Holdings Group and the Group on a project-by-project basis. In order to ensure that the service fees
the Group received for our provision of construction contracting services are fair and reasonable
and in line with market practices, we will keep ourselves updated on the prevailing fee level in
market and the market conditions. In general, the Company will compare the services fees of
the construction projects which the Group would charge Jujiang Holdings Group with at least 3
comparable constructions projects within 2 years which the Group would charge Independent Third
Parties, subject to the nature of those construction contracting services. Further, before we provide
any construction contracting service, we will also refer to the historical fees received from third-
party customers for providing similar construction contracting services.

The Group generally provides a price quote during the bidding process or engages in price
negotiations with their customers. The price quote is determined primarily based on a number
of factors, including the availability and costs of raw materials and equipment and machinery,
subcontracting costs, project schedule, labor costs, geographical location, environmental condition
of the project site, as well as the complexity and scale of the construction project. The Group may
negotiate construction contracting contracts on a fixed-price or variable-price basis.

The Group has adopted a set of written policies in relation to the standard pricing strategy for the
construction services which is applicable to all customers (including Jujiang Holdings Group). For
the fixed-price contracts, the Group will first ascertain from its suppliers and sub-contractors the
prime cost of materials and labour for providing similar construction services and for undertaking
similar projects, and then add in a certain percentage markup, which will be determined by the
Group on a case by case basis. The markup is determined primarily based on a number of factors,
including complexity and scale of the construction projects and with reference to historical
transactions of a similar scale and nature and the indicative price which are made available to the
public by the relevant government authorities through various official government websites and
publications from time to time. In general, the markup should be over 4% pursuant to our internal
operation and management policy. For the three years ended 31 December 2018, the average
gross profit margin of the Jujiang Holdings Group and Independent Third Parties were 6.15% and
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5.61%, respectively. The government-guidance price is quoted on the Government websites, such
as Zhejiang Price Quotation Website* (#ff L% {5 #) at www.zjzj.net, which is operated by the
Department of Development of Zhejiang Province* (#7L & @& /#8) and updated monthly. The
government-guidance price generally refers to the price of construction materials, such as cement
and steel bars, which is often used by the construction contractors to estimate the construction costs.
For variable-price contracts, the Group’s fees are determined by a unit price and the total volume of
actual work performed. The unit price maybe fixed or may reference a government-published price,
such as Zhejiang Price Quotation Website* (Wi7L#ifEAY) at www.zjzj.net. It can ensure that the
price is fair and reasonable and comparable to the price charged by the Group in similar transactions
involving Independent Third Parties. The Company is of the view that as it is generally the market
practice that determination of percentage markup under fixed-price contracts and unit price under
variable-price contracts are mostly based on the indicative figures set down by relevant government
authorities, therefore following such indicative figures in determining the service fee would be in
line with market practice and the prevailing market price.

Depending on the amount involved, the proposed price will then be reviewed and approved by
managers of the Company or the management to ensure that the proposed price is set in accordance
with the Group’s pricing strategy before submitting the bid to the potential customer for their
consideration. Other payment terms are determined with reference to market practices.

Further, the Group has assigned an officer to be responsible for the internal audit function and such
officer will perform review and conduct sample checking on the continuing connected transactions
on monthly basis to ensure that the pricing of the continuing connected transactions under the 2016
Master Agreement and the 2019 Master Agreement adhere to the aforesaid pricing mechanism and
approval procedures and is comparable to the prices charged by the Group in similar transactions
involving Independent Third Parties, and the terms are no less favourable to the Group than those
offered by the Group to other Independent Third Parties in similar transactions.

Historical Figures

For the three years ended 31 December 2018, the aggregate service fees paid by Jujiang
Holdings Group for the construction contracting services provided by the Group were approximately
RMB311.0 million, RMB117.2 million and RMB64.8 million, respectively. The Directors confirm
that, as at the Latest Practicable Date, the annual caps of the 2016 Master Agreement have not been
exceeded.

Proposed Annual Caps

The annual cap amounts of the construction contracting services fees payable to the Group for
the construction contracting services under the 2016 Master Agreement for the three years ended 31
December 2018 was RMB321 million, RMB325 million and RMB318 million respectively.

The decreases in historical transaction amount from the respective annual caps under the

2016 Master Agreement were mainly due to delay in progress of construction contracting projects in
Shandong, the PRC. We were notified by Jujiang Holdings Group that due to the weakening of the

-10-
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general property market, Jujiang Holdings Group decided to temporarily postpone the project until
the sales of phase I of the project in Shandong. Such delay amounted to approximately RMB25.5
million, RMB176.0 million and RMB243.5 million based on our best estimate of the anticipated
progress of the project for each year and the total consideration of the project, or approximately 7.9%,
54.2% and 76.6% of the respective annual caps for the three financial years ended 31 December
2018, respectively. As at the Latest Practicable Date, the Jujiang Holdings Group has notified us that
the construction works of the said affected projects in Shangdong, the PRC were expected to resume
in the fourth quarter 2019 as the property market in Shandong is showing signs of improvement.

The Company has decided to decrease the annual cap for the transactions contemplated for
the year ending 31 December 2019 to RMB200.0 million and estimates that the annual transaction
amounts under the 2019 Master Agreement for the years ending 31 December 2019, 2020 and 2021
not to exceed the annual caps of RMB200.0 million, RMB300.0 million and RMB300.0 million
respectively.

The Company has adopted certain internal control procedures to ensure that the proposed
annual cap will not be exceeded. All members of the Group are required to report to, and the
finance department of the Company will closely monitor, the actual transaction amounts relating
to its continuing connected transactions on a quarterly basis. If the actual transaction amount is
reasonably expected to reach 85% of the Proposed Annual Caps of the relevant continuing connected
transactions at any time, the matter will be promptly escalated to the chief financial officer, who
will seek advice from the audit committee of the Company and the Board for appropriate measures,
including but not limited to revising the relevant Proposed Annual Caps in accordance with the
requirements of the Listing Rules, if necessary.

Basis of the Proposed Annual Caps

When determining the above Proposed Annual Caps, the Board has considered: (i) the
historical amount paid by the Jujiang Holdings Group to the Group for the three years ended 31
December 2018; (ii) the contract sum and the anticipated receivable amount under the respective
signed construction services agreement with Jujiang Holdings Group; (iii) the anticipated progress
and stage of completion of the construction projects; and (iv) our anticipated gross floor area and
the average construction fee per square meter of construction projects requiring our provision of
construction contracting services for the three years ending 31 December 2021. For each year,
the anticipated gross floor area is based on the total gross floor area and our best estimate of the
progress of the project, which is in turn based on the timeline instructed by Jujiang Holdings Group.
The average construction fee per square meter of construction projects is calculated at total contract
amounts divided by total of gross floor area.

- 11 -
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The table below sets out the Group’s construction projects with Jujiang Holdings Group
which are expected to be carried out for the years ending 31 December 2019, 2020 and 2021:

019 2020 01
Anticipated Average  Anticipated Average  Anticipated Average
Contract stage of ~ Gross floor ~ construction stage of  Gross floor ~ construction stage of  Gross floor ~ construction

Project name sum  completion  area(m’)  feeperm® completon  area(m’) feeperm’ completion  area(m) fee perm’
(RMB) (RMB) (RMB) (RMB)

Stage Il of Rongcheng

Zhonghan*

(BRAREEE) 230000000 28.0% 42000 15% 6.0% 32,500 15% 93.0% 45,000 15%
Annual production of

120,000 tons of silicon

steel sheet continued

construction project

(FENERDAS

BHH) SL000000  100.0% 35781 1425 - - - - - -
Stages L and Il Jujiang

Sunshine Bay*

(EFRMEE-1

) 280,000,000 10.0% 19,000 1474 30.0% 76,000 1474 95.0% 85,500 1474
Rongcheng*New World

(R I 81506400 1000% 1787 912 - - - - - -
Golden Sunshine

Residential Community*

(GEEEETHE 238000000 200% 30,126 1580 55.0% 0l 1380 90.0% .l 1580
#1-8 of Jingfu Garden®

(REAR L8 49000000 100.0% 70 1361 - - - - - -

# Translations of the Chinese name of the projects are for identification purpose only.

The aggregate amount of the corresponding anticipated gross floor area and average
construction fee per square meter for each of the years ending 31 December 2019, 2020 and 2021
amounts to approximately RMB194 million, RMB275.8 million and RMB278.3 million respectively.

Conditions

The 2019 Master Agreement is conditional upon the resolution regarding the 2019 Master
Agreement (including the annual caps) and the transactions contemplated thereunder being approved
by the Independent Shareholders at the AGM.

Reasons for 2019 Master Agreement

Taking into account that the Group has already provided construction contracting services
to Jujiang Holdings Group in the past and that provision of such services consistently generated
profits for the Group historically, our Directors (excluding the independent non-executive Directors,
whose opinion is set out in the section headed “Letter form the Independent Board Committee” in
this circular) consider that it is in the interests of the Company and the Shareholders as a whole
to continue our relationship with Jujiang Holdings Group and to provide construction contracting
services to Jujiang Holdings by entering into the 2019 Master Agreement and proposed the annual
caps.

- 12 -
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Information on the Group

The Group is principally engaged in construction contracting and design, survey and

consultancy services.
Information on Jujiang Holdings

Jujiang Holdings Group mainly engages in the business of, amongst other things, property
development and investment holding and it is also the shareholder of various subsidiaries (including
the Company). As at the Latest Practicable Date, the Company is owned as to 38.25% by Jujiang
Holdings and Jujiang Holdings is owned as to approximately 51.33% by Mr. Lyu Yaoneng and
approximately 48.67% by nine other individual shareholders. The identities and background of the
shareholders of the Jujiang Holdings and relationship with the Company as follows:

Position within

% of the Position within the Jujiang Holdings and

Shareholder shareholding Company its subsidiaries

Mr. Lyu Yaoneng 51.33% Chairman of Board, general Chairman of Board, Non-
manager, president and executive Director
Executive Director

Mr. Lyu Dazhong 11.43% Executive Director and vice Non-executive Director
president

Mr. Wang Shaolin® 8.52% Vice president Non-executive Director

Mr. Lyu Yuntao 7.01% None General Manager

Mr. Li Jinyan 5.33% Executive Director and vice Non-executive Director
president

Mr. Shen Bingkun 4.97% None None

Mr. Lu Zhicheng 4.39% Executive Director Supervisor

Mr. Gao Xingwu 4.17% Vice engineer Non-executive Director

Mr. Fan Zhiming 1.54% None None

Mr. Ma Shengliang 1.31% None None

(D Spouse of Mr. Wang Shaolin is sister of Mr. Lyu Yaoneng

As Jujiang Holdings is one of the Controlling Shareholders and a connected person of
the Company, the transactions contemplated under the 2019 Master Agreement between Jujiang
Holdings and the Group will constitute continuing connected transactions for the Group under
Chapter 14A of the Listing Rules.

As each of Mr. Lyu Yaoneng, Mr. Lyu Dazhong, Mr. Li Jinyan and Mr. Lu Zhicheng, being
both Directors of the Company and shareholders of Jujiang Holdings, has material interests in the
transactions contemplated under the 2019 Master Agreement, they have abstained from voting on
the Board resolutions approving the 2019 Master Agreement and the transactions contemplated

thereunder.

-13-
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II1.

As at the Latest Practicable Date, Jujiang Holdings, being one of the Controlling Shareholders
and one of the parties to the 2019 Master Agreement, has material interests in the 2019 Master
Agreement and the transactions contemplated thereunder, including the Proposed Annual Caps.
Jujiang Holdings and its associates shall, therefore, abstain from voting on the resolution in relation
to the entering into of the 2019 Master Agreement and the transactions contemplated thereunder,
including the Proposed Annual Caps at the AGM. Save as disclosed above, to the best knowledge,
information and belief of the Directors and having made reasonable enquiries, no other Shareholder
is involved in or interested in the 2019 Master Agreement and the transactions contemplated
thereunder, including the Proposed Annual Caps who is required to abstain from voting on the
relevant resolutions to approve the same at the AGM.

Listing Rules Implication

The transactions contemplated under the 2019 Master Agreement constitute continuing
connected transactions of the Company under Chapter 14A of the Listing Rules. As the Proposed
Annual Caps in respect of the 2019 Master Agreement for each of the three years ending 31
December 2021 is more than HK$10.0 million, and at least one of the applicable ratios calculated
thereof is more than 5%, the transactions contemplated under the 2019 Master Agreement and the
Proposed Annual Caps are subject to the reporting, announcement, annual review and Independent
Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

As the actual transaction amounts under the 2019 Master Agreement would be subject to the
actual progress of the construction projects thereunder, and other factors which are beyond control of
the management of the Group, it is possible that the Company may sign new construction contracts
after the 2019 Master Agreement, the Proposed Annual Caps and the transactions contemplated
thereunder having been approved by the Independent Shareholders at the AGM, in which case the
Company shall ensure compliance with the announcement, circular and Independent Shareholders’
approval requirements if required under the Listing Rules.

An Independent Financial Adviser, Advent Corporate Finance, has been appointed to advise
the Independent Board Committee and the Independent Board Committee comprising all independent
non-executive Directors has been established to advise the Independent Shareholders in respect of
the 2019 Master Agreement and the Proposed Annual Caps.

SUMMARY OF THE PPP PROJECT
Introduction

Reference is made to the announcement of the Company dated 17 April 2019 in relation to,
among other things, the PPP Contract.

On 17 April 2019, Vendor and the Tiongxiang Subsidiary, a subsidiary in which the Company
owns 80% of the outstanding shares, entered into the PPP Contract in respect of the PPP Project in
Tongxiang City, Zhejiang Province, the PRC. The total investment of the PPP Project is expected
to be approximately RMB263.1 million, which included the considerations of the Acquisition in the
amount of RMB48.0 million.
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The PPP Project will be carried out through the PPP model, which is an emerging cooperation
model, supported by local policies, for the public and private sectors to cooperate in the relevant
projects. While the PPP model typically involves the use of private sector capital in public
sector works, there is no fixed cooperation model, as the extent and nature of the private sector’s
involvements are driven by the nature of the relevant project and the requirements of the local
government concerned.

THE PPP Contract
(1)  Parties
Date: 17 April 2019
The Parties: 1) Tongxiang Education Bureau
(ii))  Tongxiang Subsidiary

The Tongxiang Education Bureau is the competent authority overseeing the local education
industry in Tongxiang City. It is primarily responsible for policy formulation, development planning,
supervision and coordination in relation to the education industry of Tongxiang City, as well as
the construction, maintenance and management of relevant facilities. To the best of the Directors’
knowledge, information and belief having made all reasonable enquiries, the Tongxiang Education
Bureau and its ultimate beneficial owner is a government body and an Independent Third Party.

(2)  Information on the PPP Project

The PPP Project follows the typical public-private partnership model, in which a partner
relationship based on a concession agreement and formed between the Tongxiang Education Bureau
and us for the construction of the Educational Complex. Tongxiang Education Bureau decided to
enter into the PPP model with us because we have the experience and financing means to construct
the Educational Complex. Granting us the Concession Rights provides the incentive for us to enter
into the arrangement.

Pursuant to the PPP Contract, the PPP Project is construction and operation of the Educational
Complex in Tongxiang City, Zhejiang Province, the PRC, with a total site area of approximately
100,000 square metre and a total construction floor area of 53,235.94 square metre. The Educational
Complex is a complex that contains two ancillary to be used as offices and exhibition halls, two
student dormitories and a staff dormitory, a canteen, a stadium, a power distribution room and a
parking lot. The PPP Project will mainly generate the revenue by holding functions and leasing the
properties and facilities to the public, the enterprises and the education institutions for trainings and
other activities.

The total investment amount of the PPP Project is expected to be approximately RMB263.1
million, which is expected to financed by Tongxiang Subsidiary through external bank loans. At
the current stage, we do not expect any additional financing necessary in addition to the RMB263.1
million investment amount.
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(3)  Concession Rights

Pursuant to the PPP Contract, Tongxiang Education Bureau agreed to grant certain concession
rights in relation to the PPP Project to Tongxiang Subsidiary, including the right to (i) finance and
construct the Educational Complex, (ii) operate and maintain the Educational Complex and the
whole PPP Project during the Concession Period, and (iii) receive revenue and other incomes from
operating and maintaining the Educational Complex under the PPP Project during the Concession
Period, which include operating and managing restaurants, dormitories and supermarkets at the PPP
Project.

Commencing on the date of trial operations on the Educational Complex, the Tongxiang
Subsidiary shall be entitled to charge fees from users of the Educational Complex for trainings and
other activities. The Tongxiang Subsidiary is also entitled to revenue generated from conducting
business activities such as operating restaurants, dormitories and supermarkets, as well as space
renting at the Educational Complex.

The Tongxiang Subsidiary is also entitled to receiving income paid by the Tongxiang
Education Bureau as feasibility gap subsidy, which will be calculated based on factors such as
annual availability payment, annual operational net profit and performance evaluation coefficient,
with an investment return of 6.62 per cent, which is a result of the negotiation between the parties at
the arm’s-length with reference to the highest interest rate of the bank loans borrowed by the Group (i.e.
6.22%). Both parties deem the investment return to be reasonable.

After the expiration of the operation phase, the Tongxiang Subsidiary shall transfer all
properties and facilities of the PPP Project in normal operating conditions to Tongxiang Education
Bureau or an entity it designated. The Company shall transfer all its shares in the Tongxiang
Subsidiary to the Tongxiang Education Bureau or an entity it designated at nil consideration
according to the provisions of the PPP Contract. The nil consideration of the transfer is common to
the PPP model. After due analysis and taking the PPP Contract as a whole, the Directors consider
the nil consideration of the transfer to be fair and reasonable and in the interest of the Company and
shareholders as a whole.

(4)  Concession Period

The concession period of the PPP Project shall comprise the construction period and the
operation period:

The construction period including (1) the pre-construction phase to prepare and obtain
the requisite permits for the construction and (2) the construction
phase of 2 years, which started from the Effective Date of the PPP
Contract. Assuming the PPP Contract is approved by shareholders
at the AGM, the Company estimates that the Effective Date will
be a date in early July 2019 and the Construction period will end
in July 2021. In case of any delay in construction schedules of the
Educational Complex due to any fault attributable to Tongxiang
Subsidiary, it shall be liable to bear extra-construction costs.
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(5)

The operation period including the operation phase and handover phase for a total of 13
years. Assuming the PPP Contract is approved by shareholders at
the AGM, the Company estimates that the operation period will
start in July 2021 and end on July 2034. The operation period shall
commence on the next day following the date of inspection and
acceptance of work upon delivery.

Conditions Precedent

The PPP Contract is subject to and conditional upon the fulfilment of, inter alia, the following

conditions precedent:

a) the Company having obtained the approval of the Shareholders approving the
transactions contemplated under the PPP Contract;

b) the PPP Contract have been duly executed by the respective authorised representative
of the contracting parties to the PPP Contract;

c) the Tongxiang Education Bureau having obtained the consents and approvals from
local government of Tongxiang City to act as an implementation institution of the PPP
Contract;

d) the Tongxiang Education Bureau having obtained the consents and approvals from

local government of Tongxiang City to act as a contracting party to the PPP Contract.

As at the Latest Practicable Date, the conditions precedents specified in subparagraphs (b),

(c) and (d) above have been fulfilled, and no conditions precedent was waived by the Company and

Tongxiang Education Bureau.

(6)

Guarantees

a) Letter of Construction Guarantee during the Construction Phrase

Tongxiang Subsidiary shall by itself or cause the Company to provide security to the
Tongxiang Education Bureau in the form of irrevocable guarantee payable at any time by
banks or insurance companies in the amount of RMB3.0 million to Tongxiang Education
Bureau within 30 days after the Effective Date of the PPP Contract to secure the due
performance of the obligations of Tongxiang Subsidiary under the PPP Contract, the valid
period of which is the period from the Effective Date of this PPP Contract to the completion
of the construction of the Educational Complex, subject to the earlier automatic termination
upon the letter of operation guarantee (as provided below) taking effective.
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(7)

b) Letter of Operation Guarantee during the Operation Phrase

Within 10 business days of the commencement of the trial operation, Tongxiang
Subsidiary shall by itself or cause the Company to provide security of RMB1.0 million by
instalment to the Tongxiang Education Bureau in the form of irrevocable guarantee payable
at any time by banks or insurance companies, in order to secure the due performance of the
obligations of Tongxiang Subsidiary under the PPP Contract.

c) Letter of Handover Guarantee during the Handover Phrase

Before the completion of the concession period, Tongxiang Subsidiary shall by itself
or cause the Company to provide security of RMB1.0 million to the Tongxiang Education
Bureau in the form of irrevocable guarantee payable at any time by banks or insurance
companies.

If the Tongxiang Subsidiary commits any breach under the PPP Contract during the
construction phrase, the operation phrase or the handover phrase, the Tongxiang Education
Bureau has the right to notify in writing (“Claim Notice”) to Tongxiang Subsidiary that they
will draw certain amount of money (“Claim Amount”) from the relevant guarantees and will
set out the basis of the claim in such Claim Notice.

If Tongxiang Subsidiary has no objections or no submission of any opinions within
10 working days from receiving the Claim Notice (“Objection Period”), or fails to reach
consensus with the Tongxiang Education Bureau within 10 working days after Tongxiang
Subsidiary expressing its disagreement with the breach and or Claim Amount within the
Objection Period, the Tongxiang Education Bureau has the unilateral right to draw such
Claim Amount.

d) Joint Guarantee offered by the shareholders of the Tongxiang Subsidiary

All shareholders of the Tongxiang Subsidiary shall be jointly liable for the performance
of the obligations of the Tongxiang Subsidiary under the PPP Contract, under which the
respective liability of each shareholder of the Tongxiang Subsidiary shall not exceed their
respective contribution to the registered capital of the Tongxiang Subsidiary.
Licenses and permits

In connection with the PPP Project, the following licenses and permits have been procured:

. the Real Estate Title Certificate (#(2018)Hd 4% i A~ B) 7 HE £50053537%%) dated 17
October 2018, issued by Tongxiang Bureau of Land and Resource (#4817 [ 1 & Ui J=));

. the land use rights of the Property for science and education uses;

- 18 -



LETTER FROM THE BOARD

. the Construction Land Use Planning Permit (M17453304832017TY0974%%) dated 4 May
2017, issued by Tongxiang the Bureau of Housing and Urban-Rural Development (ffi

T AT 55 AN SRR AL 5 SR )

. two Construction Project Planning Permits, issued by Tongxiang the Bureau of
Housing and Urban-Rural Development (%51 5 3k A0 &1 4 5% J=); and

. four Construction Project Work Commencement Permits, issued by Tongxiang the
Bureau of Housing and Urban-Rural Development (il 4 7 {3 5 A3 4055 &) 4 5% 7).

All license and permits necessary for the PPP Project have been obtained.
REASONS FOR AND BENEFIT OF THE PPP CONTRACT

The Group is principally engaged in construction contracting and design, survey and consultancy
services.

The Board considered that, by entering into the PPP Contract through the Tongxiang Subsidiary, the
Group would be able to diversify the Group’s business. It would help the Group implement the strategy
of “Quality Business” and provide the Group with experience and opportunities to explore more PPP
Projects in the future, which is expected to have a positive impact on the future development of the Group.
In addition, the gross profit margin and net profit margin of the Group for the years ended 31 December
2016, 2017 and 2018 were 5.57%, 5.76% and 5.49%, respectively, and 2.24%, 2.61%, 2.51%, respectively.
The Directors considered that the guarantee investment return of 6.62% can give a higher return to our
shareholders.

The terms of the PPP Contract were determined after arm’s-length negotiations among the parties
thereto.

On this basis, the Directors (including the independent non-executive Directors) consider that the
terms of the PPP Contract are on normal commercial terms, fair and reasonable and in the interests of the
Group and the Shareholders as a whole.

FINANCIAL IMPACT OF THE PPP CONTRACT

As extracted from the 2018 Annual Report, the audited consolidated net assets value of the
Group was approximately RMB1,314.0 million as at 31 December 2018. Upon the completion of the
construction of the PPP Project, the aggregate investment cost of RMB263 million made by the Company
will be recognised as intangible assets. Therefore, there will have no immediate material impact on the
consolidated earnings of the Group as well as the net asset value attributable to equity shareholders of the
Company upon the completion of the construction of the PPP Project.

It should be noted that the aforementioned analyses are for illustrative purpose only and does not
purport to represent how the financial position of the Group will be upon the completion of the Acquisition.
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INFORMATION ON THE PARTIES

The Group is principally engaged in construction contracting and design, survey and consultancy

services.
The Tongxiang Subsidiary was incorporated in Zhejiang Province of the People’s Republic of China.

The Company currently directly holds 80% of the paid-up share capital of Tongxiang Subsidiary.
The remaining 20% of Tongxiang Subsidiary is owned by the Vendor. According the provisions of the
PPP Contract, it shall engage in the business granted under the PPP Contract and shall not carry on any
investment activities or other business activities without the prior written approval from the Tongxiang
Education Bureau.

Tongxiang Education Bureau refers to the Education Bureau of Tongxiang City (H4RTH# & ),
which is the implementation institute authorised by local government of Tongxiang City for the PPP
Project. The Tongxiang Education Bureau is a branch of the Tongxiang City Government, which is the
ultimate beneficial owner of Tongxiang Education Bureau.

To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiries, Tongxiang Education Bureau and its ultimate beneficial owners are third parties independent of
the Company and its Connected Persons.

LISTING RULES IMPLICATIONS

As the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the
Transaction are 25% or more but all applicable percentage ratios are less than 100%, the Transaction
constitutes a major transaction for the Company and is subject to notification, announcement and
Shareholders’ approval under Chapter 14 of the Listing Rules.

To the best of the knowledge, information and belief of the Directors, after having made all
reasonable enquiries, no Shareholders or any of their respective associate have any material interest in
the PPP Contract. As such, no Shareholders would be required to abstain from voting in favour of the
resolution approving the Transaction.

IV. SUMMARY OF JV AGREEMENT
Introduction

Reference is made to JV Announcement regarding the JV Agreement dated 17 April 2019
entered into by JV-1 Partners, in which the Company hold a 40.0% equity interest, and JV-2
Partners, pursuant to which JV-1 Partners through the JV-1 Company will hold 68% equity interest
of the Project Company, whiles JV-2 Partners through the JV-2 Company will hold the remaining
32% equity interest of the Project Company. Terms used in this circular but undefined shall have the
meaning as defined in such announcement.
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The transaction constitutes a major transaction of the Company under the Listing Rules.
THE JV Agreement
(1)  Parties
Date: 17 April 2019
The Parties: 1) JV-1 Partners (and the Company is one of them)
(i)  JV-2 Partners

To the best of the Directors’ knowledge, information and belief, having made reasonable
enquiries, JV-1 Partners (excluding the Company) and its ultimate beneficial owners, JV-2
Partners and its ultimate beneficial owners are all individuals with relevant industrial experience
in construction business that are third parties independent of and not connected with the Company
or any of its Connected Persons. JV-1 Partners (excluding the Company) and JV-2 Partners are
incorporated in Jiaxing City, Zhejiang Province, China and are principally engaged in construction
contracting business.

(2)  Information on the Project Company

The principal activities of the Project Company is expected to be the industrialized and
digitalized construction business, which involves a new form of automated, modularized and
vertically integrated construction to replace the traditional decentralized, manual and labor-intense
construction process. For example, such new form of construction includes the manufacturing
of standardized construction components that can be assembled into various structures. The
standardization process will be designed with a view to increase efficiency and save raw materials
used. The Project Company will make the initial investment in the construction of a manufacturing
base and manufacturing lines capable of the design and production of the standardized construction
components, among other things.

The first phase of the investment is expected to be approximately RMB300.0 million, which
will be mainly invested in the construction of the manufacturing base and purchase of the machinery
and equipments. The intended site is situated at Pu Yuan Town (If[¢%H), Tongxiang City, Zhejiang
Province, the PRC, with a total site area of approximately 180,000 square meters. The construction
period is expected to be approximately 2 years. The table below set forth the indicative timetable
and details of each phase:

Phase Period Expected starting date
Site selection and land acquisition Three months July 2019
Base Construction 14 months October 2019

The construction base is expected to include a factory building, an administrative building
and a dormitory.
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The total investment amount under the JV Agreement is expected to be RMB1,000.0 million,
which included the proposed registered capital of the Project Company is RMB300.0 million and
capital commitment of RMB700.0 million. The proposed registered capital of the Project Company
will be injected by JV-1 Partners representing RMB204.0 million or 68.0% shareholdings of the
Project Company and will be injected by JV-2 Partners representing RMB96.0 million or 32.0%
shareholdings of the Project Company.

The difference between the total investment amount under the JV Agreement and the
registered capital of the Project Company will be financed by loans from banks or other creditors,
failure of which the JV-1 Company and the JV-2 Company shall finance the Project Company either
by increasing registered capital of the Project Company or by shareholder(s) loan.

The downpayment of the registered capital of the Project Company shall be RMB5.0 million
and the rest of the registered capital of the Project Company shall be injected by instalment on an
as-needed basis.

(3)  Information on the JV-1 Company and the JV-2 Company

JV-1 Company was established on 12 December 2018 by the Company and the other two
independent corporate investors of JV-1 Partners.

According to the articles of the JV-1 Company, the registered capital subscribed by JV-1
Partners are RMB208.0 million, among which RMB83.2 million shall be injected by the Company
on or before 12 December 2019, representing 40.0% equity interest of the JV-1 Company and
27.2% indirect equity interest of the Project Company. As such, the total amount to be invested by
the Company under the JV Agreement is approximately RMB272.0 million. According to the PRC
legal adviser of the Company, no prior approval from the Board or Shareholders to establish the
JV-1 Company under laws of PRC is needed, as the JV Agreement has not been signed by either the
Company or the other of the JV-1 Partners and JV-2 Partners.

JV-2 Company was established on 20 December 2018 by JV-2 Partners comprising nine
independent corporate investors. According to the articles of the JV-2 Company, the registered
capital subscribed by JV-2 Partners is RMB100.0 million.

As provided by the JV Agreement, JV-1 Company and JV-2 Company shall determine
when the registered capital should be injected in accordance with the funding requirement of the
Project Company. Unless JV-1 Partners and JV-2 Partners otherwise agree with, the shareholder
who contributes the highest proportion of the registered capital in the JV-1 Company or the JV-2
Company shall have the right to appoint a director as the legal representative of the corresponding
company. The board of the Project Company shall consist of five directors, three of which shall be
appointed by JV-1 Company and two of which shall be appointed by JV-2 Company. The chairman
of the board of the Project Company shall be nominated by JV-1 Company. As the Company is the
shareholder who contributes most to JV-1 Company, the Company shall nominate the director of the
Project Company who is to be the chairman of the board. The Project Company is a corporate, and
does not have a dividend policy.
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The corporate structure immediately upon the formation of the Project Company is as follow:

The Company JY_I Partners JV-2 Partners
(excluding the Company)
40.0% 60.0% 100.0%
JV-1 Company JV-2 Company
68.0% 32.0%
Project Company
Notes:
(a) As at the Latest Practicable Date, the JV-1 Partners (excluding the Company) comprising Tong An

(b)

Construction Company Limited* ([f] % @4 4 BR 24 A), and Ya Du Construction Group Company
Limited* (BRABEE AL M A FR/A ) which have over 30 and 2 ultimate shareholders, respectively.

As at the Latest Practicable Date, the JV-2 Partners comprising the following parties:—

(H

2

3

(C))

(&)

(6)

N

(®

(©))

Zhejiang Li Xin Construction Development Company Limited* (47715715 k%% 2 A FRA )
which have 2 ultimate beneficial owners

Zhejiang Ju Xin Construction Company Limited* (#iiLE 5 &5 A BR/A F]) which have 5
ultimate beneficial owners

Zhejiang Chong De Construction Company Limited* (WiVL5EE A FR/A ) which have 2
ultimate beneficial owners

Zhejiang Bao Sen Construction Company Limited* (#7718 #x & %A BR/> ) which have 11
ultimate beneficial owners

Zhejiang Bei Sheng Construction Company Limited* (#iiTdbEE 2 54 FR/A 7)) which have 7
ultimate beneficial owners

Zhejiang Zhong Shuo Construction Company Limited* (#iiLHEE A FR/A ) which have
4 ultimate beneficial owners

Zhejiang Cheng Hui Construction Company Limited* (i LaffiEE s A FLA F]) which have 2
ultimate beneficial owners

Heng Ji Construction Group Company Limited* (15 %& % 5% 4 [#] A [ 24 7)) which have 2
ultimate beneficial owners

Zhejiang Wise House Green Construction Company Limited* (#7155 #k (0 8 584 BR/A )
which have over 50 ultimate beneficial owners
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4) Conditions Precedent

The JV Agreement is subject to and conditional upon the fulfilment of, inter alia, that:

The Company having obtained the approval of the Shareholders approving the Company’s
participation in the JV Agreement.

The conditions precedent cannot be waived by the Company or/ and the JV-1 Partners or/ and
the JV-2 Partners.

(5) Guarantees

Under the JV Agreement, Project Company, JV-1 Company and JV-2 Company are not
allowed to provide securities to any third parties.

If Project Company raises fund from third parties and the relevant creditors request the
legal representative (and his/her spouse) of the Project Company to stand for surety or to guarantee
to secure the performance of all or any of the obligations of such fund raising activities, both
JV-1 Partners and JV-2 Partners shall as counter-guarantors provide a counter-guarantee for the
aforementioned legal representative (and his/her spouse) of the Project Company.

REASONS FOR AND BENEFIT OF THE JV AGREEMENT

The Group is principally engaged in construction contracting and design, survey and consultancy

services.

At present, the People’s Government of Tongxiang City of China is vigorously promoting the use
of eco-friendly technologies and materials in the construction industry to advance the concept of green
construction, which aims to encourage the construction companies to save resources, reduce waste and
protect the environment in the life cycle of a construction project, as well as to facilitate the building
industrialization through the construction process. Through joint venture with other investors, the Company
is expect to effectively improve the development and application of building materials. Entering into the
JV Agreement will enable the Group to explore new business opportunities, and capitalize on the initiatives
taking by Tongxiang City. It will also give the Group operational experience and credentials in new type
of industrialized and digitalized construction, which the Group expects could further enhance its overall
competitiveness in the construction market and obtain the stable supply of the building materials.

The terms of the JV Agreement were determined after arm’s length negotiations among the parties
thereto.

On this basis, the Directors (including the independent non-executive Directors) consider that the

terms of the JV Agreement are on normal commercial terms, fair and reasonable and in the interests of the
Group and the Shareholders as a whole.
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FINANCIAL IMPACT OF THE JV AGREEMENT

Upon the formation of the Project Company, the Company will beneficially hold 27.2% of the
issued share capital of the Project Company, and by virtue of the terms of the JV Agreement, the Project
Company will be a joint venture of the Group and the financial results of the Project Company is expected
be consolidated into the Group’s financial statement under the equity method.

As extracted from the 2018 Annual Report, the unaudited consolidated net asset value of the Group
was approximately RMB1,314.0 million as at 31 December 2018. The capital injection in connection with
the formation of the Project Company will be recognized an interest in a joint venture. Therefore, there
will have no immediate material impact on the consolidated earnings of the Group as well as the net asset
value attributable to equity shareholders of the Company upon the formation of Project Company.

It should be noted that the aforementioned analyses are for illustrative purpose only and does not
purport to represent how the financial position of the Group will be upon the formation of the Project
Company.

INFORMATION ON THE PARTIES

The Group is principally engaged in construction contracting and design, survey and consultancy
services.

JV-1 Company is incorporated in Zhejiang Province of the PRC. According to the business licence
of the JV-1 Company, JV-1 Company is principally engaged in technology development and technology
service in building material areas, sale and instalment of prefabricated house, concrete prefabricated parts and
concrete prefabricated materials.

JV-2 Company is incorporated in Zhejiang Province of the PRC. According to the business licence
of the JV-2 Company, JV-2 Company is principally engaged in technology development and technology
service in building material areas, sale and instalment of prefabricated house, concrete prefabricated parts and
concrete prefabricated materials.

Project Company will be incorporated in Zhejiang Province of the PRC and the principal business of
the Project Company will be engaged in research, development, produce and sale of concrete prefabricated
parts and related products.

The Company will indirectly holds 27.2% of the subscribed registered capital of Project Company.

To the best of the Directors’ knowledge, information and belief, having made all reasonable enquiries,

all shareholders of JV-1 Company (excluding the Company), all shareholders of JV-2 Company and their
respective ultimate beneficial owners are third parties independent of the Company and its connected persons.
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LISTING RULES IMPLICATIONS

As the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the
transaction are 25% or more but all applicable percentage ratios are less than 100%, the Transaction
constitutes a major transaction for the Company and is subject to notification, announcement and
shareholders’ approval under Chapter 14 of the Listing Rules.

To the best of the knowledge, information and belief of the Directors, after having made all
reasonable enquiries, no Shareholders or any of their respective associate have any material interest in
the JV Agreement. As such, no Shareholders would be required to abstain from voting in favour of the
resolution approving the Transaction.

V. AGM

A supplemental notice convening the AGM is set out on pages AGM-1 to AGM-3 of this
Supplemental Circular. The AGM will be held at 17/F Skyway Centre, 23 Queen’s Road West, Sheung
Wan, Hong Kong at 1:00 p.m. on Friday, 28 June 2019 as originally scheduled.

Please refer to the First Circular dated 30 April 2019 and the notice convening the AGM of the
Company, for details of other resolutions to be considered at the AGM, the eligibility for attending the
AGM, the procedure of registration, closure of register of members, voting by way of poll and other related
matters.

Recommendations

The Directors consider that the new proposed resolutions set out in the supplemental notice
of the AGM are in the interests of the Company and the Shareholders as a whole. Accordingly,
the Directors, together with their associates, intend to vote in favour of the relevant resolutions in
respect of their respective shareholdings in the Company and recommend Shareholders to vote in
favour of the relevant resolutions to be proposed at the AGM.

Yours faithfully
For and on behalf of the Board
Jujiang Construction Group Co., Ltd.
Mr. Lyu Yaoneng
Chairman
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The following is the full text of the letter from the Independent Board Committee to the Independent
Shareholders which was prepared for the purpose of inclusion in this circular.

EERER

JUJIANG CONSTRUCTION GROUP

JUJIANG CONSTRUCTION GROUP CO., LTD.
EFERKERBARATE

(A joint stock limited liability company established in the People 's Republic of China)
(Stock Code: 1459)

12 June 2019
To the Independent Shareholders

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
AND REVISION OF ANNUAL CAPS

We refer to the circular of the Company dated 12 June 2019 (the “Circular”) of which this letter
forms part. Terms defined in the Circular shall have the same meanings herein unless the context otherwise
requires.

We have been appointed by the Board to form the Independent Board Committee to advise the
Independent Shareholders as to whether, in our opinion, the 2019 Master Agreement, the Revised Annual
Caps and the relevant transactions contemplated thereunder, are on normal commercial terms and are fair
and reasonable and in the interests of the Company and the Shareholders as a whole. Advent Corporate
Finance has been appointed as the Independent Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in the same respect.

We wish to draw your attention to the letter from the Board set out on pages 7 to 26 of the Circular
which contain information in connection with the 2019 Master Agreement, the Revised Annual Caps and
the relevant transactions contemplated thereunder, and the letter from the Independent Financial Adviser set
out on pages 29 to 42 of the Circular which contains its advice and recommendation in the same respect.

Having considered the terms of the 2019 Master Agreement, the advice and recommendation of the
Independent Financial Adviser and the relevant information contained in the letter from the Board, we are
of the opinion that the 2019 Master Agreement, is entered into in the ordinary and usual course of business
of the Group and on normal commercial terms, and the transactions contemplated under the 2019 Master
Agreement and the Revised Annual Caps are fair and reasonable so far as the Independent Shareholders are
concerned and in the interests of the Company and the Shareholders as a whole.
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Accordingly, we recommend the Independent Shareholders to vote in favour of the resolutions
to be proposed at the AGM to approve the 2019 Master Agreement, the Revised Annual Caps and the
transactions contemplated thereunder.

Yours faithfully,
for and on behalf of
Independent Board Committee of
Jujiang Construction Group Co., Ltd.

Mr. Yu Jingxuan Mr. Lin Tao Mr. Wong Ka Wai
Independent non-executive Directors

_28 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

The following is the full text of the letter of advice from Advent Corporate Finance, the independent
financial adviser to the Independent Board Committee and the Independent Shareholders, which have
been prepared for the purpose of inclusion in this circular, setting out its advice to the Independent Board
Committee and the Independent Shareholders in respect of the 2019 Master Agreement.

ADVENT
% %:l I%m ﬁ. 12 June 2019

To the Independent Board Committee and the Independent Shareholders

Dear Sirs and Madams,

CONTINUING CONNECTED TRANSACTIONS
2019 FRAMEWORK AGREEMENT

INTRODUCTION

We refer to our engagement as the independent financial adviser to advise the Independent Board
Committee and the Independent Shareholders in respect of the 2019 Master Agreement, details of which
are set out in the “Letter from the Board” (the “Letter from the Board”) contained in the circular issued
by the Company dated 12 June 2019 (the “Circular”), of which this letter forms part. Terms used in this
letter shall have the same meanings as defined in the Circular unless the context otherwise requires.

Reference is made to the 2016 Master Agreement, details of which are set out in the announcement
of the Company dated 25 August 2016 and the circular of the Company dated 7 November 2016. Given
that the 2016 Master Agreement has expired on 31 December 2018, on 17 April 2019 (after trading hours),
the Group and Jujiang Holdings entered into the 2019 Master Agreement for the provision of construction
contracting services by the Group to Jujiang Holdings and its subsidiaries (the “Jujiang Holdings Group”)
for a term from 1 January 2019 to 31 December 2021.

As at the Latest Practicable Date, the Company is owned as to 38.25% by Jujiang Holdings and
Jujiang Holdings is owned as to approximately 51.33% by Mr. Lyu Yaoneng and approximately 48.67%
by nine other individual shareholders. As Jujiang Holdings is one of the Controlling Shareholders and
a connected person of the Company, the transactions contemplated under the 2019 Master Agreement
between Jujiang Holdings and the Group constitute continuing connected transactions for the Group under
Chapter 14A of the Listing Rules.

As the Proposed Annual Caps in respect of the 2019 Master Agreement for each of the three years
ending 31 December 2021 is more than HK$10,000,000, and at least one of the applicable ratios calculated
thereof is more than 5%, the transactions contemplated under the 2019 Master Agreement and the Proposed
Annual Caps are subject to the reporting, announcement, annual review and Independent Shareholders’
approval requirements under Chapter 14A of the Listing Rules.
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As each of Mr. Lyu Yaoneng, Mr. Lyu Dazhong, Mr. Li Jinyan and Mr. Lu Zhicheng, being both
Directors of the Company and shareholders of Jujiang Holdings, has material interests in the transactions
contemplated under the 2019 Master Agreement, they have abstained from voting on the Board resolutions
approving the 2019 Master Agreement and the transactions contemplated thereunder.

As at the Latest Practicable Date, Jujiang Holdings, being the Controlling Shareholders and one
of the parties to the 2019 Master Agreement, has material interests in the 2019 Master Agreement and
the transactions contemplated thereunder, including the Proposed Annual Caps. Jujiang Holdings and its
associates shall, therefore, abstain from voting on the resolution in relation to the entering into of the 2019
Master Agreement and the transactions contemplated thereunder, including the Proposed Annual Caps at
the AGM. Save as disclosed above, to the best knowledge, information and belief of the Directors and
having made reasonable enquiries, no other Shareholder is involved in or interested in the 2019 Master
Agreement and the transactions contemplated thereunder, including the Proposed Annual Caps who is
required to abstain from voting on the relevant resolutions to approve the same at the AGM.

The Independent Board Committee, comprising all the independent non-executive Directors, namely
Mr. Yu Jingxuan, Mr. Lin Tao and Mr. Wong Ka Wai, has been established to advise the Independent
Shareholders as to whether the 2019 Master Agreement is entered into in the ordinary and usual course
of business of the Group and on normal commercial terms, and the transaction contemplated under the
2019 Master Agreement and the Proposed Annual Caps are fair and reasonable so far as the Independent
Shareholders are concerned and in the interests of the Company and the Shareholders as a whole.

OUR INDEPENDENCE

As at the Latest Practicable Date, we, Advent Corporate Finance, were not aware of any
relationships or interests between us and (i) the Company; (ii) Jujiang Holdings and (iii) any other parties
within the past two years that could be reasonably regarded as a hindrance to our independence as defined
under Rule 13.84 of the Listing Rules to act as the Independent Financial Adviser to the Independent
Board Committee and the Independent Shareholders in respect of the transactions contemplated under the
2019 Master Agreement. Apart from normal professional fees paid or payable to us in connection with this
appointment as the independent financial adviser, no arrangement exist whereby we had received or will
receive any fees or benefits from the Company or any other party to the transaction.

BASIS OF OUR OPINION

In formulating our opinion, we have relied on (i) the information contained or referred to in the
annual reports of the Company for the year ended 31 December 2017 (the “2017 Annual Report”) and
the annual report of the Company for the year ended 31 December 2018 (the “2018 Annual Report”),
the Circular, the 2019 Master Agreement and certain published information of the Company; (ii) the
information supplied by the Group and its advisers; (iii) the opinions expressed by and the representations
of the Directors and management of the Group; and (iv) certain relevant public information, and have
assumed that all such information and facts provided and any opinions and representations made to us are
true, accurate and complete in all material aspects at the time they were made and as up to the date of the
AGM. We have also sought and received confirmation from the Directors that no material facts have been
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withheld or omitted from the information provided and referred to in the Circular and that all information
or representations provided to us by the Directors and the management of the Group were reasonably made
after due and careful enquiry and are true, accurate, complete and not misleading in all respects at the time
they were made and continued to be so until the date of the AGM. We have relied on such information
and consider that the information we have received is sufficient for us to reach an informed view and have
no reason to believe that any material information has been withheld, nor doubt the completeness, truth or
accuracy of the information and facts provided. We have not, however, conducted any investigation into the
business and affairs of the Group, nor have we carried out any independent verification of the information
supplied. The Company will notify the Shareholders of any material changes as soon as practicable, if any.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation with regard to the 2019 Master Agreement, we have
taken into account the following principal factors and reasons:

1. Information on the Group
1.1  Business of the Group

The Company was incorporated in the PRC and its Shares was listed on the Stock
Exchange on 12 January 2016. The Group is principally engaged in construction contracting
and design, survey and consultancy services. The construction contracting services can
broadly be divided into residential, commercial, industrial and public works including
building construction, foundation work, curtain wall construction, building decoration and fire
equipment installation.

The Group successfully obtained the Premium Class Certificate for General Building
Construction Contracting Work (“Premium Class Certificate”) from the Ministry of
Housing and Urban-Rural Development of the People’s Republic of China (4 # A R 3t
B E 5 FA 3k 46 43 8% #B) and the Grade A Engineering Design (Construction Industry)
Certificate (“Engineering Design Certificate”) from the Ministry of Housing and Urban-
Rural Development of the People’s Republic of China (% A A0 8 4 55 F1 3k 480 2 5%
#) on 28 January 2015. The Premium Class Certificate is the highest qualification awarded
to building construction general contractors satisfying the high standards in relation to
project management experience, technological innovation and scale of operations. The
Engineering Design Certificate is awarded to those that meet high standards in relation to
personnel qualifications, management capabilities and internal control. Holding these two
key certificates as well as other certificates, the Group is able to provide fully integrated
construction solutions, which consist of construction contracting and design, survey and
consultancy services for building construction projects of all types and scales nationwide.

_31 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

1.2 Financial information of the Group
Set out below is a summary of the financial performance of the Group for the years
ended 31 December 2018, 2017 and 2016 (the “FY2018”, “FY2017” and “FY2016”,

respectively) as extracted from the 2017 Annual Report, and the 2018 Annual Report.

For the year ended 31 December

2018 2017 2016
RMB’000 RMB’000 RMB’000
(Audited) (Audited) (Audited)
Revenue
— Construction
contracting
business 6,824,733 4,751,245 3,999,061
— Other Business 71,260 51,774 33,107
Subtotal 6,895,993 4,803,019 4,032,168
Gross profit 378,319 276,692 224,697
Gross profit margin 5.5% 5.8% 5.6%
Profit for the year 172,868 125,203 90,234

Majority of revenue of the Group was generated from construction contracting business
which accounted for approximately 99.0%, 98.9% and 99.2% of the revenue of the Group
for FY2018, FY2017 and FY2016, respectively. The revenue generated from construction
contracting business can mainly by classified into residential, commercial, industrial and
public works projects.

Revenue of the Group increased to approximately RMB6,896.0 million for FY2018
from approximately RMB4,803.0 million for FY2017, representing an increase of
approximately 43.6% or approximately RMB2,093.0 million. Such increase was mainly
attributable to increase of construction contracting business amounting to approximately
RMB2,073.5 million. The increase in construction contracting business was a result of an
increase in revenue from residential construction contracting business, industrial contracting
business and public work construction contracting business amounting to approximately
RMB905.5 million, RMB1,280.9 million and RMB380.7 million, respectively.

Revenue of the Group increased by approximately 19.1% or approximately RMB770.9
million from approximately RMB4,032.2 million for FY2016 to approximately RMB4,803.0
million for FY2017, primarily attributable to the increase in revenue from construction
contracting business. Revenue from construction contracting business increased by
approximately 18.8% from approximately RMB 3,999.1 million for FY2016 to approximately
RMB4,751.2 million for FY2017. Such increase was mainly attributable to the strategies
carried out by the Group and the increase in revenue from residential construction projects.
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The gross profit increased by approximately 36.7% or approximately RMB101.6
million from approximately RMB276.7 million for FY2017 to approximately RMB378.3
million for FY2018. Such increase was primarily due to the increase in business activities
of the construction contracting business for the reasons discussed above. The gross profit
margin for FY2018 decreased slightly to approximately 5.5% from approximately 5.8% for
FY2017, mainly due to the decrease in the profits margin of the construction contracting
business as the profits margin of the residential construction contracting business decreased to
approximately 5.4% for FY2018 from approximately 5.8% for FY2017.

The gross profit of the Group improved by approximately 23.1% from approximately
RMB224.7 million for FY2016 to approximately RMB276.7 million for FY2017. Such
increase was primarily due to the increase in business activities of the construction
contracting business. The gross profit margin improved to approximately 5.8% for FY2017
from approximately 5.6% for FY2016. Such increase is mainly attributing to increase in
gross profit margins of the residential construction projects which is in line with the Group’s
strategies to focus on quality customers and high-margin projects.

The profit for the year increased from approximately RMB125.2 million for FY2017
to approximately RMB172.9 million for FY2018, representing an increase of approximately
38.1%.

The profit for the year increased from approximately RMB90.2 million for FY2016 to
approximately RMB125.2 million for FY2017, which is primarily due to the improvement of
gross profit margins and decrease in administrative and finance costs.

As at 31 December 2018, the total consolidated asset of the Group amounted to
approximately RMB5,515.1 million, representing an increase of approximately 15.1% as
compared to that of approximately RMB4,790.2 million in FY2017. The total consolidated
liabilities of the Group amounted to approximately RMB4,201.0 million for FY2018,
representing an increase of approximately 14.8% as compared to that of approximately
RMB3,660.2 million for FY2017.

2. Background of 2019 Master Agreement and reasons and benefits for the continuing
connected transaction

The Group principally provides construction contracting services to its customers. According
to the 2018 Annual Report, the construction contracting services can mainly be divided into
residential, commercial, industrial and public works. As disclosed in the 2017 Annual Report and
the 2018 Annual Report, the revenue generated from construction contracting services represented
approximately 99.0% and 98.9% for FY2018 and FY2017, respectively.
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As confirmed by the management, Jujiang Holdings Group principally engages in property
development and investment holding with over 3,100 staff for the year ended 31 December 2018.
For the year ended 31 December 2017 and 2018, total revenue of Jujiang Holdings Group amounted
to approximately RMB641.7 million and RMB239.6 million, respectively; total profit of Jujiang
Holdings Group amounted to approximately RMB35.5 million and RMB24.4 million, respectively;
and total asset of Jujiang Holdings Group amounted to approximately RMB1,555.7 million and
RMB1,480.5 million, respectively. On 25 August 2016, the Group entered into the 2016 Master
Agreement with Jujiang Holdings in relation to the provision of construction contracting services
to Jujiang Holdings Group. Details of which are set out in the announcement of the Company dated
25 August 2016 and the circular of the Company dated 7 November 2016. For the three financial
years ended 31 December 2018, revenue generated from transactions with Jujiang Holdings Group
amounted to approximately 7.7%, 2.4% and 0.9% of the revenue of the Group respectively.

In light of the 2016 Master Agreement and the long-term continuing working relationship
with Jujiang Holdings Group, the Company expects to continue to provide construction contracting
services to Jujiang Holdings Group. On 17 April 2019, the Company and Jujiang Holdings entered
into the 2019 Master Agreement for a term from 1 January 2019 to 31 December 2021, subject
to the Shareholders’ approval. Pursuant to the 2019 Master Agreement, the Group shall continue
to provide construction services to Jujiang Holdings Group, which include building construction,
foundation work, curtain wall construction, building decoration and fire equipment installation.

The Board holds the view that providing construction contracting services to Jujiang Holdings
Group is beneficial to the Group as, for the three financial years ended 31 December 2018, the
construction contracting projects with Jujiang Holdings Group were overall profitable. According
to the information provided by the management of the Company, for the three years ended 31
December 2018, the gross profit recognised from the construction contracting projects with Jujiang
Holdings Group amounted to approximately RMB15.5 million, RMBS8.6 million, and RMB4.0
million, and the gross profit margin were approximately 4.99%, 7.33%, and 6.13% respectively.
We have obtained and reviewed the profitability analysis in relation to the provision of construction
contracting services by the Group to Jujiang Holdings Group for the three years ended 31 December
2018 and concur with the view of the Board. To assess the accuracy of the profitability analysis,
we have further obtained and reviewed the revenue summary and cost breakdowns of three
projects that were the top three revenue recognised projects for the three years ended 31 December
2018. The said top three revenue recognised projects accounted for approximately 47.7% of total
revenue recognised from the transactions contemplated under the 2016 Master Agreement for the
three years ended 31 December 2018, and we hold the view that such three samples are fair and
representative samples. We have also reviewed the relevant supporting documents in relation to
revenue recognition and cost summary such as certificates issued by the respective supervisory units
for percentage of completion and cost summary of the three projects and no material deviation was
noted. Further, according to the Letter from the Board, for the three years ended 31 December 2018,
the average gross profit margin of the construction contracting projects with Jujiang Holdings Group
and Independent Third Parties were 6.15% and 5.61% respectively.
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As mentioned in the 2018 Annual Report and according to the website of the National
Bureau of Statistics of China ("% A\ R LI B K 4t 5t A) (data.stats.gov.cn), (i) the total housing
construction area (J5 /& @5 L& A FHE) in the PRC was increased from approximately 12.6
billion square meters for year ended 31 December 2016 to approximately 14.1 billion square meters
for year ended 31 December 2018, representing a compound annual growth rate (the “CAGR”) of
approximately 5.6%; (ii) the total newly commenced area (B LT E 251 H) in the PRC was
increased from approximately 4.8 billion square meters for the year ended 31 December 2016 to
approximately 5.6 billion square meters for the year ended 31 December 2018, representing a CAGR
of approximately 7.9%; and (iii) the total contract amount of PRC construction enterprises ([ %
FEMSEEFT AR S EFHE) increased from approximately RMB37.4 trillion for year ended 31
December 2016 to approximately RMB49.4 trillion for year ended 31 December 2018, representing
a CAGR of approximately 14.9%. And the total value of the PRC construction industry ([
HEME(H) increased from approximately RMB19.4 trillion for year ended 31 December 2016
to approximately RMB23.5 trillion for the year ended 31 December 2018, representing a CAGR
of approximately 10.2%. The Company holds the view that the improvement of various indicators
reflected the strong momentum for the construction sector and the demand for the industry is
expected to remain on the rise.

Moreover, the Group generated revenue mainly from residential construction projects.
According to the website of the National Bureau of Statistics of China (H'# A F 31 [E 5 5 4
#1J=) (data.stats.gov.cn), the total sales amount of residential units (¥ 7€ i i /5 &5 B %H) in the
PRC increased from approximately RMB9,906.4 billion for the year ended 31 December 2016 to
approximately RMB12,639.3 billion for the year ended 31 December 2018, representing a CAGR
of approximately 13.0%. And the average price of residential units (ff € & /i 5 ¥ °F 85 & &
#%) in the PRC increased from approximately RMB7,203 per square meter for the year ended 31
December 2016 to approximately RMB7,614 per square meter for the year ended 31 December
2017, representing a CAGR of approximately 5.7%. There were also improvements in the indicators
in relation to the residential units.

Considering (i) construction contracting services is the principal business of the Group in
terms of the revenue contribution; (ii) the profitability of projects with Jujiang Holdings Group; and (iii)
the long-term stable working relationship with Jujiang Holdings Group, we are of the view that the
entering into 2019 Master Agreement and the transactions contemplated thereunder are conducted
in the ordinary and usual course of business of the Group and in the interest of the Company and its
Shareholders as a whole.

Major terms of the 2019 Master Agreement

Pursuant to the 2019 Master Agreement, the Group and Jujiang Holdings agreed that the
transactions contemplated thereunder shall be conducted on normal commercial terms, and the price
shall be determined (i) based on the market conditions and market price of comparable services at
the relevant time; (ii) with reference to historical service fee of similar projects with Independent
Third Parties; or (iii) after arm’s length negotiation according to market price.
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As disclosed in the Letter from the Board, the Group has adopted a set of written policies
in relation to the standard pricing strategy for the construction services which is applicable to
all customers (including Jujiang Holdings Group). The Group generally provides a price quote
during the bidding process or engages in price negotiations with their customers. The price quote
is determined primarily based on a number of factors, including the availability and costs of
raw materials and equipment and machinery, subcontracting costs, project schedule, labor costs,
geographical location, environmental condition of the project site, as well as the complexity and
scale of the construction project. The Group may negotiate construction contracting contracts on
a fixed-price or variable-price basis. For the fixed-price contracts, the Group will first ascertain
from its suppliers and sub-contractors the prime cost of materials and labour for providing similar
construction services and for undertaking similar projects, and then add in a certain percentage
markup, which will be determined by the Group on a case by case basis. The markup is determined
primarily based on number of factors, including complexity and scale of the construction project
and with reference to historical transactions of a similar scale and nature and the indicative price
which are made available to the public by the relevant government authorities through various
official government websites and publications from time to time. In general, the markup should
be over 4% pursuant to the internal operation and management policy, and the Company reviews
and updates such benchmark yearly. The government-guidance price is quoted on the Government
websites, such as Zhejiang Price Quotation Website* (47 I % & 4) at www.zjzj.net, which is
operated by the Department of Development of Zhejiang Province® (WiiL% ##% %) and updated
monthly. The Company applies the latest available information from various official government
websites and publications when providing price quote. The government-guidance price generally
refers to the price of construction materials, such as cement and steel bars, which is often used
by the construction contractors to estimate the construction costs. For variable-price contracts, the
Group’s fees are determined by a unit price and the total volume of actual work performed. The unit
price maybe fixed or may reference a government published price, such as Zhejiang Price Quotation
Website* (W{L#fE#4H) at www.zjzj.net. The Company applies the latest available information from
various official government websites and publications when providing price quote. The Company is
of the view that as it is generally the market practice that determination of percentage markup under
fixed-price contracts and unit price under variable-price contracts are mostly based on the indicative
figures set down by relevant government authorities, therefore following such indicative figures in
determining the service fee would be in line with market practice and the prevailing market price.
According to the representation from the management of the Company, the Group did not enter
into any construction contracting services contract with the Jujiang Holdings Group in 2019. The
Group entered into one residential and one industrial construction contracting services contract with
Jujiang Holdings Group in December 2018. Given the 2019 Master Agreement is a continuation of
the 2016 Master Agreement, and the “Pricing policy” of the 2019 Master Agreement as disclosed
in the Letter from the Board is the same as that as disclosed in the circular of the Company dated
7 November 2016 in relation to the 2016 Master Agreement, we consider it is appropriate to obtain
and review one set of contract entered into between the Group and the Jujiang Holdings Group
in 2018 and one set of contract entered into between the Group and Independent Third Parties in
2019. The 2018 construction contracting services contract with Jujiang Holdings Group that we
obtained and reviewed is comparable to the 2019 construction contracting services contract with
Independent Third Parties that we obtained and reviewed in terms of the geographical locations,
natures of projects, and contract sum. Both projects were residential construction contracting
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project located in Zhejiang Province with over RMB100 million contract sum. As disclosed in
the 2018 Annual Report, residential projects accounted for approximately 48.3% and 50.5% of
construction contracting business for FY2018 and FY2017 respectively. Furthermore, as mentioned
below, the Group had internal control mechanism to ensure the pricing and price quote of the
continuing connected transactions adhere to the pricing policy. Accordingly, we consider it is fair
and representative to obtain and review the residential construction contracting services contracts
with Jujiang Holdings Group in 2018 and with Independent Third Parties in 2019. Based on the
sample contracts obtained and reviewed, we are of the opinion the contract entered into between
the Group and Jujiang Holdings Group as well as the contract entered into between the Group and
Independent Third Parties followed and were consistent with the pricing policy adopted by the
Group. In addition, we have obtained confirmation from the Company that it will follow the pricing
policy adopted by the Group when enter into construction contracting service contracts with Jujiang
Holdings Group in the future.

To understand the pricing strategy and mechanism of the Group, we have obtained and
reviewed the pricing policy which is applicable to all customers (including Jujiang Holdings Group
and Independent Third Parties) adopted by the Group. The price quote and tender document shall
be reviewed by the relevant responsible personnel before formal submission to customer for their
consideration to ensure the price quote is in accordance with the pricing policy adopted by the
Group. Technical aspects shall be cross checked by other technical staff, and major and material
projects shall be approved by the chief engineer of the Company. Commercial terms shall be
reviewed and checked by responsible personnel and approved by department head. As represented
by the management of the Company, as at the Latest Practicable Date, the Group has a team
of 34 professionals responsible for providing the price quotes to the customers. Each of the 34
professionals possess the qualification of National Certification of Construction Cost Estimator
(% 1B g 5 TR %5 {8 & %), and the 34 professionals have 3 years to 26 years of experience in
construction industry and pricing of construction projects.

Based on the set of contract entered into between the Group and the Jujiang Holdings Group
in 2018 and the set of contract entered into between the Group and Independent Third Parties
in 2019 that we have obtained, the customer of the Group shall be responsible for all additional
expenses or extra costs incurred and delay in project schedule if there shall be any suspension of
project progress caused by the customer. The customer shall also pay the Group reasonable profit.

In addition to the annual review on continuing connected transactions by independent non-
executive Directors, as confirmed by the management of the Company, the internal audit of the
Company performs regular review and conducts sample checking on the continuing connected
transactions, including those contemplated under the 2016 Master Agreement and the 2019 Master
Agreement, on a monthly basis to ensure the annual cap are not exceeded. There are also internal
control mechanism to ensure the pricing and price quote of the continuing connected transactions
adhere to the pricing policy and mechanism as set out above, in particular, the price quote provided
to Jujiang Holdings Group are comparable to those provided to Independent Third Parties, and the
terms of the construction contracting contracts are no less favourable to the Group than those offered
by the Group to Independent Third Parties when providing similar construction contracting services.
We have obtained three sample records in relation to the regular review on the continuing connected
transactions performed by the internal audit of the Company for each year-end of the three years
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ended 31 December 2018 with satisfactory results. Year-end sample records were selected as they
reflect the effectiveness of the internal controls of the annual caps and whether the respective
annual caps were exceeded. As such, we consider the three year-end samples obtained are fair and
representative samples.

Given that the price quote of construction contracting services offered to Jujiang
Holdings Group will be determined (i) based on normal commercial terms; (ii) with reference
to prevailing market price and government benchmarks; (iii) with reference to historical service
fee of construction contracting projects with Independent Third Parties; and the qualification and
experience of the professionals responsible for providing the price quotes as well as the internal
control policy and procedures in relation to the price quote, we consider the pricing mechanism
and procedure of the 2019 Master Agreement is fair and reasonable so far as the Company and the
Independent Shareholders are concerned.

Payment term

As confirmed by the management of the Company and pursuant to the 2019 Master
Agreement, the Independent Third Parties and Jujiang Holdings Group shall settle the construction
contracting service charge based on the stage of completion of the relevant projects, with the credit
term generally within three months. Pursuant to the contract terms, in general, 5% of the contract
sum will be retained by Jujiang Holdings Group for a period of approximately two years after the
completion of the relevant projects as maintenance fund.

Based on the aforementioned sample contracts obtained between the Group and Jujiang
Holdings Group in 2018 and between the Group and the Independent Third Parties in 2019, we
are of the view that the credit term granted by the Group to Jujiang Holdings Group is no less
favourable than those offered to Independent Third Parties and are on normal commercial terms.

Termination

Pursuant to the 2019 Master Agreement, the Group and Jujiang Holdings may, at any time
during the contract term, terminate the 2019 Master Agreement with immediate effect by mutual
consent.
Other major terms

We have reviewed other major terms, such as operation arrangement, of the 2019 Master

Agreement and are not aware of any material deviations from normal practice with reference to the
construction services contracts entered into between the Group and Independent Third Parties.

-38 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

Historical transaction amounts and the annual caps

Set out below are the (i) historical construction contracting service fee with Jujiang Holdings
Group for the three financial years ended 31 December 2018; (ii) annual caps under the 2016 Master
Agreement for the three financial years ended 31 December 2018; and (iii) the Proposed Annual
Caps under the 2019 Master Agreement for the three financial years ended 31 December 2021.

Annual caps under the 2016 Proposed annual caps under the 2019
Historical figures Master Agreement Master Agreement
For the year ended 31 December For the year ended 31 December For the year ended 31 December
2016 2017 2018 2016 2017 2018 2019 2020 2021

RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million RMB million
(Audited)  (Audited)  (Audited)

3110 1172 64.8 321.0 325.0 318.0 200.0 300.0 300.0

According to the Letter from the Board, when determining the above annual caps, the Board
has considered: (i) the historical amount paid by the Jujiang Holdings Group to the Group for the
three years ended 31 December 2018; (ii) the contract sum and the anticipated receivable amount
under the respective signed construction services agreement with Jujiang Holdings Group; (iii) the
anticipated progress and stage of completion of the construction projects; and (iv) the anticipated
gross floor area and the average construction fee per square meter of construction projects requiring
our provision of construction contracting services for the three years ending 31 December 2021. The
Directors confirmed that the estimated progress and stage of completion are based on the discussion
with the management of Jujiang Holdings Group with reference to the current construction plan.

According to the Letter from the Board, the difference in historical transaction figures from
the respective annual caps under the 2016 Master Agreement were mainly due to delay in progress
of construction contracting projects in Shandong Province, the PRC. The Group were notified
by Jujiang Holdings Group that due to the weakening of the general property market, Jujiang
Holdings Group decided to temporarily postpone the project until the sales of phase I of the project
in Shandong. Such delay amounted to approximately RMB25.5 million, RMB176.0 million and
RMB243.5 million, or approximately 7.9%, 54.2% and 76.6% of the respective annual caps for the
three financial years ended 31 December 2018 respectively. According to the representation from
the management of the Company and confirmations obtained from Jujiang Holdings Group, as at the
Latest Practicable Date, the construction works of the said affected projects in Shandong Province,
the PRC are expected to resume in 2019. As confirmed by the management of the Company, the
aforementioned delay was solely due to commercial decisions by the Jujiang Holdings Group.
The management of the Company further confirms that all extra costs incurred as a result of the
delay, including but not limited to the inflation of labor and material costs, will be covered by the
respective customers (including Jujiang Holdings Group).
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The table below sets out the Group’s existing construction projects with Jujiang Holdings
Group which are expected to carry out for the three financial years ending 31 December 2021.

2019 2020 2021
Anticipated Average  Anticipated Average  Anticipated Average
Contract stage of  Gross floor  construction stage of  Gross floor  construction stageof  Gross floor  construction

Project name sum  completion  area(m’)  feeperm® completon  area(m’) feeperm’ completion  area(m) fee perm’
(RMB) (RMB) (RMB) (RMB)

Stage I of Rongcheng

Zhonghan*

(RRPEEEH 230000000 280% 42,000 1,533 63.0% 52,500 1533 93.0% 45,000 1533
Annual production of

120,000 tons of silicon

steel sheet continued

construction project

(FE DR

#EH) 51,000,000 100.0% 35,781 1425 - - - - - -
Stages [ and IT Jujiang

Sunshine Bay*

(EER &R

i) 280,000,000 10.0% 19,000 1474 50.0% 76,000 1474 95.0% §5,500 1474
Rongcheng*New World

(R FK) 81506400 1000% 1787 912 - - - - - -
Golden Sunshine

Residential Community*

(BERELELR) 238000000 00% 3016 1,580 500 sl 1,580 T N 1580
#1-8 of lingfu Garden*

(RRZELS) 00000 1000% il 1,361 - - - - - -
# Translations of the Chinese name of the projects are for identification purpose only.

We have discussed with the management and reviewed the calculation about the basis of
determination of the annual caps under the 2019 Master Agreement. As disclosed in the Letter from
the Board, for each year, the anticipated gross floor area is based on the total gross floor area and
management of the Company’s best estimate of the progress of the project, which is in turn based
on the timeline instructed by Jujiang Holdings Group. The average construction fee per square meter
of construction projects is calculated by dividing the total contract amounts by total of gross floor
area. We have recomputed the calculation of average construction fee per square meter and verified
the respective contract sum and total gross floor area of above projects with no material deviation.

The aggregate amount of the product of the corresponding anticipated gross floor area and
average construction fee per square meter for each of the years ending 31 December 2019, 2020
and 2021 amounts to approximately RMB194.0 million, RMB275.8 million and RMB278.3 million
respectively.

The buffers of the proposed annual cap are approximately 3.00%, 8.07% and 7.23% for three
years ending 31 December 2021. The management of the Company holds the view that such buffers
allow flexibility to accommodate, among others, the effect of variation order and inflation of steel
and labour costs. From the cost breakdowns of the three projects entered into between the Group
and Jujiang Holdings Group for the three years ended 31 December 2018 we have obtained, steel
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and labour costs are the major cost components which together account for over half of the total
cost in general. According to the National Bureau of Statistics of China (H'#E A R ILHNE B K455
J&)), the cost of steel has increased at a CAGR of approximately 15.23% from 2016 to 2018 while
the cost of labour has increased by approximately 6.69% from 2016 to 2017. Moreover, according to
the representation by the management of the Company, it is not uncommon for construction projects
to have variation order as to the design, quality and quantity of work.

Having considered the determination of Proposed Annual Caps are based on (i) the anticipated
gross floor area and average construction fee per square meter for the above projects for the three
years ending 31 December 2021 and (ii) the reasons of the annual cap buffers discussed above,
we are of the view that the Proposed Annual Caps under the 2019 Master Agreement are fair and
reasonable.

However, the Proposed Annual Caps under the 2019 Master Agreements are determined
based on information currently available to the Group and provided by the management of Jujiang
Holdings Group and the assumptions as set out above, and the utilisation of the respective Proposed
Annual Caps refer to future events associated with factors and uncertainties which may beyond the
control of the management of the Group, we express no opinion as to the accuracy and the actual
utilisation of the Proposed Annual Caps under the 2019 Master Agreement.

INTERNAL CONTROL MEASURES AND ANNUAL REVIEW OF THE CONTINUING
CONNECTED TRANSACTIONS

According to the representation by the Company, the Company has monthly review performed by

internal audit of the Company to ensure the continuing connected transactions will not exceeded the annual

caps. We have obtained three sample records for each year-end of the three years ended 31 December 2018

in relation to the regular review on the continuing connected transactions performed by the internal audit

of the Company with satisfactory results.

Pursuant to Rules 14A.55 and 14A.56 of the Listing Rules, the continuing connected transactions

contemplated under the 2019 Master Agreement are subject to the following requirements:

@) The independent non-executive Directors must review the continuing connected transactions
every year and confirm in the annual report whether the transactions have been entered into:

. in the ordinary and usual course of business of the Group;
. on normal commercial terms or better; and
. according to the agreement governing them on terms that are fair and reasonable and

in the interests of the Shareholders as a whole.
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(ii)) The Company must engage its auditors to report on the continuing connected transaction
every year. The auditors must provide a letter to the Board confirming whether anything has
come to their attention that causes them to believe that the continuing connected transactions:

. have not been approved by the Board;

. were not, in all material respects, in accordance with the pricing policies of the Group
if the transactions involve the provision of goods or services by the Group;

. were not entered into, in all material respects, in accordance with the relevant
agreement governing the transactions; and

. have exceeded the cap.

In view of the continuing connected transactions under the 2019 Master Agreement will be subject
to annual review of the independent non-executive Directors and the auditors of the Company, we are of
the view that appropriate measures will be in place to govern the conduct of the continuing connected
transactions under the 2019 Master Agreement and safeguard the interests of the Independent Shareholders.

RECOMMENDATIONS

Having considered the principal factors and reasons as discussed above, we are of the opinion that
the continuing connected transactions contemplated under the 2019 Master Agreement are conducted in the
ordinary and usual course of business of the Group, the terms of the 2019 Master Agreement are on normal
commercial terms and the Proposed Annual Caps are fair and reasonable so far as the Company and the
Independent Shareholders are concerned, and are in the interests of the Company and the Shareholders as
a whole. Accordingly, we recommend the Independent Shareholders to vote in favour of the resolution to
approve the 2019 Master Agreement and the transactions contemplated thereunder at the AGM.

Yours faithfully,
for and on behalf of
Advent Corporate Finance Limited
Icarus Ng
Managing Director

Mr. Icarus Ng is a licensed person registered with the Securities and Futures Commission and
a responsible officer of Advent Corporate Finance Limited to carry out Type 6 (advising on corporate
finance) regulated activity under the Securities and Futures Ordinance (chapter 571 of the laws of Hong
Kong). He has over 10 years of experience in corporate finance and investment banking industry.
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APPENDIX I GENERAL INFORMATION

1. RESPONSIBILITY STATEMENT

This Supplemental Circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that,
to the best of their knowledge and belief the information contained in this circular is accurate and complete
in all material respects and not misleading or deceptive; and there are no other matters the omission of
which would make any statement in this circular misleading.

2. DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at the Latest Practicable Date, save as disclosed below and, so far as the Company is aware,
none of the Directors, Supervisors or chief executive of our Company had any interests or short positions
in the Shares, underlying shares and debentures of our Company or its associated corporations (within
the meaning of Part XV of the SFO which have to be notified to our Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions) which he/
she is taken or deemed to have under such provisions of the SFO) or which will be required, pursuant to
section 352 of the SFO, to be entered in the register referred to therein or which will be required to be
notified to our Company and the Stock Exchange pursuant to the Model Code.

The Company

Approximate

Director/supervisor

Mr. Lyu Yaoneng®

Notes:

Nature of interest

Interest of controlled
corporation

Number of shares

of the relevant
corporation
(including associated
corporation) held"”

204,000,000 Domestic
Shares (L)

Approximate
percentage of
shareholdings in the
total share capital of
the Company

38.25%

percentage of
shareholdings in
the relevant class
of shares of the
Company

51%

(1 The letter “L” denotes a person’s long position (as defined under Part XV of the SFO) in the Domestic Shares.

(2) Zhejiang Jujiang Holdings Group Co. , Ltd (#1VLE I # 4 B4 FR/A 7)) (“Jujiang Holdings™) is held as to
approximately 51.33% by Mr. Lyu Yaoneng. Mr. Lyu Yaoneng controls more than one-third of the voting

rights of Jujiang Holdings and is deemed to be interested in its interest in the Company by virtue of the SFO.
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Associated Corporation

Approximate shareholding
percentage in the relevant
class of shares in the

Director/Supervisor Associated Corporation Nature of interest Associated Corporation
Mr. Lyu Yaoneng Jujiang Holdings Beneficial owner® 51.33%
Jujiang Industrial Beneficial owner® 10.00%
Mr. Lyu Dazhong Jujiang Holdings Beneficial owner” 11.43%
Mr. Li Jinyan Jujiang Holdings Beneficial owner) 5.33%
Mr. Lu Zhicheng Jujiang Holdings Beneficial owner"” 4.39%
Mr. Zheng Gang Jujiang Equity Investment Beneficial owner® 2.66%
Mr. Shen Haiquan Jujiang Equity Investment Beneficial owner®® 1.69%
Mr. Zou Jiangtao Jujiang Equity Investment Beneficial owner®® 0.30%
Notes:
(1 The disclosed interest represents the interests in Jujiang Holdings, the associated corporation which is owned

(€3]

3

as to approximately 51.33% by Mr. Lyu Yaoneng, 11.42% by Mr. Lyu Dazhong, 7.01% by Mr. Lyu Yuntao,
4.39% by Mr. Lu Zhicheng, 4.97% by Mr. Shen Bingkun, 1.54% by Mr. Fan Zhiming, 8.52% by Mr. Wang
Shaolin, 1.31% by Mr. Ma Shengliang, 5.33% by Mr. Li Jinyan and 4.17% by Mr. Gao Xingwu, respectively.

The disclosed interest represents the interests in Zhejiang Jujiang Equity Investment Management Co., Ltd
(WL B I RS 5 B A3 A FRZA 7]) (“Jujiang Equity Investment”), the associated corporation which is
owned by 188 individual shareholders together as to 100%, of which two are Directors (Mr. Shen Haiquan
and Mr. Zheng Gang who owned 1.6940% and 2.6612% of Jujiang Equity Investment respectively), one is a
Supervisor (Mr. Zou Jiangtao who owned 0.2995% of Jujiang Equity Investment), 121 are current employees
other than Directors and Supervisors, 26 are former employees, one is Mr. Lyu Yuntao, who is Mr. Lyu
Yaoneng’s son (who owned 29.0536% of Jujiang Equity Investment) and 37 are Independent Third Parties.

The disclosed interest represents the interests in Tongxiang City Jujiang Industrial Investment Co., Ltd.
(4T B IF B 2R E A PR 7]) (“Jujiang Industrial”), the associated corporation which is owned as to 10%
by Mr. Lyu Yaoneng and 90% by Zhejiang Jujiang Technology Services Co., Ltd. (7L E IF FHE IR A R 7D,
respectively.
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3. DISCLOSURE OF INTEREST OF SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, save as disclosed below and so far as is known to the Directors or
chief executive of the Company, no persons other than a director or chief executive of the Company, had
an interest or short position in 5% or more in the Shares, underlying shares and debentures of the Company
which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO and required to be recorded in the register of interests and short positions required to be kept by
the Company pursuant to section 336 of the SFO:

Approximate Approximate

percentage of percentage of

shareholdings in the shareholdings in

Number of shares total share capital of  the relevant class of

Shareholders Nature of interest held»® the Company shares

Jujiang Holdings Beneficial Owner 204,000,000 Domestic 51% 38.25%
Shares (L)

Ms. Shen Hongfen® Interest of spouse 204,000,000 Domestic 51% 38.25%
Shares (L)

Jujiang Equity Beneficial Owner 196,000,000 Domestic 49% 36.75%
Investment® Shares (L)

Chan Ka Wo Beneficial Owner 9,480,000 H Share (L) 7.1% 1.78%

Notes:

(1) The letter “L” denotes a person’s long position (as defined under Part XV of the SFO) in the Domestic Shares.
2) The calculation is based on the percentage of shareholding in the Domestic Shares.

3) The calculation is based on the total number of 533,360,000 Shares in issue after the Global Offering.

“4) Jujiang Holdings will be directly interested in approximately 38.25% in the Company.

(5) Ms. Shen Hongfen (Joi#t3%), the spouse of Mr. Lyu Yaoneng, is deemed to be interested in Mr. Lyu Yaoneng’s
interest in the Company by virtue of the SFO.

(6) Jujiang Equity Investment will be directly interested in approximately 36.75% in the Company.

As at the Latest Practicable Date, each of Mr. Lv Yaoneng, Mr. Lv Dazhong and Mr. Li Jinyan, all
being Directors of the Company, are a non-executive director of Jujiang Holdings and/or its subsidiaries.
Save as disclosed above, as at the Latest Practicable Date, none of the Directors or a proposed Director is
a director or employee of a company which had, or was deemed to have, an interest or short position in
the Shares or underlying Shares which would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO.
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4. DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed service
contract with any member of the Group which was not expiring or determinable within one year without
payment of compensation (other than statutory compensation).

S. LITIGATION

As at the Latest Practicable Date, no member of the Group is engaged in any litigation, arbitration
or claim of material importance and no litigation, arbitration or claim of material importance is known to
the Directors to be pending or threatened against any member of the Group as at the Latest Practicable
Date.

6. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors confirm that there had been no material adverse
change in the financial or trading position of the Group since 31 December 2018, being the date to which
the latest published audited accounts of the Group were made up.

7. DIRECTORS’ INTERESTS IN ASSETS OR CONTRACTS

Save as disclosed in this circular, as at the Latest Practicable Date:

(a)  none of the Directors or Supervisors had any interest, direct or indirect, in any assets which
have been, since 31 December 2018, being the date of the latest published audited accounts of
the Group, acquired or disposed of by, or leased to any member of the Group, or are proposed
to be acquired or disposed of by, or leased to, any member of the Group; and

(b)  none of the Directors or Supervisors was materially interested in any contract or arrangement
subsisting as at the date of this circular and which is significant in relation to the business of
the Group.

8. DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at the Latest Practicable Date, none of the Directors or Supervisors nor their respective close
associates was interested in any business apart from the business of the Group, which competes or is likely
to compete, either directly or indirectly, with that of the Group.
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9. EXPERTS AND CONSENTS

The following are the qualifications of the expert who has given opinion or, advice contained in this

circular:
Name Qualification
Advent Corporate a corporation licensed to carry out type 6 (advising on corporate

Finance finance) regulated activity under the SFO

As at the Latest Practicable Date, the Independent Financial Adviser had no shareholding interests in
any member of the Group nor any right (whether legally enforceable or not) to subscribe for or to nominate
persons to subscribe for securities in any member of the Group.

As at the Latest Practicable Date, the Independent Financial Adviser had no interest, directly or
indirectly, in any assets which had been, since 31 December 2018, being the date of the latest published
audited financial statements of the Group, acquired or disposed of by, or leased to any member of the
Group, or were proposed to be acquired or disposed of by, or leased to, any member of the Group.

The Independent Financial Adviser has given and has not withdrawn its written consent as to the
issue of this circular with the inclusion herein of its letter and reference to their name in the form and
context in which they respectively appear. The letter and recommendation given by the Independent
Financial Adviser is given as at the Latest Practicable Date for incorporation herein.

10. MATERIAL CONTRACTS

The following contracts (not being contracts in the ordinary course of business) have been entered
into by the Group within the two years immediately preceding the date of this circular and are, or may be,
material. The material contracts can be summarised into the following:

(a)  the agreement dated 13 November 2018 entered into between the Company and the Vendor,
in relation to the acquisition of the Tongxiang Subsidiary at a cash consideration of
RMB48.0 million for the development of the PPP project, details of which were set out in the
announcement of the Company dated 13 November 2018.

11. GENERAL

(a)  The registered office of the Company is located at Gaoqiao Town, Jiaxing City, Zhejiang
Province, PRC and the head office and principal place of business in PRC is at No. 669
Qingfeng South Road (South), Tongxiang City, Zhejiang Province, PRC and principal place
of business in Hong Kong is at 28/F, Henley Building, 5 Queen’s Road Central, Central,
Hong Kong.

(b)  The branch share registrar and transfer office of the Company in Hong Kong is Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong.
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(c)  The joint company secretary of the Company is Mr. Hong Kam Le and Mr. Jin Shuigen.

(d)  The Company established an audit committee with written terms of reference in compliance
with Rule 3.21 of the Listing Rules and paragraph C.3 of the Corporate Governance Code
set out in Appendix 14 to the Listing Rules. The primary duties of the audit committee are
to review and supervise our financial reporting process and internal control system, nominate
and monitor external auditors and to provide advice and comments to the Board. The audit
committee comprises three members, all are independent non-executive Directors.

Set out below are their background and directorships (present and past) of other companies
listed on GEM, the main board of the Stock Exchange or other stock exchanges.

Mr. Yu Jingxuan (3R =38), aged 47, obtained a master’s degree in management majoring in
accounting from Shanghai University of Finance and Economics in February 2001, and a doctor’s
degree in management majoring in agricultural economics management from Northwest A&F
University in June 2011. Mr. Yu has been an associate professor at the School of Accounting in
Zhejiang University of Finance and Economics (#7 VL #8 KE € 512 B¢ ) (“ZUFE”) since November
2004, and is currently the secretary and deputy officer to the financial management department of
Party Branch Committee. He served as a teaching assistant from August 1993 to March 1999, and a
lecturer from March 1999 to November 2004 in ZUFE.

Mr. Lin tao (#%3%), aged 43, has over 14 years of experience in the construction education.
Mr. Lin has been an independent non-executive Director since 19 August 2015. He is primarily
responsible for attending meetings of our Board to perform duties as a Board member, but not
participating in the day-to-day management of our business operations. From July 1997 to August
1998, he worked as assistant architect at Ningbo Institute of Construction Design Company Ltd.*
(B SRR EI 7L B A FRZA F]). Since April 2001, he is a lecturer and assistant officer of faculty
of Zhejiang University* (#f YL K %) Faculty of Construction. Mr. Lin completed a bachelor’s
degree and a master degree in construction (#35), and a doctoral degree in architectural design
from Zhejiang University* (#7 7L K £) in the PRC in June 1997, March 2001 and June 2012,
respectively. He was accredited as a class one registered architect by the Office of Personnel of
Zhejiang Province* (Wi & ANZHE) in September 2004. He is also a member of the Planning and
Design Professional Committee* (Bi#|5twt# 32 5 €) under the Zhejiang Province Village and
Town Construction and Development Research Association® (#77L# 1 $8 2 5 EL %5 R A 75 &) since
August 2015.

Mr. Wong Ka Wai (£ i B), aged 39, has been an independent non-executive Director
since 19 August 2015. He is primarily responsible for attending meetings of our Board to perform
duties as a Board member, but not participating in the day-to-day management of our business
operations. From February 2017 to June 2017, he was an independent non-executive director of
Green International Holdings Limited (Stock code: 2700), a company listed on the Main Board of
the Stock Exchange. Mr. Wong has worked in various international accounting firms for over seven
years. From January 2013 to March 2017, he is the chairman of Jai Dam Distribution (Hong Kong)
Co. Ltd. . He is the chief financial officer and company secretary of the Ruifeng Power Group
Company Limited (stock code: 2025) since May 2017. Mr. Wong obtained a bachelor’s degree of
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business administration in accountancy from the City University of Hong Kong in November 2001.
He was admitted as a member of the Association of Chartered Certified Accountants in 2009.

(e)  The English version of this circular shall prevail over the Chinese text.
12. STATEMENT OF INDEBTEDNESS

At the close of business on 30 April 2019, being the latest practicable date for the purpose of
preparing this indebtedness statement, the Group had the interest-bearing bank and other borrowings in
the amount of approximately RMB427.3 million which are repayable within 1 year and carried effective
interest rate with a range from 4.71% to 6.22% per annum.

As at 30 April 2019, banking facilities of RMB1,356.7 million (including both bank loans and letters
of guarantee) made available to us, and were secured by the land use rights and buildings of approximately
RMB134.3 million of which RMB558.7 million was utilised as general working capital and RMB788.0
million was unutilised.

13. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the offices of the Company’s
principal place of business in Hong Kong at 28/F, Henley Building, 5 Queen’s Road Central, Central, Hong
Kong during normal business hours from 12 June 2019 up to and including 28 June 2019 and at the AGM
and Class Meeting(s):

(1)  the service contracts and letters of appointment referred to in the section headed “Directors’
and Supervisors’ Service Contracts” in this appendix;

(2)  the letter from the Independent Board Committee, the text of which is set out on pages 27 to
28 of this circular;

(3)  the letter from Independent Financial Adviser, the text of which is set out on pages 29 to 42
of this circular;

(4)  the written consent of Independent Financial Adviser referred to in the section headed “Experts
and Consents” in this appendix;

(5)  the 2019 Master Agreement;

(6) the PPP Contract;

7) the JV Agreement;

(8)  this circular;

(9)  the annual report of the Company for the year ended 31 December 2018; and

(10) the share transfer agreement dated 13 November 2018 made among the Vendor and the

Company.
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EERER

JUJIANG CONSTRUCTION GROUP

JUJIANG CONSTRUCTION GROUP CO., LTD.
ERgZxmKEROERAE

(A joint stock limited liability company established in the People’s Republic of China)
(Stock Code: 1459)

SUPPLEMENTAL NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that a notice has been issued on 30 April 2019 in relation to
Annual General Meeting (“AGM”) of Jujiang Construction Group Co., Ltd. (the “Company”), which will
be held at 1:00 p.m. on Friday, 28 June 2019 at 17/F Skyway Centre, 23 Queen’s Road West, Sheung
Wan, Hong Kong for resolutions set out in the notice. Unless indicated otherwise, capitalized terms used
in this supplemental notice shall have the same meanings as those defined in the circular and supplemental
circular of the Company dated 30 April 2019 and 12 June 2019, respectively.

SUPPLEMENTAL NOTICE IS HEREBY GIVEN that the AGM will be held as originally
scheduled, for the purposes of considering and, if thought fit, approving the following resolutions in
addition to the resolutions set out in the Notice of Annual General Meeting dated 30 April 2019:

AS SPECIAL RESOLUTIONS

13.  To consider and approve the continuing connected transaction, that is, the 2019 Master
Agreement, the Proposed Annual Caps and the transactions contemplated hereunder.

14.  To consider and approve the major transaction that is contemplated by the Company to
proceed with the PPP Contract and the Transaction contemplated therein.

15.  To consider and approve the major transaction that is contemplated by the Company to
proceed with the JV Agreement and the transaction contemplated therein.

16.  the directors of the Company, acting collectively and individually, be and are hereby
authorised to take all such steps, do all such acts and things and to sign, execute, seal (where
required) and deliver all such documents which he/she may in his/her absolute discretion,
consider necessary, appropriate, desirable or expedient in connection with or to implement or
give effect to the above resolutions and all of the transactions contemplated thereunder.

Yours faithfully
For and on behalf of the Board
Jujiang Construction Group Co., Ltd.
Mr. Lyu Yaoneng
Chairman

Zhejiang Province, the PRC, 12 June 2019

- AGM-1 -



NOTICE OF ANNUAL GENERAL MEETING

Notes:

Save for the inclusion of the newly proposed resolutions, there are no other changes to the resolutions set out in the
Notice of Annual General Meeting dated 30 April 2019. Please refer to the Notice and the Circular of Annual General
Meeting dated 30 April 2019 for details of the other resolutions to be passed at the AGM and other relevant matters.

Since the proxy form sent by the Company on 30 April 2019 together with the Circular (the “First Proxy Form”)
does not contain the additional resolutions as set out in this supplemental notice, this supplemental proxy form (the
“Supplemental Proxy Form”) (with the aforesaid additional resolutions) has been prepared and is enclosed with this
supplemental notice. This Supplemental Proxy Form is for the purpose of the additional resolutions set out in the
supplemental notice and only serves as a supplement to the First Proxy Form. This Supplemental Proxy Form will not
affect the validity of any First Proxy Form duly completed and sent to the H Share registrar of the Company.

If a shareholder has properly completed and submitted only the First Proxy Form in accordance with the instructions
set out therein, the appointed proxy will vote on the resolutions set out in the First Proxy Form per the shareholder’s
direction and he is also entitled to vote or abstain at his discretion on the additional resolutions set out in the
Supplemental Proxy Form. Similarly, if a Shareholder has properly completed and submitted only the Supplemental
Proxy Form in accordance with the instructions set out therein, the appointed proxy will vote on the resolutions set
out in the Supplemental Proxy Form per the Shareholder’s direction and he is also entitled to vote or abstain at his
discretion on the resolutions set out in the First Proxy Form. If a Shareholder wishes to provide specific direction to
his proxy regarding the voting of all resolutions set out in the First Proxy Form and the Supplemental Proxy Form, he
should duly complete and submit both proxy forms in accordance with the instructions set out therein.

Pursuant to the Notice of AGM published by the Company on 30 April 2019, the register of members of the Company
will be closed from Tuesday, 28 May 2019 to Friday, 28 June 2019 (both days inclusive), during which period no
transfer of H shares of the Company can be registered. Holders of H shares and domestic shares whose names appear
on the registers of members of the Company on Tuesday, 28 May 2019 shall be entitled to attend and vote at the
AGM. For holders of H shares who intend to attend and vote at the AGM, all transfer documents accompanied by the
relevant share certificates must be lodged with the H share registrar of the Company, Tricor Investor Services Ltd. at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong by no later than 4:30 p.m. on Monday, 27 May 2019.

Shareholders who intend to attend the AGM should complete the reply slip and return it by hand, by fax or by post to
the H share registrar of the Company (for holders of H shares of the Company) or to the head office in the PRC of the
Company (for holders of domestic shares of the Company) on or before Thursday, 6 June 2019.

Shareholders who are entitled to attend and vote at the AGM may appoint one or more proxies to attend and vote on
their behalves. A proxy need not be a Shareholder.

In order to be valid, the First Proxy form and the Supplemental Proxy Form for the AGM must be deposited by hand
or post, for holders of H shares of the Company, to the H share registrar of the Company Tricor Investor Services
Ltd. at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong and, for holders of domestic shares of the
Company, to the headquarters in the PRC of the Company not less than 24 hours before the time for holding the AGM
(or any adjournment thereof) for taking the poll. If the First Proxy Form and the Supplemental Proxy Form signed by
a person under a power of attorney or other authority, a notarial copy of that power of attorney or authority shall be
deposited at the same time as mentioned in the First Proxy Form and the Supplemental Proxy Form. Completion and
return of the First Proxy Form and the Supplemental Proxy Form will not preclude shareholders from attending and
voting in person at the AGM or any adjourned meetings should they so wish.
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10.

11.

If the proxy is a legal person, its legal representative or any representative authorised by a resolution of its board of
directors or by other governing body shall attend the above meeting of the Company on its behalf. If the shareholder
is a recognised clearing house (or its proxy) defined by the Hong Kong relevant Ordinance from time to time, the
shareholder may authorise one or more persons it considers appropriate as its representative(s) at the above meeting;
however, if more than one person are authorized, the power of attorney shall contain the number and class of shares
for which such persons are authorized, and shall be signed by an authorised personnel of the recognised clearing
house. The person(s) so authorised can represent the recognised clearing house (or its proxy) to attend the meeting and
exercise its right, as if the persons are the Company’s individual shareholders, and shall not be required to produce
evidence of shareholding, the notarised power of attorney and/or further evidence to prove that he/she/they have been
duly authorised.

A vote provided in according to the instruments in such proxy forms shall be valid, notwithstanding the previous
death or loss of capacity of the appointer or the revocation of the proxy or of the authority under which the proxy was
executed, or the transfer of the shares with respect to which the proxy is given, provided that no notice in writing of
such matters shall have been received by the Company prior to the above meeting.

In case of joint shareholder for any share, only the person whose name is at the first place on the register of
shareholders has the rights to receive the certificate of relevant shares and notice from the Company and to attend the
general meeting or exercise all of the votes relating to the shares.

Shareholders or their proxies shall provide their identity documents when attending the AGM.

The address of the headquarters in the PRC of the Company is No. 669 Qingfeng South Road (South), Tongxiang
City, Zhejiang Province, PRC.

Shareholders who attend the AGM shall bear their own traveling and accommodation expense.
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