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of Hong Kong Limited (the “§ 16 Exch aRp e”) at www.hkexnews.hk and the website of the Company at
www.hebjs.com.cn.
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well as the website of the Company.
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Chairman and Executive Director
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and the independent non-executive Directors are Mr. XIAO Xuwen, Ms. SHEN Lifeng, Ms. CHEN Xin and
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CHAIRMAN’S STATEMENT
Dear Shareholders,

First of all, on behalf of the Board of Directors of Hebei Construction Group Corporation Limited, I would
like to express my sincere gratitude to all Shareholders and the public for the concerns and support to the
Company in the past year!

The year 2017 was full of exciting events and extraordinary accomplishments for the Company. Not only was
it our 65th birthday, Hebei Construction Group also celebrated its 20th anniversary of corporate incorporation.
During the year, we made outstanding progress and were successfully listed on the Main Board of the Hong
Kong Stock Exchange. Furthermore, we accomplished all the financial performance benchmarks while
maintaining rapid and steady development.

The total contract value hit the record high. Committed to the development strategy of “leading by the market”,
we focused on strengthening our market position. Our open-mindedness, as well as practical and pragmatic
approach in changing model and restructuring, have led us to another success in market competition. In
2017, the Group’s new contract value reached RMB61,300 million, representing 119% of the annual target
at RMB51,615 million, up by 27% as compared with the corresponding period of the previous year. We
were recognized as “National Reliable and Creditable Enterprise (U 0 OO0 O OO0 O 0O OO O)” for six



Looking forward, the PRC construction industry will follow the clear direction specified in “The Opinions
on Promoting the Continuous Healthy Development of the Construction Industry (OO OO0 O OO OO0O
UO00000004)” promulgated by the General Office of the State Council and the “13th Five-Year Plan
for the Development of the Construction Industry (U OO 0O 0O OO O OOO O)” issued by the MOHURD.
With the coordinated development strategy of the Beijing-Tianjin-Hebei Region in full swing, the grand
plan for the establishment of the Xiong’an New Area will be rolled out. Hebei Construction Group has built
up overall competencies for development over the years. As a result, now it is well positioned to unlock its
potential. The Group will make the most of all the favourable external and internal factors.

In 2018, we will further unlock the platform value of the Group, with a focus on technology and financial
development to promote business growth. We will enhance organizational construction from the headquarters,
branches, subsidiaries to project management departments, thereby laying a solid organization foundation.
By strengthening our leading market position and optimizing structure of marketability, we will continue
to stay at the top in the industry. Meanwhile, we will proceed with standardized management and promote
product quality to garner the consumers’ recognition. We will make efforts to increase quality and enhance
quantity with scientific management, and continually boost profitability. Our successful listing will serve as
a new starting point for us to pursue further and substantial development, and we will serve society, reward
the Shareholders and benefit our employees with outstanding performance!

I} Ba) 4 B
Chairman

26 March 2018



CORPORATE INFORMATION

Basic information of the Company is set out below:
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FINANCIAL HIGHLIGHTS
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Year ended 31 December
2017
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As 3 31 December

2017 2016 2015 2014
RMB’000 RMB’000 RMB’000 RMB’000
TOTAL ASSETS 50,758,662 61,406,992 52,142,699 43,277,147
TOTAL LIABILITIES (46,447,353)  (58,317,314)  (49,970,930)  (41,331,022)
NON-CONTROLLING INTERESTS (408,622) (255.443) (90,862) (95,495)
3,902,687 2,834,235 2,080,907 1,850,630




Semmaryi f consiVdg ed § 4 emen + [ Fnanda'pidTin

As 3 31 December

2017 2016 2015 2014
RMB’000

Total non-current assets 2,163,369 1,524,130 2,446,183 2,260,468
Total current assets 48,595,293 59,882,862 49,696,516 41,016,679
Total assets 50,758,662 61,406,992 52,142,699 43,277,147
Equity attributable to owners of the parent 3,902,687 2,834,235 2,080,907 1,850,630
Non-controlling interests 408,622 255,443 90,862 95,495
Total equity 4,311,309 3,089,678 2,171,769 1,946,125
Total non-current liabilities 1,721,780 540,280 1,489,457 1,285,695
Total current liabilities 44,725,573 57,777,034 48,481,473 40,045,327
Total liabilities 46,447,353 58,317,314 49,970,930 41,331,022
Total equity and liabilities 50,758,662 61,406,992 52,142,699 43,277,147




BUSINESS OVERVIEW
Pali I: Ind.ni ran0O 9y l‘e‘-w

(0] & 1&w 1  macry ec» m ma!'n (h!na: In 2017, the annual nominal gross domestic product (“GDP”) in
China was RMBS82,712.2 billion, representing an increase of 6.9% from last year based on comparable price.
Despite the slowdown in growth, nominal GDP in China is still expected to show a CAGR of 7.9% from
2016 to 2021, reaching RMB106.3 trillion in 2021, driven by the strong potential in domestic consumption,
government stimulus policy and continuous investment in fixed assets.

Construction industry plays a significant role in the development of national economy. Building construction,
infrastructure construction and professional supporting services are important components of the construction
industry in China. Total output value of the construction industry was RMB21,395.4 billion for 2017,
representing an increase of 10.5% as compared to last year, which was higher than the national GDP growth.
The national building construction area amounted to 13.17 billion sq.m., representing a year-on-year growth
of 4.2%. The newly commenced construction area increased by 7.0% to 1,786.54 million sq.m., of which
newly commenced residential area went up by 10.5%. In 2017, national fixed income investment (excluding
farmers, the same hereafter) amounted to RMB63,168.4 billion, of which infrastructure investment was
RMB14,000.5 billion, representing a growth of 19.0%. Retail amount of construction materials reached
RMB322.1 billion in 2017, representing a year-on-year growth of 10.3%.

(0] & I&W 1 | maer eci ni ma! nth e Betly, -Tan!n-Hebe R n: The Beijing-Tianjin-Hebei Region,
which is the region with the highest urbanization rate in Northern China, covers Beijing, Tianjin and 11
prefecture-level cities in Hebei Province (including Baoding, Tangshan, Langfang, Shijiazhuang, Xingtai,
Handan, Hengshui, Cangzhou, Qinhuangdao, Zhangjiakou and Chengde). The coordinated development
of the Beijing-Tianjin-Hebei Region aims at promoting the synergetic development of Beijing, Tianjin
and Hebei. Its missions are to build a new capital-centered economic circle, to promote the innovation of
regional development mechanism, and to explore effective ways of ecological civilization construction and
the coordinated development of population, economy, resources and environment.

With the coordinated development of the Beijing-Tianjin-Hebei Region started in 2011, the nominal GDP in
the Beijing-Tianjin-Hebei Region has been accelerating in the past few years, driven by the strong economic
and policy support from the government. It is expected to keep growing at a CAGR of 3.0% and reach
RMBS,337.8 billion in 2021.

On 1 April 2017, the CPC Central Committee and the State Council issued a notice to set up Xiong’an New
Area in Hebei Province. Located in the hinterland of Beijing, Tianjin and Baoding, Xiong’an New Area
covers the counties of Xiongxian, Rongcheng, Anxin in Hebei Province and their surrounding area. The
decision is to relieve the non-capital functions of Beijing and to advance the coordinated development of
the Beijing-Tianjin-Hebei Region. The establishment of Xiong’an New Area will inevitably promote the
construction of infrastructure. With the proceeding of the coordinated development of the Beijing-Tianjin-
Hebei Region, the investment related to infrastructure construction is likely to surge significantly, among
which the investment in construction of infrastructure and rail transit will also bloom. It is estimated that
the accumulated investment in the fixed assets of Xiong’an New Area will exceed RMB400 billion in the
next five years from 2017 to 2021.

—10 -



Pag II: O ¢r 'ew ! Co mpanuBu ¢ ness

We are a leading non-state owned construction group in China and are principally engaged in the following
businesses:

. Construction contracting business. We provide construction contracting services mainly as a general
contractor for building construction projects and infrastructure construction projects.

. Other businesses. We also engage in property development, property management and other businesses.

Our total revenue increased from RMB38,609.4 million in 2016 to RMB41,177.3 million in 2017, representing
a year-on-year growth of 7%. Our profit for the year increased by 34% from RMB813.6 million in 2016 to
RMB1,094.1 million in 2017. A substantial majority of our revenue was generated from the construction
contracting business, which mainly comprises building construction business, infrastructure construction
business and specialized and other construction contracting business. Of which, new contract value increased
by 27% from RMB48,260.5 million in 2016 to RMB61,309.3 million in 2017, and backlog increased by 38%
from RMB48,612.4 million in 2016 to RMB67,266.0 million in 2017.

Revenue from the building construction business (by region):

Year 2016 2017
RMB million 39,176.1 39,613.4
Share of Beijing-Tianjin-Hebei 64.50% 64.89 %
Share of Beijing 9.60% 8.11%
Share of Tianjin 4.70% 5.06%
Share of Hebei 50.20% 51.72%
Share of other regions 35.50% 35.11%

New contract value (by region):

Year 2016 2017
RMB million 48,260.5 61,309.3
Share of Beijing 8.82% 3.50%
Share of Tianjin 6.24% 4.47 %
Share of Hebei 52.35% 48.69 %

Share of other regions 32.59% 43.34%

—11 =



Backlog (by region):

Year 2016 2017
RMB million 48,612.4 67,266.0
Beijing 12.41% 8.40%
Tianjin 4.12% 3.58%
Hebei 50.13% 49.29 %
Other regions 33.34% 38.73%
(1)  Building Construction Business

We provide construction contracting services for residential, public works, industrial and commercial
construction projects. We undertook most of such construction projects as a general contractor. As
a general contractor, we perform all the main aspects of the construction project, including building
construction, foundation works, curtain wall construction, building decoration and fireproofing projects.
We are also responsible for engaging subcontractors in providing construction services and the
labor force for the construction project, coordinating the work of all parties, providing the major
equipment and machinery, procuring raw materials and ensuring that the construction project is on
schedule. In 2016 and 2017, our revenue from building construction projects was RMB23,976.9
million and RMB25,045.8 million respectively, accounting for 61.2% and 63.2% of our revenue from
construction contracting business for the corresponding period respectively. New contract value was
RMB30,088.4 million and RMB38,909.4 million respectively, and backlog was RMB34,354.6 million
and RMB47,430.2 million respectively.

New contract value of the building construction business (by region):

Year 2016 2017
RMB million 30,088.4 38,909.4
Share of Beijing 11.60% 4.26 %
Share of Tianjin 7.37% 5.89%
Share of Hebei 52.36% 43.45%
Share of other regions 28.67% 46.40 %

Backlog of the building construction business (by region):

Year 2016 2017
RMB million 34,354.6 47,430.2
Share of Beijing 14.55% 8.95%
Share of Tianjin 4.80% 4.16%
Share of Hebei 44.38% 47.56 %
Share of other regions 36.27% 39.33%

—12 -
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Infrastructure Construction Business

In addition to building construction, which has been our core business, we are also providing increasing
construction contracting services for municipal and transportation infrastructure projects, including
facilities for water supply and treatment, gas and heating, urban pipelines, roads, bridges and airport
runways. We undertook most of such construction projects as a general contractor. Our infrastructure
construction customers are primarily local governments. In 2016 and 2017, our revenue from
infrastructure construction projects was RMB12,198.8 million and RMB9,991.8 million respectively,
accounting for 31.1% and 25.2% of our revenue from construction contracting business for the
corresponding period respectively. New contract value was RMB13,078.2 million and RMB20,647.7
million, and backlog was RMB11,207.9 million and RMB15,575.7 million.

New contract value of the infrastructure construction business (by region):

Year 2016 2017
RMB million 13,078.2 20,647.7
Share of Beijing 4.76% 1.98 %
Share of Tianjin 3.30% 1.41%
Share of Hebei 59.77% 57.51%
Share of other regions 32.17% 39.10%

Backlog of the infrastructure construction business (by region):

Year 2016 2017
RMB million 11,207.9 15,575.7
Beijing 8.74% 8.73%
Tianjin 2.28% 1.11%
Hebei 62.65% 48.30%
Other regions 26.33% 41.86 %

Specialized and Other Construction Contracting Business

We also undertake construction contracting projects by leveraging our qualifications and experience in
specialized areas such as electrical and mechanical installation and construction of steel structures. Our
electrical and mechanical installation works generally cover the supply, installation and maintenance
of equipment for power plants, pipelines for heating and natural gas, as well as air-conditioning,
mechanical ventilation and exhaust air systems. Steel structure construction generally refers to the
building of the structural supporting elements comprising steel columns, girders and beams of a
construction project. In 2016 and 2017, our revenue from specialized and other construction contracting
business was RMB3,000.4 million and RMB4,575.8 million respectively, accounting for 7.7% and
11.56% of our revenue from construction contracting business for the corresponding period respectively.

13-



New contract value of the specialized and other construction contracting business (by region):

Year 2016 2017
RMB million 5,093.9 1,752.2
Share of Beijing 2.80% 4.63%
Share of Tianjin 7.06% 9.14%
Share of Hebei 33.47% 61.23%
Share of other regions 56.67% 25.00%

Backlog of the specialized and other construction contracting business (by region):

Year 2016 2017
RMB million 3,049.9 4,260.2
Share of Beijing 0.18% 0.99 %
Share of Tianjin 3.27% 6.22%
Share of Hebei 68.85% 72.25%
Share of other regions 27.70% 20.53%

Home to over 100 million people and contributing over one-tenth of China’s GDP in 2016, the
Beijing-Tianjin-Hebei Region has a vibrant, open and innovative economy, and is one of the key
engines of China’s economic growth. Rooted in Hebei Province for 65 years, we are well-positioned
to benefit from PRC national strategies of the coordinated development of the Beijing-Tianjin-Hebei
Region and the establishment of the Xiong’an New Area. In 2017, we ranked 366th among the “Top
500 Enterprises in China” according to the China Enterprise Confederation and the China Enterprise
Directors Association, and in 2017, we ranked 20th among the “Top 80 Contractors in China” according
to the Construction Times.

Our construction contracting business covers residential, public, industrial and commercial buildings,
municipal and transportation infrastructure, as well as specialized construction, such as electrical and
mechanical installation and steel structure. Our construction projects are generally awarded through a
bidding process or by contract negotiations with our customers. Leveraging our brand name, the diverse
coverage of our qualifications and a nationwide business network, we have built a successful track
record in the construction contracting industry. We have undertaken the construction of hundreds of
landmark projects, such as the Lee Shau-Kee Science and Technology Building of Tsinghua University,
Medical Building of the Central South University Xiangya Hospital (New Medical District), expansion
project of the Hohhot Baita International Airport, and the Large-Scale Products Mechanical Processing
Plant Complex for China Academy of Space Technology.

While building construction has been our core business, we have continually improved our portfolio
of services and identified infrastructure construction as our strategic growth areas, which has higher
profit margins compared to that of building construction. China’s infrastructure development has
been growing at a rapid pace, and the growth is expected to continue in the near future, driven by
strong economic growth and continued urbanization. Infrastructure construction is fundamental to the
development of the Xiong’an New Area, which covers mostly suburban areas. Hebei Province has also
planned to make significant investments in transportation infrastructure, in response to the national
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strategy of Beijing-Tianjin-Hebei coordinated development. Our construction contracting business
mainly includes the procurement construction (PC) contracting model, the construction contracting
model and the engineering, procurement and construction (EPC) contracting model. Leveraging
our industry expertise, track record and enduring customer relationships, we are well-positioned to
capture business opportunities in the fast-growing infrastructure industry, including PPP projects, in
the Xiong’an New Area, the Beijing-Tianjin-Hebei Region and other parts of China.

Pag III: Researdh and De ¢ipmen, Adi'e gmer s and Awards

The Company has expanded its market to 31 provinces, municipalities and autonomous regions, as well as
nearly 10 overseas countries. As of now, it has launched 21 projects and participated in 9 projects that won
the Lu Ban Awards. It garnered the “Gold Award of Outstanding Contribution for Launching of Lu Ban
Award Winning Construction ( U 0 0 0O 0O O O O O 0O )” in 2012 and the title of “An Entity of Outstanding
Contribution for Launching of Lu Ban Award Winning Construction (U 00 00O O0O0O0OOOOO)” in
2017. Hebei Construction Group has received the “National Quality Project Award (0 OO OO 0O 0O)”,
“Steel Structure Gold Award (J O O O ) ”, “Star of China Installation Award (LJ O OJ [0 [J )" and “National
Decoration Award (O O O O 0)”, and was accredited for over 500 “Provincial Quality Construction (O
U 0O 0O)” and more than 200 provincial or above “Safety Civilization Construction Sites (I U O 0O 0O [0 ).

The Company was awarded the “Second Prize of the National Science and Technology Progress Award
(@OOO0OODbODbOObODboO)”, the “Innovation Achievement Award of the China Construction Industry Association
(DODOO0O0OO0O0O0O0ODOD)” and alarge number of provincial-level science and technology achievements
and patents. In 2017 alone, it garnered 56 “Provincial Quality Construction (O O O 0 )” and 21 “Provincial
Science and Technology Progress Award (U O O 0O 0O 0O 0O)”.

Following the introduction of the performance excellence management model, the Company won the “National
Quality Award ([0 00 00 00 00 )” and two “Provincial Government Quality Awards (L J OJ [J [0 [0 )”. Recognized
by the MOHURD, it was one of the 20 recipients of the “National Excellent Project Quality Management
Enterprise Award (0 0 OO 00O O OO OO O)”. It also received the title of “National Model of Workers’
Home (0 OO OO0 O O)” and the “National 1st May Labour Award (U O O OO O OO)”.

1. In 2017, the Company led or participated in the formulation of 8 sets of regulations, requirements and
standards, and was in the process of preparing 14 sets of regulations, requirements and standards.

2. The “Technology Integration and Application to Secure Water Supply and Safety for Poverty Alleviation
and Development of Hebei Mountainous Regions”, which was completed with the cooperation of the
Company, was awarded the “2017 Hebei Province Mountainous Region Entrepreneurship Award
(2017000000000 0)” by the Hebei Provincial Department of Science and Technology.
The Group had 21 achievements that won the “Hebei Province Construction System Technological
Progress Award (U 0 0 OO 0OOODO OO O)” and 3 achievements that were awarded the “Baoding
City Technological Progress Award (0 0 O O O O O O)”. The “New Huaneng Shanxi Low-Carbon
Technology R&D Center Project (U U U O OO OOODODODODODODO O )” and the “Scientific Research
Laboratory Building of Tsinghua University Project (U O O O O 0O 0O O O O O )” passed the interim
inspection of the Ministry of Construction for green construction technology model projects.

3. The Company was accredited for 18 provincial-level key process technology, 5 of which are among
the top in the country.
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In 2017, the Company submitted 81 patent applications in China, including 20 applications for invention
patents, and was granted 31 patents (including 4 invention patents).

In 2017, the Company received the title of “An Entity of Outstanding Contribution for Launching of
Lu Ban Award Winning Construction (U 0 0 OO OO0 OO OO O)” and the “Lu Ban Award (O

0 0)” from the China Construction Industry Association. It also won two National Quality Awards
in Structure and Decoration and 56 provincial quality construction awards.

Xiaoyan Hive Co-working Space (I [0 « 0 OO 0O O O ), which was established by the Company,
was recognized as an outstanding co-working space at the national, provincial and municipal levels
and was selected as the “Baoding Innovation and Entrepreneurship Model Base (U O O OO0 OO
0J)” and “Baoding City Start-up Enterprises Incubator Base (1 0 O OO OO O 0O)”.

HCG Installment Engineering and HCG Zhuocheng Road and Bridge Engineering were accredited as
national high-tech enterprises.

The Company continued the research on prefabricated component construction technology for industry
upgrade and became one of the first to acquire a national prefabricated component construction base.

Pal{ 1V: O.lth ([

In 2018, the Company will continue to adopt the strategy of “foundation strengthening, business upgrade,

further innovation and sustainable development”. Centering on the performance excellence model and focusing

on efficiency, it will pursue various goals with high-caliber talents by adopting information technology and

innovation measures, while the project department will be guided by the operation manual to provide strong

support. To this end, we will attach importance to the following tasks:

(M

(1

Become a role model of listed enterprises by establishing management standards for operation
compliance

Given the well-established legal system and sound regulatory framework of the financial market, we
should acquire relevant knowledge and set up operation standards, so that the Company will become
a listed enterprise with excellent governance structure as well as a sound internal mechanism and
operating standards.

Leverage the platform to pursue growth driven by financial and technology development

1. Enhance the quality and quantity of project undertaking. Harnessing the capital resources and
comprehensive strengths of the Company, we will undertake more high-profile, large-scale,
supreme, leading and special construction projects to upgrade the quality and technological

level of new projects.

2. New involvement in the PPP sector. Based on existing PPP projects, we will select infrastructure
and utility projects that have a relatively higher profit margin.

—16 -



3. Tap into new investments. We will attempt to invest in sponge city construction projects,
airport economy, ecological environment management of river channels and watercourses, and
environmental industries such as water supply, sewage treatment and waste treatment for urban
and rural areas, through which we expect to gain valuable experience and good investment
returns.

4. Push forward the innovation and revolution in residential housing structures. With innovation
as the priority, we will take advantage of the “national prefabricated component construction
base” previously acquired and give full play to the “Beijing-Tianjin-Hebei Construction
Industry Modernization Alliance (U U O O 0O 0O O 0O O 0O O O)” in the research, development,
application and promotion of prefabricated component construction (including the PC system
and construction of steel structures). We will develop steel structure-concrete prefabricated
component construction, and formulate rules and standards through practices.

5. Advance green construction.

6. Develop intelligent home.

(1) Strive hard for organization construction and sustainable development

(1V)

Develop the Company into: a leading integrated construction service provider. Our businesses cover
building construction, municipal and public construction, road construction, bridge construction,
railway construction, water conservancy and hydropower, port and terminal construction, and other
large-scale infrastructure construction, as well as the provision of professional integrated solutions in
respect of construction for clients.

A leading municipal service provider: We cater to customers’ diverse needs with a full suite of

products and professional solutions in gas, water supply and drainage, heating, civil defense, urban
roads, underground pipeline networks and community sectors.
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V)

(VD)

(V1)

(VI

Strengthen on-site management for a positive image

Our work sites contribute to our brand image and reflect our management capabilities, hence they are
our key to win the market. We will enhance the image of work sites as the primary goal and focus on
the followings:

1. Adopt standardized management for overall enhancement
2. Revive the tradition and strengthen the foundation

3. Improve quality to pursue excellence

4. Cherish lives and protect the environment

Implement scientific management and overcome deficiencies for ongoing profitability upgrade

In order to promote long-term profitability, we will work towards “business expansion, quantity
improvement, quality enhancement and rapid development”. We will control trade receivables, lower
liabilities, carry out capital management and ensure safe operation. Through fund utilization evaluation,
we will boost utilization efficiency.

We maintain “honesty and integrity” as a legal person, which are also the moral values upheld by
legal persons and natural persons.

Adopt innovative thinking to capture the market and facilitate the healthy development of the real
estate sector

We will seize opportunities in the emerging Xiong’an New Area. We will base in Baoding and
intensely explore the Beijing-Tianjin-Hebei Region, while actively expanding to nearby markets and
key regions. In particular, we will promptly make plans for entering the Laiyuan market. We will also
lead the growth of the industrial real estate and healthcare real estate sectors.

Cultural integration for the common goal of a brighter future

By promoting the culture of “creating a harmonious family and becoming a responsible person”, we
will pursue corporate development driven by the “Family*People” culture. We will also step up efforts
in brand building and advertising. The Company is positioned to garner support from employees,
recognition from society, love from the public and attention from customers.

Riding on our previous success, we will push forward for further achievements and aim to meet various
goals under the “13th Five-Year Plan”. To take Hebei Construction Group to the next level, we make it
our missions to develop into a PRC leader in innovation, a model for listed companies and a successful
international enterprise. The Company is set to evolve into a “people-oriented happy enterprise with
vibrant and long-lasting business”, so as to make more contribution to society!
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group is a leading non-state owned construction group in China, providing integrated solutions
primarily for the construction contracting of buildings and infrastructure projects. In 2017, the Company
pursued high-quality operation and rapid development, resulting in significant growth in business
scale and profitability.

Revenue increased by 6.7% from RMB38,609.4 million for 2016 to RMB41,177.3 million for 2017.
Profit for the Year increased from RMBS813.7 million for 2016 to RMB1,094.0 million for 2017,
representing an increase of 34.5%.

CinsiVdg ed resa} st fiperglins:

The following table sets forth the consolidated statements of profit or loss and other comprehensive
income of the Group for 2016 and 2017:

Change Percentage
{ em 2016 2017 in amount of change
RMB in RMB in RMB in
millions millions millions %
Revenue 38,609.4 41,177.3 2,567.9 6.7
Cost of sales (36,726.6) (38,946.4) (2,219.8) 6.0
Gross profit 1,882.8 2,230.9 348.1 18.5
Other income and gains 201.8 381.9 180.1 89.3
Selling and distribution expenses (66.0) (39.3) 26.7 (40.4)
Administrative expenses (325.7) (423.3) (97.6) 30.0
Other expenses (212.9) (399.4) (186.5) 87.6
Finance costs (230.3) (182.5) 47.8 (20.8)
Share of profits and losses of:
Associates 58.3 (3.6) (61.9) (106.1)
Profit before tax 1,308.0 1,564.7 256.7 19.6
Income tax expenses (257.2) (497.4) (240.2) 934
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Administrative expenses

Administrative expenses increased by RMB97.6 million from RMB325.7 million for 2016 to RMB423.3
million for 2017, which was mainly attributable to the increase in issuance cost, staff remuneration,
benefits and social insurance, travel expenses and entertainment expenses.

Other expenses

Other expenses increased by RMB186.5 million from RMB212.9 million for 2016 to RMB399.4
million for 2017, which was mainly attributable to the increase in the impairments of trade receivables,
deposits and other receivables, offset by the decrease in financial guarantee contract, penalties and
compensation.

Finance costs

Finance costs mainly comprise interest expenses of bank borrowings. It decreased by RMB47.8 million
from RMB230.3 million for 2016 to RMB182.5 million for 2017, which was mainly attributable to
the decrease in average principal of borrowings as compared to that in 2016.

Share of profits and losses of associates

The Group recorded a loss of RMB3.6 million for 2017, as compared to a profit of RMBS58.3 million
for 2016, representing a decrease of RMB61.9 million. This was mainly attributable to the disposal of
certain associates in 2017, which led to the decrease in share of profits as compared to the previous year.

Income tax expenses

Our income tax expenses increased by RMB240.2 million from RMB257.2 million for 2016 to
RMB497.4 million for 2017, which was mainly attributable to the increase in profit before tax and
increase in payment of land appreciation tax due to the delivery of a number of completed properties
to owners.

Profit from discontinued operations
The Group recorded a profit of RMB26.7 million for 2017, as compared to a loss of RMB237.1 million
for 2016, representing an increase of RMB263.9 million. This was mainly attributable to the profit

generated by certain companies disposed of in 2017, and such companies included landscaping, BOT
sewage treatment, agricultural and inspection companies.
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2016 2017
Gross Gniss
profit pn Ft
Revenue Cost  margin Percentage  Re gre C'i ma&ln Percell 3e
RMB in millions % % RMB in millions % %
Building
construction
business 23,976.9 23,264.7 3.0 61.2  25,045.8 24,162.5 35 63.2
Infrastructure
construction
business 12,1989  11,651.6 4.5 31.1 9,991.8 9,504.0 4.9 25.2
Specialized and
other
construction
business 3,000.3 2,870.8 43 N 4,575.8 4,309.0 5.8 11.6
Total 39,176.1  37,787.1 3.5 39,6134 37,9755 4.1

Building construction business

Building construction business mainly comprises residential construction, public construction,
commercial construction and industrial construction. Revenue increased by RMB1,068.9 million or
4.5% in 2017 as compared to that in 2016. Gross profit increased from 3% for 2016 to 3.5% for 2017,
which was primarily attributable to:

Revenue from residential construction experienced rapid growth in 2017, with the size of operation
increased by RMB3,125.7 million or 27% as compared to last year. This was mainly due to the state’s
continuous commitment to the scale of urbanisation, the Group’s undertaking of more residential
construction business, and further enhancement of cost control.

Revenue from industrial construction decreased by RMB1,899.1 million in 2017 as compared to that
in 2016. This was mainly attributable to the business expansion in 2016 promoted by government
policy promulgated to stimulate the real economy, while in 2017, the Group was constructing projects
undertaken in the previous year and did not undertake more large-scale projects in the light of capital
requirements, profits and other factors.
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Infrastructure construction business

Infrastructure construction business mainly comprises municipal infrastructure construction and
transportation infrastructure construction. Revenue decreased by RMB2,207.1 million in 2017 as
compared to that in 2016. Gross profit margin increased from 4.5% for 2016 to 4.9%. The decline
in revenue in 2017 was mainly attributable to the facts that: (i) we recognised revenue based on
percentage of completion of construction and service works and, in 2016, we had completed most
of the construction of infrastructure projects that were concluded in 2017; and (ii) the infrastructure
construction projects commenced in 2017 were at the beginning stage during the Year and only a limited
amount of construction works were completed. Gross profit margin of the infrastructure construction
business increased in 2017, which was mainly attributable to the higher gross profit margin of projects
commenced in 2017 that drove the gross profit margin of the business.

Specialized and other construction business:

Specialized and other construction business mainly comprises electrical and mechanical installation,
steel structure and other construction business. Revenue increased by RMB1,575.5 million or 52%
in 2017 as compared to that in 2016. Gross profit margin increased from 4.3% for 2016 to 5.8%. The
growth in revenue in 2017 was mainly attributable to the fact that:

We recognised revenue based on percentage of completion of construction and service works and
projects of other construction business (mainly included decoration and reinforcement construction),
which we undertook in 2016, entered the implementation stage in 2017. As such projects made a
significant contribution to the revenue, the operating revenue from survey, design and reinforcement
construction for 2017 increased by approximately RMB1,407.1 million or 67% as compared to 2016.
The growth in gross profit margin of the specialized and other construction business in 2017 was
mainly due to (i) the adoption of effective cost control measures in 2017; and (ii) higher gross profit
margin of projects undertook in 2017.

F nand a' rallu S

31 December 31 December
2017 2016
Current ratio (times)™® 1 1
Quick ratio (times)?® 1 1
Gearing ratio® 82.8% 124.8%
Return on assets™ 2.0% 1.4%
Return on equity® 29.6 % 30.9%
Notes:
M Current ratio (times) represents total current assets divided by total current liabilities as at the relevant date.
@ Quick ratio (times) represents total current assets minus inventory divided by total current liabilities as at the relevant
date.
@ Gearing ratio represents total interest-bearing liabilities divided by equity as at the relevant date and multiplied by
100%.
@ Return on assets represents profit for the Year divided by the average of total assets at the beginning and end of the
Year and multiplied by 100%.
® Return on equity represents profit for the Year divided by the average of total equity at the beginning and end of the

Year and multiplied by 100%.
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Our net cash and cash equivalents increased from RMBS5,163.6 million for 2016 to RMB5,288.0
million for 2017, representing an increase of RMB124.4 million, which was mainly attributable to:

Net cash outflows from operating activities was RMB462.3 million for 2017, as compared to net cash
inflow of RMB2,261.6 million for 2016. This was mainly due to the collection of receivables from
operating activities in 2017, which accelerated the settlement of receivables from suppliers. Profit
before tax from operating activities was RMB1,826.3 million, increase in net assets and liabilities
from operating activities was RMB1,951.9 million and payment of enterprise income tax and land
appreciation tax totalled RMB336.7 million;

Net cash inflow from investing activities was RMB943.2 million for 2017, as compared to net cash
inflow of RMB6.5 million for 2016, which was mainly attributable to the cash inflow of RMB659.5
million from the disposal of discontinued operations, subsidiaries and assets portfolio to Zhongming
Zhiye, a related party, and an independent third party in 2017. The disposal of part of the equity
interests in two property development subsidiaries to Country Garden generated cash inflow of
RMB255.2 million;

Net cash outflow from financing activities was RMB356.4 million for 2017, as compared to net cash
inflow of RMB138.4 million for 2016. The Company raised net proceeds of RMB1,524.7 million
(net of listing expenses) from the Listing on the Main Board of the Hong Kong Stock Exchange in
2017. It received capital injection totalling RMB300.4 million from the controlling shareholders and
non-controlling shareholders to the parent and subsidiaries. It distributed dividends of RMB1,534.9
million to the controlling shareholders and non-controlling shareholders in total. Meanwhile, cash
outflow from debt financing activities was RMB644.7 million.
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Net current assets:

Current assets

Prepaid land lease payments

Inventories

Properties under development

Completed properties held for sale

Trade and bills receivables

Prepayments, deposits and other
receivables

Amounts due from customers

Pledged deposits

Cash and bank balance

Discontinued operations held for
sale

Total current assets

Current liabilities

Of which: bank borrowings

Trade payables

Amounts due to contract
customers

Other payables, advances from
customers and accruals

Tax payable

Estimated liabilities

Liabilities of discontinued
operations held for sale

Total current liabilities

Net current assets

31 December 31 December Change
2016 2017 in amount
RMB in RMB in RMB in
millions millions millions
0.8 0.9 0.1
167.9 77.8 (90.1)
3,604.5 2,574.0 (1,030.5)
816.4 741.4 (75)
10,777.4 6,137.1 (4,640.3)
6,666.5 5,808.8 (857.7)
27,706.9 27,744.6 137.7
1,005.0 222.6 (782.4)
4,668.8 5,288 619.2
4,468.7 - (4,468.7)
59,882.9 48,595.2 (11,287.6)
3,316.3 1,847.4 (1,468.9)
40,291.3 30,849.7 (9,441.6)
2,810.5 4,374.6 1,564.1
7,703.7 7,074.0 (629.7)
396.0 565.6 169.6
20.1 14.2 (5.9
3,239.2 - (3,239.2)
57,777.1 44,725.5 (13,051.6)
2,105.8 3,869.7 1,763.9
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Percentage
of change

%
12.5
(53.7)
(28.6)
9.2)
(43.1)
(12.9)
0.1
(77.9)
13.3

(100.0)

(18.9)

(44.3)
(23.4)

55.7
(8.2)
42.8

(29.4)

(100.0)

(22.6)

83.8



Our net current assets increased by RMB1,763.9 million from RMB2,105.8 million for 2016 to
RMB3,869.7 million for 2017, which was attributable to the greater decline in current liabilities than
that in current assets.

Trade and bills receivables:
31 December 31 December

2016 2017
RMB in millions RMB in millions

Account receivables 11,465.6 6,562.2
Provision for bad debt (434.5) (531.9)
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Turnover days of trade and bills receivables:

2016 2017
Average turnover days of trade and bills receivables (¥ 92 71
(1) Average turnover days of trade and bills receivables during the relevant period represent the average of opening and

closing balance divided by revenue for the period and multiplied by 365 days.
The turnover days for 2017 were 71 days, down by 21 days or 23% from 92 days for 2016, which was
mainly attributable to the faster settlement of receivables, leading to the overall significant decline in

account receivables for the period.

Trade payables:

31 December 31 December Change Percentage
2016 2017 in amount of change
RMB in RMB in RMB in
millions millions millions %
Account payables 40,261.3 30,849.7 (9,411.6) (23.4)
Bills payables 30.0 - (30.0) (100.0)
Total account payables 40,291.3 30,849.7 (9,441.6) (23.4)
31 December 31 December Change Percentage
2016 2017 in amount of change
Days Days Days %
Account payables turnover days 368 333 (35) 9.5)

In 2017, account payables decreased by RMB9,441.6 million and turnover days declined by 35 days
as compared to last year, which was mainly attributable to the payment of account payables with long
age by the Company due to timely settlement.

Amounts due from/to contract customers

31 December 31 December Amount Percentage
Construction contract 2016 2017 in change of change
RMB in RMB in RMB in
millions millions millions %
Amounts due from contract
customers 27,706.9 27,744.6 37.7 0.1
Amounts due to contract
customers (2,810.5) (4,374.6) (1,564.1) 55.7
24,896.6 23,370.0 (1,526.4)
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Construction companies, such as the Group, have balances of amounts due from/to contract customers.
A positive balance as at the end of the period indicates revenue recognised but yet to be billed while
a negative balance as at the end of the period indicates amounts settled in advance. In general, there
are two ways of construction settlement: 1. monthly settlement with the construction party based on a
portion (e.g., 70%-80%) of the monthly output of construction work (amount of completed work); 2.
settlement based on the milestone events agreed in the contract. In each case, the progress of payment
is less than the actual percentage of completion. For most projects, the balance reflects the amounts
due from contract customers. In 2017, amounts due from contract customers remained relatively
stable and increased by approximately RMB37.7 million or approximately 0.1% as compared to the
previous year. Amounts due to contract customers increased by RMB1,564.1 million or approximately
56% as compared to the previous year. The growth in amounts due to contract customers was mainly
attributable to certain fast-settling construction projects which we undertook in 2017.

Indely edness:

The Group’s bank borrowings primarily consist of long-term and short-term borrowings from financial
institutions. The balance of bank borrowings decreased by RMB287.4 for 2017, which was mainly
attributable to new borrowings of RMB5,526.0 million and repayment of RMBS5,813.4 million in 2017.

Cap a' espendwre

Capital expenditure of the Group was RMB127.7 million in 2017, which mainly comprised property,
plant and equipment.

(VIID) Gy 1}1 R, 1} u ab“.lt1 es

(IX)

(X)

The Group’s contingent liabilities consisted of guarantees of the mortgage provided for property buyers,
which decreased from RMB2,304.8 million for 2016 to RMB1,705.2 million for 2017.

A %‘.ab“e-h r-saleln ¢§ men s

The Group increased the investment to Baoding Commercial Bank Co., Ltd. (0 0O OO OO OO
00 do) by RMB297 million during 2017.

Mg era! d'sps sa's

Save as the disposal of certain assets and shares to Zhongming Zhiye due to the conversion, there
were no other material disposals.
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Risks relating to the industry: The change in national policy on the construction industry plays a role
in corporate decision making in terms of project undertaking, investment and financing. The Company
pushes forward business transformation and upgrade, further undertakes infrastructure projects, pursues
progress in EPC and PPP fields and develop new models to enhance comprehensive sustainability.

Market risks: Fluctuations in prices of raw materials, rising labor costs and other risk factors affect
project revenue. The Company will improve project management and expand procurement channels to
lower procurement costs and boost operating efficiency. Meanwhile, it will monitor the implementation
of terms that aim at avoiding and minimizing the above risks when negotiating for and entering into
contracts.

Competitive risks: The mismatch between demand and supply in the construction industry intensifies
market competition. Failure to compete successfully may lead to loss in market share. The Company
will explore value by optimizing resources allocation, reaching the high-end market and upgrading
management of major customers to boost overall competitiveness.

Cash flow risks: Our businesses are expose to risks of cash shortage due to account receivables and
cost management. In general, PPP projects have large cash expenditures and a longer settlement
period, hence we may have to invest significant capital in such projects. The Company will strengthen
management standards and put more emphasis on the idea that “Cash is the King.” It will implement
strict cost control, enhance account receivables management, adopt centralized procurement and boost
operational capability.

Risks relating to construction project management: Lack of project resources and insufficient process
management may lead to greater performance risks. The Company will exercise stringent contract
performance management, improve preliminary project planning, provide full-process service and
conduct excellent performance evaluation.

Interest rate risk
The Group’s exposure to change in market interest rates relates primarily to its interest-bearing bank

and other borrowings. The Group does not use derivative financial instruments to hedge its interest
rate risk.
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The following sensitivity analysis demonstrates the effect of a reasonably possible change in interest
rates, with all other variables held constant, on profit before tax (through the impact on floating rate

borrowings).
Increase/(decrease) Increase/(decrease)
'nbadspi'ns Inprl belre ag
As 131 December 2017 RMB in millions
Benchmark deposit and lending rate of RMB 0.10 (21.50)
Benchmark deposit and lending rate of RMB (0.10) 21.50
Credit risk

The carrying amounts of cash and bank balance, pledged deposit, trade and bills receivables and
financial assets included in prepayments, deposits and other receivables represent the Group’s maximum
exposure to credit risk in relation to financial assets. Substantially all of the Company’s cash and cash
equivalents and pledged deposits are held in major financial institutions in Mainland China which are,
in the opinion of the management, of high credit quality. The Company has policies to control the
size of the deposits to be placed with various reputable financial institutions according to their market
reputation, operating scale and financial background with a view to limiting the credit exposure to
any single financial institution.

The Company trades only with recognised and creditworthy customers with no requirement for
collateral. It is the Company’s policy that all customers who wish to trade on credit terms are subject

to credit verification procedures. In addition, receivable balances are monitored on an ongoing basis.

Further quantitative data in respect of the exposure to credit risk arising from trade and bills receivables
are disclosed in the relevant note to the financial statements set out in the annual report.

Liquidity risk
Our liquidity is primarily dependent on the ability to maintain adequate cash inflows from operations

to meet debt obligations as they fall due, and the ability to obtain external financing to meet future
capital expenditure.
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REPORT OF THE BOARD OF DIRECTORS

The Board hereby presents the Report of the Board of Directors, annual results announcement and the
consolidated financial statements of the Group for 2017, which has been prepared in accordance with the
IFRSs, to the Shareholders.

Cirpirg e Infi rmg i n and It 'a! Pab%c Oller i,
The Company is a joint stock company incorporated in the PRC with limited liability on 7 April 2017. The
H Shares of the Company were listed on the Main Board of the Hong Kong Stock Exchange on 15 December

2017.

Basic information of the Company is set out in “Corporate Information” on page 5 to page 6 of this
announcement.

Bu d ness Re I&W

The Company is a leading non-state owned construction group in China, providing integrated solutions
primarily for the construction contracting of buildings and infrastructure projects. Rooted in Hebei Province
for 66 years, we are well-positioned to benefit from the coordinated development of the Beijing-Tianjin-Hebei
Region, a national strategy of China.

We are principally engaged in the following businesses:

. G ng m (Ela non racil B ba s ness. The Group provides construction contracting services mainly as
a general contractor for building construction projects and infrastructure construction projects.

. qh er ba d nesses. The Group also engages in property development and other businesses.

The discussion and analysis of the Group’s results and performance during the Year, major factors affecting
the results and financial condition, and future development are set out in “Business Overview” on page 10
to page 18, “Management Discussion and Analysis” on page 19 to page 30, this “Report of the Board of

Directors” and “Significant Events” on page 47 to page 48 of this announcement.

Details of major subsidiaries of the Company will be set out in the relevant notes to the financial statement
to be included in the annual report published by the Company in due course.
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The Group has established and implemented an environmental compliance system to specify various
environmental protection procedures and measures and ensure the Group’s compliance with international
standards and the relevant PRC laws and regulations. The Group has adopted corresponding environmental
protection measures to ensure compliance with relevant laws and regulations, including noise control, air
pollution control, as well as solid waste and waste water treatment.

In 2017, the Company established the environmental management system based on GB/T24001-(2016)/
ISO14001-(2015). It identified and assessed environmental risk factors through PDCA process, formulated
targeted management and control measures, and defined responsible departments, personnel and emergency
plan, so as to minimise environmental risks and facilitate effective operation and ongoing improvement of
the environmental management system. In particular, the Group enhanced control over major environmental
factors of top public concerns, which included airborne dust control, noise pollution, vehicles travelling on
the road with mud, sewage discharge and solid waste treatment. As a result, the rate of compliance with local
environmental regulations and objectives reached 100%. There was no material environmental incidents,
major noise nuisance or compliant thereof within the construction sites.
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The Group has implemented internal control to ensure the compliance with such laws and regulations. Having
reviewed the Group’s business, the Board is of the view that the Group is in compliance with the requirements
of relevant laws and regulations in material respects.

Use s I Pri ceeds In mth e Inltl a' Pabl¢ Olferd 'Y

The Company was listed on the Main Board of the Hong Kong Stock Exchange since 15 December 2017. The
net proceeds received by the Company from the initial public offering of new Shares for the Listing on the
Stock Exchange and the issue of new Shares pursuant to the partial exercise of the Over-allotment Option (as
defined in the Prospectus) were approximately HK$1,971.8 million (net of Stock Exchange trading fee, Hong
Kong SFC transaction levy, share registration fee and fees charged by the receiving banks). The Company
intends to use such proceeds for the proposed purposes set out in “Future Plans and Use of Proceeds” in the
Prospectus of the Company dated 5 December 2017.

The use of proceeds from the initial public offering of new Shares for the listing on the Stock Exchange of
the Company and the issue of new Shares pursuant to the partial exercise of the over-allotment option is as
follows:

As at the end of the Reporting Period, a total of RMB 144 million of the proceeds was utilized for repayment
of bank loans. The Company confirms that the above use of proceeds is in line with that disclosed in the
Prospectus.

As at the end of the Reporting Period, save for the above use of proceeds, the Company has remaining proceeds
of approximately HK$1,529.2 million and RMB122.8 million, which were unutilised and deposited in the
designated bank account established by the Company. The Company organised the repatriation of funds in
accordance with related documents and instructions of the State Administration of Foreign Exchange. As
at 31 December 2017, total funds repatriated amounted to HK$1,190 million. Of which, funds repatriated
through the Shijiazhuang Branch of China Minsheng Banking Corp., Ltd., the Baoding Branch of Bank of
Communications Co., Ltd., the Baoding Branch of Agricultural Bank of China Limited, the Baoding Branch
of Huaxia Bank Co., Limited, the Baoding Branch of China CITIC Bank Corporation Limited, the Baoding
Branch of China Construction Bank Corporation and the Baoding High-tech Development Zone Sub-branch
of Bank of China Limited totalled HK$350 million, HK$100 million, HK$100 million, HK$110 million,
HK$110 million, HK$190 million and HK$230 million respectively. Among which, the Wusixi Road Branch
of China Construction Bank Corporation settled a total of HK$190 million (equivalent to RMB158.536
million), the Shijiazhuang Branch of China Minsheng Banking Corp., Ltd. settled HK$130 million (equivalent
to RMB108.264 million) and the Wusixi Road Branch of China Construction Bank Corporation applied
RMB 144 million for repayment of loans.

Res.l‘t s and D‘i llbatlo ns
The results of the Group for the year ended 31 December 2017 are set out in the Consolidated Statement of
Profit or Loss and Other Comprehensive income on page 81 of this announcement. The financial condition

of the Group as at 31 December 2017 is set out in the Consolidated Statement of Financial Position on page
82 to 83 of this announcement.
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Pursuant to the Shareholders’ resolution passed at the ninth extraordinary general meeting for 2017 held on
10 November 2017, the Company declared a special dividend as at 30 June 2017 of RMB500,000,000 to the
Shareholders at that time. The dividend was paid on 29 November 2017. For details, please refer to note 8
to the selected financial statements notes in this announcement.

Pripisa' and PiVenh rehe Dig dba Tiny ith e Fna! D' dend
Final Dividend

The Board does not recommend the distribution of final dividend to the Shareholders for the year ended 31
December 2017.

Fna' D! 'dend Incy me Tag App" cable v O ¢rseas Shard \ders
Withholding and Payment of EIT on behalf of Overseas Non-Resident Enterprise Shareholders

Pursuant to the applicable provisions of the EIT Law of the PRC(O 0 000D OOOOODODOOO) and
its implementing rules and the requirements under the Circular on Issues Relating to the Withholding of EIT
by PRC Resident Enterprises on Dividends Paid to Overseas Non-PRC Resident Enterprise Shareholders of H
Shares (Guo Shui Han [2008] No.897) (U 0 0D OO0 DODO0ODODHOOODODOODODDOOOODDOODODO

Uo0oo0oobobDOooO0O@Dbnr2008]8970)) issued by the SAT, the Company will withhold and pay
EIT at the rate of 10% when it distributes the final dividend to overseas non-resident enterprise Shareholders
of H Shares (including any H Shares of the Company registered in the name of HKSCC Nominees Limited,
but excluding any H Shares of the Company registered in the name of HKSCC Nominees Limited which are
held by China Securities Depository and Clearing Corporation Limited as nominee Shareholder on behalf
of investors who invest in the H Shares of the Company through Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect).

Withholding and Payment of Individual Income Tax on behalf of Overseas Individual Shareholders

Pursuant to the applicable provisions of the Individual Income Tax Law of the PRC (U OO O OOO

OO000000) and its implementing rules, the Tax Notice, the Notice of the State Administration of
Taxation on Issues Concerning the Administration of Individual Income Tax Collection after the Annulment
of Document Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011] No. 348) (LD OO OODOOODOO

armeo3jo4s0 0000000000000 ooon@On2011]3480)) and other relevant
laws, regulations and requirements under normative documents, the Company will implement the following
arrangements in relation to the withholding and payment of individual income tax on behalf of the overseas
individual H Shareholders:

. For individual H Shareholders who are Hong Kong or Macau residents or whose country (region) of
domicile is a country (region) which has entered into a tax treaty with the PRC stipulating a tax rate
of 10%, the Company will withhold and pay individual income tax at the rate of 10% on behalf of
these individual H Shareholders in the distribution of the final dividend;
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For individual H Shareholders whose country (region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a tax rate of less than 10%, the Company will
temporarily withhold and pay individual income tax at the rate of 10% on behalf of these individual
H Shareholders in the distribution of the final dividend. If relevant individual H Shareholders would
like to apply for a refund of the excess amount of tax withheld and paid, the Company will handle, on
their behalf, the applications for tax preferential treatments under relevant tax treaties according to the
Tax Notice. Qualified Shareholders please submit in time a letter of entrustment and all application
materials as required under the Tax Notice to the Company’s H Share Registrar in Hong Kong, Tricor
Investor Services Limited. The Company will then submit the above documents to the competent tax
authorities and, after their examination and if and when approved, the Company will assist in refunding
the excess amount of tax withheld and paid;

For individual H Shareholders whose country (region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a tax rate of more than 10% but less than 2K would
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Details of the taxation of the Group for 2017 are set out in note 7 to the selected financial statements notes.
\

E ¢qs aj erhe Balance Sheg¢ Dy e

Details of the events after the balance sheet date of the Group will be set out in the relevant notes to the
financial statement to be included in the annual report published by the Company in due course.

Cap', a' Reser ¢ SarpWws Reser ¢and Speda' Reser ¢

Details of capital reserve, surplus reserve and special reserve of the Group for 2017 will be set out in the
relevant notes to the financial statement to be included in the annual report published by the Company in
due course.

D‘§ r*b.lt ab'e Reser N

As at 31 December 2017, the distributable reserves (undistributed profits) of the Company amounted to
RMB606.27 million.

The Board proposed to allocate 10% of the profit after tax to the statutory surplus reserve in accordance with
the Company Law and the Articles of Association, without withdrawing from the discretionary common
reserve.

Ma s r Ga§ 1 mers and Sapp" ers

For the year ended 31 December 2017, total sales to the five largest customers of the Company accounted for
approximately 7.84% of the total revenue for the year, while the total sales to the largest customer accounted
for approximately 2.08% of the total revenue for the year.

For the year ended 31 December 2017, the total purchase from the five largest suppliers of the Company
accounted for approximately 2.85% of the cost of sales for the year, while the total purchase from the largest
supplier accounted for approximately 0.73% of the cost of sales for the year.

During 2017, none of the Directors, their close associates or, to the knowledge of the Directors, any
Shareholders of the Company holding more than 5% of the issued share capital of the Company had any
interest in any of the five largest customers or suppliers of the Group.

The construction contracting customers of the Group mainly include universities, hospitals, civil aviation
authorities, other government agencies and public institutions, state-owned enterprises and large property
development companies in the PRC. The Group has been able to establish long-term and stable relationships
with customers by leveraging the track record of providing high-quality, timely and safe construction
contracting services. Most of the large customers have cooperated with the Group for multiple times, and the
Group’s longest cooperation with existing customers has been over 30 years. As at the end of the Reporting
Period, the Group had over 600 customers to whom it has provided services in two or more projects. The
Group will continue to designate members of senior and mid-level management maintain relationships with
major clients by conducting periodic visits to collect their feedback, understand their needs and learn about
their new projects. The Group typically wins contracts for the construction services through bidding and
tender procedures.

— 36 —



The customers of the Group’s property development business are mainly individuals who are purchasing
residential or commercial properties. The Group conducts sales and marketing activities primarily through its
own sales teams and sales agents. The Group’s primary sales promotion methods are Internet advertisements,
print materials, indoor exhibitions, outdoor advertisements and proactive engagement with target customers.
Customers are given the option to pay the purchase price for property as a lump sum or to finance their
purchase through a mortgage. In line with market practice, the Group makes arrangements with various banks
to provide mortgage loans to customers, and provides guarantees for customers’ mortgage loans.

The Group’s procurement of raw materials and leasing of equipment and machinery are typically conducted
either through a bidding process or directly from suppliers selected from a list of qualified suppliers. Since
April 2016, the majority of such biddings have been conducted through Yuncai Network, a business-to-
business online procurement platform developed, operated and owned by the Group. In addition, the Group’s
membership in the China Construction Industry Association also offers it access to a broader range of suppliers.

During the Reporting Period, the Group maintained good cooperation with major customers and suppliers.
The Group kept close connection with customers and suppliers, and established a wide range of channels,

including telephone, email and physical meeting to communicate with them on an ongoing basis, so as to
obtain their feedbacks and suggestions.

Emp' yees

Employees are the key to the Group’s sustainable development. For details of the Group’s employees, please
refer to “Directors, Supervisors, Senior Management and Employees — Staff Information” on page 79 to
page 80.

Ban< Li ans and Qh er Birn Wl% S

Details of bank loans and other borrowings of the Group as at 31 December 2017 will be set out in the relevant
notes to the financial statement to be included in the annual report published by the Company in due course.

En rag ed Depi o s and O grdwe T'me Depy 8, s

As at 31 December 2017, the Group had neither entrusted deposits in financial institutions in the PRC nor
had it failed to collect any time deposits upon maturity.

E{ erna' Dy nqla n

In 2017, the Company donated a total of RMB(0.22 million to local charities and governments of impoverished
counties.
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Direg 1 rs, Saper 1 rs and Sen's r Mang, emer

Set out below are details of the Directors, Supervisors and senior management of the Company in 2017:

Name

D reg . rs
Executive Directors
Mr. Li Baozhong
Mr. Shang Jinfeng
Ms. Liu Shuzhen

Mr. Liu Yongjian
Non-executive Directors
Mr. Li Baoyuan

Mr. Cao Qingshe

Independent Non-executive
Directors

Pidtin'nhe Ci mpany

Chairman and Executive Director
Executive Director and President
Executive Director, Vice President and

Chief Economic Officer

Executive Director and Vice President

Honorary Chairman and Non-executive Director
Vice Chairman and Non-executive Director
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25 October 2010
31 March 2017
20 December 2013

20 December 2013

26 October 1997
25 October 2010



(hag e[ Dregirs, Saper & rs and Sen's r Mang, emen

On 26 March 2018, as nominated by the Board of Supervisors, Mr. Yu Xuefeng was proposed to be elected as
a supervisor of the first session of the Board of Supervisors, for a term commencing from the date of approval
at the general meeting to the expiration of the term of the current session of the Board of Supervisors. The
resignation of Mr. Mao Yuanli as a supervisor and the chairman of the first session of the Board of Supervisors
shall be effective from the commencement of the term of office of Mr. Yu Xuefeng.

Save as disclosed above, there were no other change of Directors, Supervisors and senior management as at
the date of this announcement.

Blig, raphles ith e D'reg 1 rs, Saper '& rs and Sen's r Mang, emer

Biographies of the Directors, Supervisors and senior management of the Company are set out on page 67 to
page 78 of this announcement.

Ser 1¢e Ciqprag s1iheDiregrsand Saper 1&g rs

Each of the Directors and Supervisors has entered into a service contract with the Company. The principal
particulars of these service contracts: (1) include the term of appointment, which commences from the date
of appointment and ends on the date of expiry of the current session of the Board/Board of Supervisors; and
(2) are subject to termination in accordance with the respective terms.

Save as disclosed above, none of the Directors or Supervisors has or is proposed to enter into a service contract
with any members of the Group (other than contracts expiring or determinable by the employer within one
year without the payment of compensation other than statutory compensation).

Renmnerg'in ith e D'reg 1 rs, Saper '& rs and Ser's r Mang, emer)

The Directors and Supervisors of the Company receive compensation in the form of fees, salaries, pension
scheme contributions, discretionary bonus, housing and other allowances and benefits-in-kind.

Details of the Directors, Supervisors and the five highest paid individuals of the Group will be set out in
the relevant notes to the financial statement to be included in the annual report published by the Company
in due course.

During the Reporting Period, the remuneration of the senior management (except for Ms. Wong Wai Ling, one
of the joint company secretaries of the Company who serves as the assistant vice president of SW Corporate
Services Group Limited) whose biographies are included in “Biographies of the Directors, Supervisors and
Senior Management” in this announcement is disclosed in the corporate governance report herein.

Iy ereg s 1 Direg 1 rs and Saper ' rs'n Transag!s ns, Arrag, emen s r Cixj rag s
During the Reporting Period, the Group has not directly or indirectly entered into any major transactions,

arrangements or contracts relating to the business of the Company, in which the Directors, Supervisors or any
of their connected entities have material interests, which still remain valid during or by the end of the Year.
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I} ereg s 1 Direg i rs, Saper 1& rs and Senty r Mang, emer} 'n Cimp¢ ' Bad nesses

During the Reporting Period, none of the Directors, Supervisors and their associates had any interests in any
business which competes or is likely to compete directly or indirectly with the business of the Group or had
any other conflicts of interest with the Group.

During the Reporting Period, none of the senior management of the Company or their associates had any
interests in any business which competes or is likely to compete directly or indirectly with the business of
the Group or had any other conflicts of interest with the Group.

Ir} ereg s and Sh i Py s‘tla ns .t D‘re(i 115, Saper la. rs and (hlet Egec.ltl N ithe C mpanylnthe
Shares, Under'yly, Shares and Debenwres. Ith e Cympanwand} s Assid g ed Cyrpirglins

As at 31 December 2017, save as disclosed in “Directors, Supervisors, Senior Management and Employees”
in this announcement, none of the Directors, Supervisors and Chief Executives of the Company had any
interests and/or short positions in Shares, underlying Shares and debentures of the Company or its associated
corporation (within the meaning of Part XV of the SFO) which will have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which he has 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 will be required, pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers set out under Appendix 10 to the
Listing Rules (“Mi de! Ci de”) to be notified to the Company and the Stock Exchange.

Rph, s 1 Direg i rs and Saper '&irs; 1 A@w!re Shares r Debenwres
None of the Directors and Supervisors or their respective associates were granted by the Company or its
subsidiaries any right to acquire Shares or debentures of the Company or any other body corporate, or had

exercised any such rights.

Fnand a', Bad ness and Fam''wRe'g 1y ndlp ami g D'reg o rs, Saper & rs and Sen's r Mang, emer
Members

As at the date of this announcement, Mr. Li Baozhong, an executive Director, and Mr. Li Baoyuan, a non-
executive Director, are brothers. Mr. Li Baoyuan, a non-executive Director, is the father of Mr. Li Wutie,
who is a senior management member, and Mr. Li Baozhong is the uncle of Mr. Li Wutie. Save for disclosed
above, there are no financial, business or family relationships among the Directors, Supervisors and senior
management members of the Company.

Insarance. 1 D regirs

As at the date of this announcement, the Company maintained valid directors insurance for its Directors.
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Ill ereg s and $h, i Py §t1| ns ! Sa bi allla‘. Sh ardhi 'ders!n Sh ares and Under‘.)l% $h ares
For details of shareholding of substantial shareholders in the Company, please refer to “Changes in Share

Capital and Information of Shareholders-Interests and Short positions of Substantial Shareholders in the
Shares and Underlying Shares of the Company” on page 51 to page 52.

Pre-emptl QAR,Eht and Sh are Optlo n Arra% emei} s

During 2017, the Company had no pre-emptive right and share option arrangements. There are no specific
provisions under the PRC laws or the Articles of Association of the Company in relation to pre-emptive rights.

CimpYance wih heNin-compg''vn Undeg ac'ip sbyhe G 'y Shard'ders
The Company received the confirmation letters from Mr. Li Baoyuan, Zhongru Investment and Qianbao

Investment, confirming that, in 2017, Mr. Li Baoyuan, Zhongru Investment and Qianbao Investment have
fully complied with all undertakings given by them to the Company under the non-competition undertakings.
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The principal terms of the Labor Subcontract Framework Agreement include: (1) the pricing policy (see
below); (2) relevant subsidiaries or associated companies of both parties will enter into separate underlying
agreements which will set out the specific terms and conditions according to the principles provided in the
Labor Subcontract Framework Agreement; and (3) the Labor Subcontract Framework Agreement is valid
for a term of three years from the Listing Date and can be renewed for another three years upon its expiry
as agreed by relevant parties to the agreement.

In accordance with the Labor Subcontract Framework Agreement, the total subcontract fee paid by the
Group to Baoding Tianli is determined based on the following pricing policy: when the Group subcontracts
labor supply for the construction projects, public bidding procedures will be applied. Prior to the bidding
procedures, the Group will publish announcements on its bidding invitation on public websites. There must
be at least three Independent Third Party bidders attending the bidding procedures, otherwise the bidding
will be canceled. The review panel for any bidding will consist of experts selected by the Group as well as
the project manager, and the comparable quoted bidding prices (including subcontract service fees, labor
wages and social insurance expenses, taxation, auxiliary materials and tools costs, and other fees) is an
important, but not the only, factor to be considered. The review panel will also take into consideration factors
including, but not limited to, the bidder’s sufficient licenses and qualifications, business scale and capacities
and its historical results, as well as make reference to prevailing market terms and prices. The bidder with
the highest score comprehensively determined by the review panel wins, and the bidding price offered by
the bidder will be implemented. Therefore, only in the event that Baoding Tianli wins the bidding with the
highest score determined by the review panel, the Group will enter into business agreements with Baoding
Tianli under the Labor Subcontract Framework Agreement.

Application has been made by the Company to the Stock Exchange for the waiver from compliance with the
announcement and independent Directors’ approval requirements under Chapter 14A of the Listing Rules in
relation to the above connected transaction, with the condition that the total transaction amount of the non-
exempt continuing connected transaction for each of 2017, 2018 and 2019 shall not exceed the annual caps
set out in the Prospectus; the Stock Exchange has granted the above waiver.

During the Reporting Period, the waiver approved by the Stock Exchange for the total subcontract fees of the
connected transaction was capped at RMB2,000 million for 2017. The actual total transaction amount under
the above agreement between the Group and Baoding Tianli was RMB1,918 million for 2017.

Cinfrmg'vn buIndependery Nin-eseon! ¢Diregrs

The independent non-executive Directors of the Company have reviewed the above continuing connected
transaction and confirmed that the transaction was conducted in the ordinary course of business of the Group
and on normal commercial terms or better, or where there were no sufficient comparable transactions to judge
whether they are on normal commercial terms, on terms to the Company no less favorable than term available
to or from (as appropriate) Independent Third Parties, and the transaction was conducted in accordance with
the relevant agreement governing the transactions, on fair and reasonable terms and in the interests of the
Shareholders of the Company as a whole.
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Aw dlt 1 r’s L?t er

Pursuant to Rule 14A.56 of the Listing Rules, the Company has appointed Ernst & Young (“EY”) as the
auditor to report on the continuing connected transactions of the Group in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. Based on the works performed, EY has issued the letter to the Board confirming that,
in respect of the continuing connected transaction disclosed above:

(a)  nothing has come to EY’s attention that causes it to believe that the disclosed continuing connected
transaction has not been approved by the Board;

(b)  nothing has come to EY’s attention that causes it to believe that the transaction was not, in all material
respects, conducted in accordance with the pricing policies of the Group;

(c) nothing has come to EY’s attention that causes it to believe that the transaction was not entered into,
in all material respects, in accordance with the relevant agreements governing such transactions;

(d)  in connection with the total amount of the continuing connected transaction disclosed above, nothing
has come to EY’s attention that causes it to believe that such continuing connected transaction has
exceeded the annual cap set by the Company.

Save as disclosed above, the Company and its connected parties did not enter into any other non-exempt
connected transactions during the Reporting Period.

Aw dlt C mm‘tt ee

The Audit Committee of the Board has reviewed the annual results of the Company for 2017 and the
consolidated financial statements for the year ended 31 December 2017 prepared under the IFRSs.

Scipest Win 1t Messrs. Erng & Yiugg

The figures in respect of the Group’s consolidated statement of financial position, consolidated statement of
profit or loss and other comprehensive income and the related notes thereto for the year ended 31 December
2017 have been agreed by the Company’s auditors to the amounts set out in the Group’s consolidated financial
statements for the year. The work performed by the Company’s auditors in this respect did not constitute
an assurance engagement in accordance with Hong Kong Standards on Auditing, Hong Kong Standards on
Review Engagements or Hong Kong Standards on Assurance Engagements issued by the Hong Kong Institute
of Certified Public Accountants and consequently no assurance has been expressed by the Company’s auditors
on this preliminary results announcement.

Acciw 1}1% Pilcn
The critical accounting policies adopted by the Company in the preparation of the consolidated financial

statements for 2017 are the same as those adopted for the consolidated financial statements for the year
ended 31 December 2016.
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A'.ldltol‘

Zhongxingcai Guanghua Certified Public Accountant LLP was the auditor of the Company for the annual
financial statements for 2015 and 2016 under the CASBE.

In January 2017, the Board decided to appoint Ernst & Young as the reporting accountant for the Listing of
the Company.

In November 2017, the Board decided to appoint Ernst & Young as the auditor of the Company for 2017
under the IFRSs and Ernst & Young Hua Ming LLP as the auditor of the Company for the audit of the
annual financial report for 2017 under the CASBE. The proposed appointments were approved at the ninth
extraordinary general meetings for 2017 of the Company and became effective.

In March 2018, the Board proposed to appoint Ernst & Young as the auditor of the Company for 2018 under
the IFRSs and Ernst & Young Hua Ming LLP as the auditor of the Company for the audit of the annual
financial report for 2018 under the CASBE for a term commencing from the date of conclusion of the 2017
general meeting to the date of conclusion of the 2018 general meeting. The proposed appointments shall
become effective upon approval at the 2017 general meeting of the Company.

By order of the Board
Hebe Cing mglynGriwp Cirpirglin Dt ed
I} Ba) 4 B
Chairman
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REPORT OF BOARD OF SUPERVISORS

In 2017, the Board of Supervisors of the Company adhered to the principle of good faith, diligently performed

its supervisory duties and effectively safeguarded the legitimate rights and interests of the Company, the

Shareholders and employees based on the principle of accountability to all Shareholders of the Company, in

strict compliance with relevant rules and regulations such as the Company Law, the Articles of Association

and the Rules of Procedure of the Board of Supervisors. The work report of the Board of Supervisors is as

follows:

1.

MEETINGS

On 31 March 2017, the first meeting of the first session of the Board of Supervisors was convened
onsite at the headquarters of the Company by the Board of Supervisors of the Company. 5 Supervisors
were entitled to attend the meeting and 5 Supervisors were present. The procedures for convening and
holding the meeting were in compliance with the provisions of the Articles of Association and the Rules
of Procedure of the Board of Supervisors. The meeting considered and approved the “Resolution on
Election of Chairman of the First Session of the Board of Supervisors of Hebei Construction Group
Corporation Limited”.

On 5 June 2017, the first meeting of the first session of the Board of Supervisors was convened onsite
at the headquarters of the Company by the Board of Supervisors of the Company. 5 Supervisors were
entitled to attend the meeting and 5 Supervisors were present. The procedures for convening and
holding the meeting were in compliance with the provisions of the Articles of Association and the
Rules of Procedure of the Board of Supervisors. The meeting considered and approved the “Resolution
on Review of the Rules of Procedure of the Board of Supervisors (Draft) Applicable after Overseas
Public Offering of Shares and Listing of the Company™.

ATTENDANCE OF IMPORTANT MEETINGS

In 2017, the Supervisors attended 10 general meetings as required and were present at 22 Board
meetings as non-voting delegates. By attending these important meetings, the Supervisors not only
developed insights into the operation and management of the Company, but also actively participated
in the consideration and discussion of resolutions and put forward their opinions and suggestions in
a responsible manner, thus effectively supervised the procedures for convening these meetings and
the discussion of proposals.

ROUTINE INSPECTIONS AND RESEARCHES

In 2017, the Board of Supervisors continually monitored the compliance of the Company’s operation
to ensure that the internal operation was in line with regulations and listing requirements.

INDEPENDENT OPINIONS AND SPECIAL EXPLANATIONS

(I)  Having monitored the performance of duties of the Directors and senior management members of
the Company and the legal compliance of the operation of the Company, the Board of Supervisors
was of the view that the Board of the Company was able to make decisions according to the laws
and in strict compliance with various requirements such as the Company Law and the Articles
of Association and the major business decision-making procedures of the Company were lawful
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(2)

(3)

(4)

(%)

and valid; that the Company further optimized and improved various internal management
systems and internal control mechanisms; that the Company disclosed significant information
about the Company in a timely manner pursuant to the securities regulatory requirements such
that the information disclosure was in compliance with regulations and the securities trading
system for the informed parties of insider information was in place properly; that the Directors
and senior management members were able to implement diligently and thoroughly relevant
laws and regulations, the Articles of Association and the resolutions of the general meetings
and the Board during the performance of the duties for the Company in a faithful, pioneering
and ambitious manner; and that no Directors or senior management members of the Company
were found to have violated the laws, regulations or the Articles of Association or harmed the
interests of the Company and the rights and interests of the Shareholders when performing their
duties.

By communicating with the accounting firms in charge of the audit and review services for the
Company, the Board of Supervisors examined the Company’s financial statements, considered
its periodic reports and the audit report of the accounting firm, regularly listened to the report
of the internal audit department of the Company on the progress of internal audit work, and
carried out effective supervision and inspection on the Company’s financial management and
operation through on-site inspection, research, etc. The Board of Supervisors was of the view
that the Company had a sound financial system, regulated management practices and reasonable
spending of fees during 2017.

The Board of Supervisors monitored the utilization of the proceeds by the Company. It was
of the view that the Company was able to manage and utilize the proceeds in accordance with
national laws and regulations as well as the commitments made in the Prospectus. The Board
of Supervisors will continue to oversee and inspect the utilization of the proceeds.

The Board of Supervisors monitored the related party transactions and connected transaction
conducted by the Company. It was of the view that such transactions were conducted in
accordance with the Company Law, the Hong Kong Listing Rules as well as the Company’s
Articles of Association and the Rules Governing Connected Transactions, and that the pricings
of these related party transactions and connected transaction were fair, without violating the
principles of openness, fairness and impartiality, and did not harm the interests of the Company
and its minority Shareholders.

The Board of Supervisors made a special explanation of the Company’s internal control. It was
of the view that in 2017, the internal control system of the Company underwent continuous
enhancement, the evaluation of the internal control was effectively implemented and the internal
control continued to improve as a whole, hence it was able to provide a reasonable assurance
regarding the achievement of the internal control objective.
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SIGNIFICANT EVENTS

Cin Q{l‘ B th e 2017 Anm a' Genera' Meetllg

The 2017 annual general meeting of the Company will be convened at 9:00 a.m. on Monday, 25 June 2018
at No. 329 Wusixi Road, Jingxiu District, Baoding City, Hebei Province, the PRC. The notice and circular
of convening the 2017 annual general meeting will be despatched in due course.

Choaren ! Re ! er: ! Members

In order to ascertain the entitlements of the Shareholders to attend and vote at the 2017 annual general
meeting, the register of members of the Company will be closed from Saturday, 26 May 2018 to Monday, 25
June 2018 (both days inclusive), during which period no transfer of Shares of the Company will be effected.
To be eligible to attend and vote at the 2017 annual general meeting, all properly executed share transfer
documents accompanied by the relevant share certificates must be lodged with the Company’s H Share
Registrar in Hong Kong, Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration by holders of H Shares no later than 4:30 p.m. on Friday, 25 May 2018.
Mar th’g zlla n, Arb‘t rzlln n and Issxes Genera''y Qu e§1| ned byth e Med a

During the Reporting Period, the Group was not involved in any major litigation, arbitration and issues
generally questioned by the media. The Directors were also not aware of any pending or potential significant
litigations or claims.

Mlsappr.pl*qhnaiFunds and S¢, ‘emer} Prig ress Darip The Repi gl Perlid

During the Reporting Period, the Company was not involved in any misappropriation of funds and settlement
progress.

Ban« mp cyand Rei mgw rl%
During the Reporting Period, the Company did not engage in any bankruptcy and restructuring.
TRANSACTIONS OF ASSETS AND MERGERS OF ENTERPRISES

During the Reporting Period, the Company was not involved in any transactions of assets and mergers of
enterprises.

EQUITY INCENTIVES SCHEME OF THE COMPANY AND ITS IMPACT
During the Reporting Period, the Company did not have any equity incentives scheme.
MATERIAL CONTRACTS

During the Reporting Period, the Company entered into the following material contracts with the controlling
shareholders and their subsidiaries, details of which were set out in the Prospectus:

(1)  the reorganization agreement dated 5 January 2017 entered into between the Company, Zhongru
Investment, Qianbao Investment and Zhongming Zhiye in relation to the reorganization of the Group;
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(2)  the underwriting agreement dated 4 December 2017 relating to the Hong Kong public offering of the
Company and entered into by, among others, the Company, the controlling shareholders and the Hong
Kong underwriters as set out in the Prospectus; and

(3)  the underwriting agreement dated 9 December 2017 relating to the international public offering of
the Company and entered into by, among others, the Company, the controlling shareholders and the
international underwriters as set out in the Prospectus.

Save as disclosed above and disclosed in “Report of the Directors — Connected Transactions” in this
announcement, the Company or any of its subsidiaries had not entered into any material contracts with the
controlling shareholders or any of their subsidiaries other than the Group, and the Group did not have any
material service contracts with the controlling shareholders or any of their subsidiaries other than the Group.

EQUITY RIGHTS HELD IN OTHER LISTED COMPANIES

During the Reporting Period, the Company did not hold any equity rights in other listed companies.
DEALINGS IN THE SHARES OF OTHER LISTED COMPANIES

During the Reporting Period, the Company did not deal in the shares of other listed companies.
EXPOSURE TO RISKS OF SUSPENSION AND TERMINATION OF LISTING

During the Reporting Period, the Company was not involved in any circumstances which may lead to
suspension or termination of Listing, nor involved in any detailed arrangement and planning of investor
relations management as a result of suspension or termination of Listing.

SIGNIFICANT SUBSEQUENT EVENTS

On 5 January 2018, the Over-allotment Option stated in the Prospectus was partially exercised for 28,049,500
additional H Shares, representing approximately 6.47% of the offer shares initially offered for subscription
under the global offering, to cover over-allocations in the international offering of the Company. As at the
date of this announcement, the total share capital of the Company was RMB1,761,383,500, divided into
1,761,383,500 Shares with a nominal value of RMB1.00 each.

The revised Articles of Association, which were passed and adopted by the Company on 10 November 2017,
came into effect on 12 January 2018.

Save as disclosed in this announcement, from 1 January 2018 to the date of this announcement, there were
no significant subsequent events.
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CHANGES IN SHARE CAPITAL AND INFORMATION OF SHAREHOLDERS
Share Cap!, a'

The overseas listed foreign shares of the Company (H Shares) were listed on the Main Board of the Stock
Exchange on 15 December 2017, with a total share capital of 1,733,334,000 Shares. On 5 January 2018, the
over-allotment options as stated in the Prospectus were partially exercised for the allotment of 28,049,500
H Shares. As a result, the share capital increased to 1,761,383,500 Shares.

As at the date of this announcement, the registered share capital of the Company was RMB1,761,383,500,
divided into 1,761,383,500 ordinary Shares with a nominal value of RMB1.00.

II} ereg s and $h 't Py s‘tla ns, 1D reg . rs, Saper 1&. rs and Chlef Egeo.ltl Qﬁl nth e $h ares, Under‘.)l%
Sharesr Deberpures f he Ci mpanwand) s assi d g4 ed crpirg i ns

As at 31 December 2017, the interests and short positions of the Directors, the Supervisors and chief executives
of the Company in the Shares, underlying Shares or debentures of the Company or its associated corporations
(as defined in Part XV of the SFO (Chapter 571 of the Laws of Hong Kong)) which were (i) required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to have under such provisions of the
SFO); or (ii) recorded in the register kept under Section 352 of the SFO; or (iii) required to be notified to
the Company and the Stock Exchange pursuant to the Model Code are as follows:

Lig prdlinsinhe Shares, ithe Cimp any

Name lth e reg s,
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Mr. Li Baoyuan' Qianbao Investment®  Beneficial owner 45,000,000 shares  Long position 90.00%
Zhongru Investment®  Interest in controlled 231,000,000 shares  Long position 100.00%

corporation

Mr. Li Baozhong Qianbao Investment*  Beneficial owner 5,000,000 shares  Long position 10.00%
Mr. Cao Qingshe Zhongru Investment®  Beneficial owner 5,000,000 shares  Long position 2.16%
Mr. Shang Jinfeng Zhongru Investment®  Beneficial owner 1,000,000 shares ~ Long position 0.43%
Ms. Liu Shuzhen Zhongru Investment®  Beneficial owner 2,000,000 shares  Long position 0.86%
Mr. Liu Yongjian Zhongru Investment®  Beneficial owner 2,000,000 shares  Long position 0.86%
Mr. Mao Yuanli Zhongru Investment®  Beneficial Owner 997,920 Shares  Long Position 0.43%
Mr. Liu Jinggiao Zhongru Investment®  Beneficial Owner 498,960 Shares  Long Position 0.22%
Mr. Yue Jianming Zhongru Investment®  Beneficial Owner 498,960 Shares  Long Position 0.22%

1. Mr. Li Baoyuan directly holds 90% of the equity interests in Qianbao Investment, which directly holds 43.63% of the equity
interests in Zhongru Investment. In addition, each of the 119 individuals holding in aggregate the remaining 56.37% of the
equity interests in Zhongru Investment have respectively undertaken that they have followed since the establishment of Zhongru
Investment or when they became a shareholder of Zhongru Investment, and will continue to follow Qianbao Investment in
exercising their voting powers at shareholders’” general meetings and all other rights of shareholders of Zhongru Investment.
Therefore, Mr. Li Baoyuan, through Qianbao Investment, is deemed to be interested in 100% of the equity interests, or
231,000,000 shares, in Zhongru Investment.

2. The total share capital of Qianbao Investment is 50,000,000 shares.

3. The total share capital of Zhongru Investment is 231,000,000 shares.

Save as disclosed above, so far as any Directors, Supervisors or chief executives of the Company are aware,
as at 31 December 2017, none of the Directors, Supervisors or chief executives of the Company had any
interests or short positions in the Shares, underlying Shares or debentures of the Company or its associated
corporations (as defined in Part XV of the SFO) which were (i) required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such provisions of the SFO); or (ii) recorded in the
register kept under Section 352 of the SFO; or (iii) required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

Rph, s t Direg v rs and Saper 'sirs; 1 A@w!re Shares r Deberjwres

As at 31 December 2017, none of the Directors or Supervisors or their respective spouses or children under
the age of 18 was granted any rights to acquire benefits by means of acquisition of Shares or debentures
of the Company, nor exercised any such rights. The Company or any of its subsidiaries did not make any
arrangement to enable the Directors or their respective spouses or children under the age of 18 to acquire
such rights from any other body corporate.
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As at 31 December 2017, the following person