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If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Appendix IX — Documents to be Delivered to the Registrar of Companies in Hong Kong
and Available for Inspection” in this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of Companies
in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and us on the Price
Determination Date. The Price Determination Date is expected to be on or around Wednesday, 16 December 2020 (Hong Kong time) and, in any event, not later than
Thursday, 24 December 2020 (Hong Kong time). The Offer Price will be not more than HK$6.75 and is currently expected to be not less than HK$6.25. If, for any
reason, the Offer Price is not agreed by Thursday, 24 December 2020 (Hong Kong time) between the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and us, the Global Offering will not proceed and will lapse. Investors applying for Offer Shares must pay, on application, the maximum Offer Price of
HK$6.75 per H Share, unless otherwise announced, together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005% subject
to refund if the Offer Price finally determined is lower than HK$6.75 per H Share.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, with the consent of our Company, reduce the number of Offer Shares
being offered under the Global Offering and/or the indicative Offer Price range below that stated in this prospectus at any time on or prior to the morning of
the last day for lodging applications under the Hong Kong Public Offering. In such a case, an annou t will be published at our at http://cnglj.com
and the website of the Stock Exchange at www.hkexnews.hk not later than the morning of the day which is the last day for lodging applications under the Hong
Kong Public Offering. For further information, see the sections headed “Structure and Conditions of the Global Offering” and ‘“How to Apply for Hong Kong
Offer Shares” in this prospectus.

We are incorporated, and all of our businesses are located, in the PRC. Potential investors should be aware of the differences in legal, economic and financial systems
between the PRC and Hong Kong and that there are different risk factors relating to investments in PRC-established companies. Potential investors should also be aware
that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different market nature of our
H Shares. Such differences and risk factors are set out in the section headed “Risk Factors” in this prospectus, and “Appendix V — Summary of Principal Legal and
Regulatory Provisions” and “Appendix VI — Summary of Articles of Association” in this prospectus. Prior to making an investment decision, potential investors should
consider carefully all of the information set out in this prospectus, including the risk factors set out in the section headed “Risk Factors” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Sole Sponsor and/or the Joint Global
Coordinators (for themselves and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in our Shares commences
on the Stock Exchange. For further details, please see the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Underwriting
Agreement — Grounds for termination” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United States and may not be offered, sold,
pledged or transferred within the United States. The Offer Shares may be offered, sold or delivered outside the United States in offshore transactions in accordance with
Regulation S under the U.S. Securities Act.
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EXPECTED TIMETABLE®?* *)

If there is any change in the following expected timetable of the Global Offering, our
Company will issue an announcement in Hong Kong to be published on the website of the Stock
Exchange at www.hkexnews.hk and on the website of our Company at http://cnglj.com.

Hong Kong Public Offering commence and WHITE and
YELLOW Application Forms available from.......... ... ... ... ... .... 9:00 a.m.
on Friday, 11 December 2020

Latest time for completing electronic applications under the HK
eIPO White Form service through one of the

below waysV"¢ 2:

(1) the designated website www.hkeipo.hk

(2) the IPO App, which can be downloaded by searching “IPO
App” in App Store or Google Play Store or downloaded at
www.hkeipo.hk/TPOApp or
www.tricorglobal.com/IPOAppP. ... ... ... .. .. . . . . . . 11:30 a.m.
on Wednesday, 16 December 2020

Application lists open™°™ ¥ 11:45 a.m.
on Wednesday, 16 December 2020

Latest time to lodge WHITE and YELLOW Application Forms

and give electronic application instructions to HKSCC™*# ... .. .. .. ... 12:00 noon

on Wednesday, 16 December 2020
Latest time to complete payment of HK eIPO White Form
applications by effecting internet banking transfer(s) or PPS
payment transfer(S). . . . . ... 12:00 noon

on Wednesday, 16 December 2020

Application lists CloSe . . . . .. e 12:00 noon
on Wednesday, 16 December 2020

Expected Price Determination Date™* > ... ... ... ... .. ..... Wednesday, 16 December 2020
Announcement of:

J the Offer Price;

. the level of applications in the Hong Kong Public Offering;

o the level of indication of interest in the International Placing; and
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. the basis of allocation of the Hong Kong Offer Shares

to be published on the website of the Stock Exchange at

www.hkexnews.hk and our website at
http://englj.com™° P on. . .. .. ... ... Tuesday, 29 December 2020

Results of allocations in the Hong Kong Public Offering (with

successful applicants’ identification document numbers, or

business registration numbers, where appropriate) to be

available through a variety of channels (see “How to Apply for
Hong Kong Offer Shares — 11. Publication of Results”) from ... Tuesday, 29 December 2020

Results of allocations in the Hong Kong Public Offering will be

available at www.tricor.com.hk/ipo/result (alternatively:
www.hkeipo.hk/TPOResult) or available at “Allotment Result”

fun

ction in the IPO App with a “search by ID/Business

Registration Number” function .. ......... ... ... ... .... Tuesday, 29 December 2020

H Share certificates in respect of wholly or partially successful
applications to be despatched or deposited into

CcC

ASS on or before™ 7 Tuesday, 29 December 2020

HK eIPO White Form e-Auto Refund payment
instructions/refund cheques in respect of wholly successful (if

applicable) or wholly or partially unsuccessful applications to
be despatched on or before™’¢ & (Note &) (Note 10) = =, Tuesday, 29 December 2020

Dealings in H Shares on the Stock Exchange expected to
commence at 9:00 a.m. On .. ... ... Wednesday, 30 December 2020

Notes:

All dates and times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the
Global Offering, including conditions of the Hong Kong Public Offering, are set out in the section headed
“Structure and Conditions of the Global Offering” in this prospectus.

If you have already submitted your application and obtained a payment reference number from the designated
website at or before 11:30 a.m., you will be permitted to continue the application process (by completing
payment of application monies) until 12:00 noon on the last day for submitting applications, when the
application lists close. You will not be permitted to submit your application through the designated website at
www.hkeipo.hk or IPO App after 11:30 a.m. on the last day for submitting applications.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday, 16 December 2020, the application lists will
not open or close on that day. For further details, please refer to the section headed “How to Apply for Hong
Kong Offer Shares — 10. Effect of Bad Weather and/or Extreme Conditions on the Opening of the Application
Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC

should refer to the section headed “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving
Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

— i1 =
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5. The Price Determination Date is expected to be on or about Wednesday, 16 December 2020 and in any event not
later than Thursday, 24 December 2020. If, for any reason, the Offer Price is not agreed between our Company
and the Joint Global Coordinators (for themselves and on behalf of the Underwriters) on or before Thursday, 24
December 2020, the Global Offering will lapse.

6. None of the website or any of the information contained on the website forms part of this prospectus.

7. No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates will only
become valid certificates of title provided that (i) the Global Offering has become unconditional in all respects
and (ii) the Underwriting Agreements have not been terminated in accordance with their respective terms prior
to 9:00 a.m. on the Listing Date. Investors who trade H Shares on the basis of publicly available allocation
details prior to the receipt of share certificates or prior to the share certificates becoming valid certificates of
title do so entirely at their own risk.

8. Applicants who apply for 1,000,000 or more Hong Kong Offer Shares and have provided all information
required by the Application Forms may collect their H Share certificates (where applicable) or refund cheque
(where applicable) from our H Share Registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on Tuesday, 29 December 2020. Applicants
being individuals who are eligible for personal collection must not authorise any other person to collect on their
behalf. Applicants being corporations who are eligible for personal collection must attend by their authorised
representatives each bearing a letter of authorisation from his/her corporation stamped with the corporation’s
chop. Both individuals and authorised representatives (if applicable) must produce, at the time of collection,
evidence of identity acceptable to H Share Registrar. Uncollected refund cheques and H Share certificates will
be despatched promptly by ordinary post to the addresses as specified in the applicants’ Application Forms at the
applicants’ own risk. Details of the arrangements are set out in the section headed “How to Apply for Hong
Kong Offer Shares” in this prospectus.

9. Applicants who apply through the HK eIPO White Form service and paid their application monies through
single bank accounts may have refund monies (if any) despatched to the application payment account, in the
form of e-Auto Refund payment instructions. Applicants who apply through the HK eIPO White Form service
and paid their application monies through multiple bank accounts may have refund monies (if any) despatched to
the address as specified in their application instructions to the HK eIPO White Form Service Provider, in the
form of refund cheques, by ordinary post at their own risk.

10. e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications and in respect of successful applications if the Offer Price is less than the price payable on
application.

The H Share certificates will only become valid certificates of title provided that: (i)
the Global Offering has become unconditional in all respects; and (ii) neither of the
Underwriting Agreements has been terminated in accordance with its respective terms prior
to 8:00 a.m. on the Listing Date (which is expected to be on or about Wednesday, 30
December 2020). Investors who trade our H Shares on the basis of publicly available
allocation details prior to the receipt of H Share certificates or prior to the H Share
certificates becoming valid certificates of title do so entirely at their own risk.
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SUMMARY AND HIGHLIGHTS

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety, and should be read in conjunction with the
full text of this prospectus. You should read this prospectus in its entirety before you decide to
invest in the Offer Shares. Information contained in our website, located at http://cnglj.com
does not form part of this prospectus.

There are risks associated with any investment. Some of the particular risks in investing
in the Offer Shares are set out in the section headed “Risk Factors” in this prospectus. You
should read that section carefully before you decide to invest in the Offer Shares. Various
expressions used in this summary are defined in the sections headed “Definitions” and
“Glossary of technical terms” of this prospectus.

OVERVIEW

We are an established Measuring and Cutting Tools trading centre operator in China. Our
Company was founded in 2003 and we own, operate and manage our Trading Centre located in
Qianyangxia Village, Wenqiao Town, Wenling City, Zhejiang Province, the PRC* (9 [ #7 /T 5 It
S8 T IR G S HTVE T #9). During the Track Record Period and as at the Latest Practicable Date, our
principal activity and source of revenue were primarily derived from property leasing business
through our operation of the Trading Centre for the Measuring and Cutting Tools industry. We
aim to expand such property leasing business in the Measuring and Cutting Tools industry into
the Industrial Park. Please refer to the section headed “Business — Our Business Expansion —
Measuring and Cutting Tools Industrial Park” for further details. Our Trading Centre is a
four-storey commercial complex with basement with a total GFA of approximately 74,204.7
sq.m., of which a total GFA of approximately 71,817.5 sq.m. is held for investment purpose and
a total GFA of approximately 2,387.2 sq.m. is held for our own offices.

According to F&S, China has introduced a number of policies facilitating manufacturing
industry in recent years. Machine tools industry is the foundation of industrial manufacturing. As
the key components for machine tools, the Manufacturing and Cutting Tools manufacturing
industry has been benefited from the prosperity of manufacturing industry which in turn has
driven the development of Measuring and Cutting Tools trading centre as the same provides a
centralised place for the trading of Measuring and Cutting Tools. In particular, according to The
Thirteenth Five year Plan of Intelligent Manufacturing (2016-2020)* (% e iE«+ = 1 ¥ @
HE(2016-2020)4)), intelligent manufacturing will become a long-term plan and strategy.
Traditional manufacturing will need to gradually transform into digital manufacturing. This
policy which aims to expedite the process of intelligent manufacturing will, according to F&S,
accelerate the upgrade or replacement of outdated manufacturing machine, in turn requiring
additional demand for the Measuring and Cutting Tools of higher product quality. For example,
traditional manufacturing market, such as aerospace which demands intelligent transformation, is
expected to have increased demand of Measuring and Cutting Tools products to develop high
precision CNC (Computerised Numerical Control) machine tools equipment industry and
products replacement. In addition, emerging manufacturing market, such as industrial robot
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using new generation of information technology and intelligent manufacturing, will require
additional demand of the machine tools and thus inspire the demand of the Measuring and
Cutting Tools. As a result of the increased demand of machine tools abovementioned, it is
expected that the manufacturers in the Measuring and Cutting Tools industry will be stimulated
to offer larger production volumes and higher product quality of Measuring and Cutting Tools,
and thus boosting the demands of the Measuring and Cutting Tools.

In addition, we have received supports from the Wenling Government. For example, our
Trading Centre was confirmed to be an important corporation in the tertiary sector that is the
primary focus of Wenling City. There was preferential policy with respect to use of land and tax,
under which government subsidy was granted to us historically. In addition, during the Track
Record Period, we received government grants primarily related to reward for the growth of tax
paid, quality merit and e-commerce incentive.

OUR BUSINESS MODEL

We lease the units in the First and the Second Floors to corporations and individuals selling
Measuring and Cutting Tools. We designate part of the Third Floor as the Electronic Business
Park to lease to the Measuring and Cutting Tools e-commerce business operators. We use the
Fourth Floor as our office and the basement as the car park. We also provide property
management service and support services, namely the Index and the Measuring and Cutting
Tools Financing Service, to our tenants.

With respect to rental fee, we primarily charge our tenants based on the successful bidding
amount that they offered during the public tender for the units of our Trading Centre. With
respect to property management service fee, we charge them in accordance with the tenancy
agreement.

One of the major development milestones of our Trading Centre is the grand opening of the
Electronic Business Park on the Third Floor in August 2016. Its main purpose is to provide an
open, low-cost and convenient trading platform for the e-commerce business operators in the
Measuring and Cutting Tools industry. We have successfully attracted certain remarkable
Measuring and Cutting Tools e-commerce business operators, one of which is Tools Union* (/]
HI§ ), which was chosen by Wenling Bureau of Commerce* (48 %5 7) as the e-commerce
model enterprise* (& ¥ 15/~ #i43) in 2016.
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Number of tenants and rental income

The table below provides a summary of the number of tenants as well as the rental income
generated by different floors (excluding the Fourth Floor) and the basement of our Trading
Centre as at/for the years ended 31 December 2017, 2018 and 2019 and for the six months ended
30 June 2019 and 30 June 2020:

As at/for the As at/for the
As at/for the years ended 31 December six months ended  six months ended
2017 2018 2019 30 June 2019 30 June 2020
Rental Rental Rental Rental Rental

No. of income  No.of income  No.of income No.of income  No.of income
tenants generated  tenants generated tenants generated tenants gemerated tenants generated

(RMB'000) (RMB'000) (RMB’000) (RMB'000) (RMB'000)
First Floor 354 33,553 360 35,654 357 36,467 359 18,243 357 14,488
Second Floor 167 7315 183 8455 184 8,628 183 4319 184 3467
Third Floor 69 703 69 704 69 736 69 368 70 398
Basement'"” - 1142 - 1,094 - 1,004 - 547 - 547
Total: 590 42,713 612 45907 610 46,925 611 23,477 611 18,900

The rental income generated was decreased by approximately 19.5% from RMB23.5 million
for the six months ended 30 June 2019 to RMB18.9 million for the six months ended 30 June
2020 mainly because of the one-off 35-day rental refund of approximately RMB4.5 million due
to the Epidemic.

Notes:

(1)  Despite that there was no tenant in the basement, the rental income generated from the basement of our
Trading Centre throughout the Track Record Period was primarily car parking fee from the tenants of our
Trading Centre.

Lease terms, expiry profile and renewal

Our standard tenancy agreement has a fixed term ranging from four to six years and 20
years. As at the Latest Practicable Date, the following table sets forth the information with
respect to lease expirations of our Trading Centre tenants that are scheduled to take place during
the calendar years indicated.
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Number of Percentage of

Calendar Year Leases” LFA leased® Leased Area

(in sq.m.) (%)

20214 71 2,090.0 10.7

2022 2 669.0 3.4

2023 1 40.0 0.2

2024 2 284.0 1.5

2025 (and afterwards)™ 596 16,464.6 84.2

Total® 672 19,547.6 100.0
Notes:

(1)  Assuming that new leases are not entered into upon expiration of the leases.

(2) The LFA leased included the LFA leased on the First Floor, the Second Floor and the Third Floor only,
excluding the basement of our Trading Centre.

(3)  With effect from 3 August 2020, a unit in Zone H which were initially leased to an existing tenant together
with other units has been transferred and leased to a new tenant.

(4) Inclusive of the existing and newly signed leases composed of (i) the leases as a result of Public Tender
(503 leases); (ii) the leases as a result of the renewal of the units in Zone G on the Second Floor (37
leases); (iii) the leases with a term of 20 years (54 leases); (iv) the lease renewed with respect to a unit for
logistics purpose near Zone A on the First Floor (one lease); and (v) the lease in relation to the unit as a
result of the conversion of an unutilised floor area on the Third Floor to LFA as disclosed in the paragraph
headed “Our Business Model — Occupancy rate — Note (6)” in this section (one lease) during and
subsequent to the Track Record Period.

(5) The LFA leased has increased from approximately 19,200.2 sq.m. as at 30 June 2020 to approximately
19,547.6 sq.m. as at the Latest Practicable Date as 19 units on the First Floor that were not leased to any
tenants before the 2020 Public Tender has been successfully leased out during the 2020 Public Tender.

As at 31 December 2017, 2018 and 2019, 30 June 2020 and the Latest Practicable Date, our
Trading Centre had 590, 612, 610, 611 and 614 tenants. During the years ended 31 December
2017, 2018 and 2019, 28, two and two lease agreements expired and 17, seven and 11 lease
agreements were prematurely terminated mainly because the tenants considered the rents were
higher than what they might afford, respectively, out of which 31, three and four leases were
taken up by the same tenant or by another tenant before the end of the year, respectively,
representing the renewal rate of approximately 68.9%, 33.3% and 30.8%, respectively. In respect
of the 31 leases renewed during the years ended 31 December 2017, they were renewed for a
term of five or six years. In respect of the three leases renewed during the year ended 31
December 2018, two of them were renewed for a term of one year while one of them was
renewed for a term of two years. The four leases renewed during the year ended 31 December
2019 were renewed for a term ranging from one to five years. There was no lease agreement
expired or prematurely terminated during the six months ended 30 June 2020.

Initially, for the year ending 31 December 2020, 482 lease agreements will expire,
representing approximately 71.3% of the leased area of our Trading Centre. In light of such
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expiration, we held the 2020 Public Tender to invite biddings for renting the units on the First
Floor and the Second Floor (excluding the units in Zone G on the Second Floor). According to
the results of the 2020 Public Tender, 344 units on the First Floor, representing 99.7% of the
total number of units on the First Floor available for bidding and 159 units on the Second Floor,
representing all of the units on the Second Floor available for bidding, have been successfully
leased out during the 2020 Public Tender. In addition, with respect to the 37 units available for
renewal in Zone G on the Second Floor, all of them have been successfully renewed. As a result
of the 2020 Public Tender and the renewal of the units in Zone G, we have achieved high
occupancy rates of approximately 99.8% and 100.0% for the First Floor and the Second Floor,
respectively.

Subsequent to the 2020 Public Tender and the renewal of the tenancy agreements with
respect to the units in Zone G, there will be no lease that will expire for the year ending 31
December 2020.

The tenancy agreements with respect to the 503 units leased out from the 2020 Public
Tender and 37 units renewed in Zone G are under substantially the same terms as their original
expiring tenancy agreements, with the major difference in the amount of rent as disclosed below:

(a) for the First Floor (excluding the 35-day rental refund), the average monthly effective
rent per sq.m. for the six months ended 30 June 2020 is RMB413.1, while the
expected average monthly effective rent per sq.m. effective from 1 November 2020
(being the general commencement date of the relevant new and renewed tenancy
agreements) is RMB422.5, representing an increase of approximately 2.3%. Such
slight increase was because the average monthly effective rent per sq.m. for the six
months ended 30 June 2020 for Zone A, B, C and D ranged from RMB376.8 to
RMB445.6 while the same are expected to be ranged from RMB385.9 to RMB461.0
effective from 1 November 2020; and

(b) for the Second Floor (excluding the 35-day rental refund), the average monthly
effective rent per sq.m. for the six months ended 30 June 2020 is RMB120.5, while
the expected average monthly effective rent per sq.m. effective from 1 November 2020
(being the general commencement date of the relevant new and renewed tenancy
agreements) is RMB193.4, representing an increase of approximately 60.5%. Such
increase was because (i) the expected average monthly effective rent per sq.m.
effective from 1 November 2020 for Zone E and F will be RMB235.4 and RMB224.0
which are higher than that of RMB159.7 and RMB144.7 for the six months ended 30
June 2020, respectively as a result of intense competition from the bidders since the
bidding process for the Second Floor started after the completion of the bidding of the
First Floor; and (ii) the rental rate for Zone G increased significantly from RMB60 per
month per sq.m. for the six months ended 30 June 2020 to RMBI120/RMB150 per
month per sq.m. effective from 1 November 2020.
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Having considered the following:

(i) our Company is able to maintain stable and high occupancy rates of the Trading
Centre during the Track Record Period, our Directors are confident to maintain the
high occupancy rates of our Trading Centre going forward;

(i) the market rental rates of our Trading Centre were on an increasing trend during the
Track Record Period;

(iii) the positive results from the 2020 Public Tender as disclosed above, thus there is a
strong demand on the units of our Trading Centre; and

(iv) based on the continuous projection of increase in average rent and LFA of the
Measuring and Cutting tools trading centres from 2020 to 2024 according to F&S as
set out in the sections headed “Industry Overview - Overview of Measuring and
Cutting Tools in China — Average Rent of Measuring and Cutting Tools Trading
Centre” and “Industry Overview — Overview of Measuring and Cutting Tools in China
— Total LFA of Measuring and Cutting Tools Trading Centres” in this prospectus, there
is a continuous growth of the industry and a continuous demand for Measuring and
Cutting Tools trading centres,

our Directors are of the view that there will not be any material reduction in occupancy rates
and rental rates of the Trading Centre going forward.

For further details of the lease expiration and the Public Tender, please refer to the sections
headed “Business — Our Business Model — Workflow of our property leasing business — (2)
Preparation of tenancy agreements — Lease expirations”, “Business — Our Business Model —
Workflow of our property leasing business — (1) tenant selection — public tender” and “Business
— Our Business Model — Workflow of our property leasing business — (4) 2020 Public Tender” in
this prospectus, respectively.

OUR CUSTOMERS

Our Trading Centre had 611 tenants as at 30 June 2020. Our tenants include an array of
manufacturers, suppliers, distributors and wholesalers in the industry of Measuring and Cutting
Tools.
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The following table sets forth the information regarding the occupancy rate illustrated by
LFA of our Trading Centre and the percentage of LFA leased to our tenants during the Track
Record Period:

As at 31 December As at 30 June
2017 2018 2019 2020

LFA LFA LFA LFA
LFA leased LFA leased LFA leased LFAY  leased
(sg.m.) (%) (sg.m.) (%) (sq.m.) (%) (sq.m.) (%)
First Floor” 8,043.3 939  §,0433 955 8,0433 055 8,0433 95.6
Second Floor” 7,665.5 899 77130 1000 7,713.0 998 77130 100.0
Third Floor ® 2,559.0 1000 2.559.0 1000 2,559.0 1000 3,819.0 100.0
Basement” 6,522.0 1000 6,383.7 1000 6,383.7 1000 6,383.7 100.0
Total/Weighted average ~ 24,789.8 948 24,699.0 98.5  24,699.0 98.5  25,959.0 98.6

Notes:

(H

2

3)

€

(5)

The First Floor comprised (a) Zone A, Zone B, Zone C and Zone D with a total area of approximately
7,551.3 sq.m.; and (b) value added service including a restaurant, a supermarket and banking facilities
with a total area of approximately 492 sq.m.. Such areas are counted in our LFA.

The LFA of the Second Floor increased by approximately 0.6% from 7,665.5 sq.m. as at 31 December
2017 to 7,713.0 sq.m. as at 31 December 2018 primarily because of a slight rearrangement and
modification of the usable area in the Second Floor.

The LFA of the basement decreased by approximately 2.1% from approximately 6,522.0 sq.m. as at 31
December 2017 to 6,383.7 sq.m. as at 31 December 2018 primarily because of a slight rearrangement and
modification of the usable area in the basement.

The LFA leased on the First Floor, the Second Floor and the Third Floor as at 30 June 2020 were
approximately 7,686.2 sq.m., 7,695.0 sq.m. and 3,819.0 sq.m. respectively, with the total LFA leased of
approximately 19,200.2 sq.m..

There was a floor area of approximately 10,000 sq.m. on the Third Floor to be utilised. The LFA on the
Third Floor increased from 2,559.0 sq.m. as at 31 December 2019 to 3,819.0 sq.m. as at 30 June 2020 due
to conversion of 1,260 sq.m. from such area to LFA which has been successfully leased to a tenant.

Given the above occupancy rates of our Trading Centre were already comparatively high
throughout the Track Record Period and is expected to at least maintain such high occupancy

rates in the future, the room for the revenue growth for our Trading Centre is little or limited,

unless our Company decides to increase the amount of rent. If so decided, it may, on the other

hand, attract certain uncertainties to the revenue of our Company. For further details, please
refer to the section headed “Risk Factors — Risks Relating to Our Business — During the Track

Record Period, our profitability has declined due to decrease in valuation gains of our

investment properties, and our prospects are dependent on various factors, including but not

limited to the appraisal value of our properties, limited revenue growth, increase in cash outflow

in respect of interests for the loan, our ability to execute our expansion plan successfully in light
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of the uncertainties involved in the establishment of the Industrial Park and our ability to cope
with the fierce market competition from different market players” of this prospectus.

COMPETITIVE LANDSCAPE

There are three types of business models in the Measuring and Cutting Tools market. They
consist of trading in (i) trading centres, (ii) independent shops; (iii) directly selling products
from manufacturers. According to F&S, the total sales revenue of trading Measuring and Cutting
Tools by the tenants of trading centres, independent shops and direct sales from manufacturers
accounted for approximately 14.6%, 61.5% and 23.9% of the total Measuring and Cutting Tools
market in the PRC in 2019, respectively. In 2019, in terms of trading centres, there were mainly
four large-scale trading centres in China including two trading centres not only sell measuring
and cutting tools, but also sell other hardware. The four trading centres mainly located in
Zhejiang, Jiangsu and Guangdong Provinces. There were two trading centres in Zhejiang
Province and one trading centre in Jiangsu and Guangdong Provinces, respectively.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success and
distinguish us from our competitors:

. established position of our Trading Centre in the PRC to capitalise on the Measuring
and Cutting Tools market in China;

. strong positioning to capture the growth potential of the Measuring and Cutting Tools
market in China;

. distinctive Controlling Shareholder and government support;

. our awards and accreditations consolidating our brand equity;

. stable tenant base allowing stable and recurring revenue source;

. our experienced management team; and

. diverse Measuring and Cutting Tools products offerings by our Trading Centre
effectively and extensively distributed regionally and nationally in the PRC.

OUR BUSINESS STRATEGIES AND FUTURE PLANS

We intend to maintain and further strengthen our position in the Measuring and Cutting
Tools industry and to expand our business by implementing the following business strategies:

. further strengthen our market position in the Measuring and Cutting Tools market;
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. further development of the Third Floor;

. transforming into the internet-enabled trading centre;

. further strengthening our recognition; and

. development of the Measuring and Cutting Tools Industrial Park.
DEVELOPMENT OF THE MEASURING AND CUTTING TOOLS INDUSTRIAL PARK
Background of the expansion plan — Measuring and Cutting Tools Industrial Park

According to the F&S Report, the Measuring and Cutting Tools industry is in demand of an
industrial park, primarily because (1) there is strong government support to develop a Measuring
and Cutting Tools industrial park; and (2) the existing Measuring and Cutting Tools industrial
park in Wenling City is immaturely developed.

Considering the above and leveraging our experience, knowledge and network through
years of being an active market player in the Measuring and Cutting Tools industry, our
Directors believe that the development of the Industrial Park is an excellent opportunity for us to
expand our business and capitalising our market positioning in the Measuring and Cutting Tools
industry.

On 28 December 2018, we successfully won the bid for the Land for the construction of the
Industrial Park. On 18 December 2018, we paid the bidding security deposit (#tH fR754E) of
RMB13,000,000. In January 2019, we paid RMB58,846,000 composed of (a) RMB50,500,000,
being the remaining balance of the total consideration of the acquisition of the Land; (b)
RMB1,996,000, being the related tax and surcharges; and (c¢c) RMB6,350,000, being the
performance bond of the Land Contract. We obtained bank loans with amount of approximately
RMB40.0 million and RMB57.0 million respectively from two third-party banks in the PRC to
finance such payment in January 2019. We have successfully obtained the real property
ownership certificate for the land dated 24 May 2019. We have also obtained the building permit
on 4 December 2019 and construction permit on 13 December 2019, respectively, prior to the
commencement of the construction of the Industrial Park. As advised by the PRC Legal
Advisers, as long as our Company complies with applicable legal requirements and procedures
in relation to filings and has obtained the relevant permits, there will be no material legal
impediment for us to obtain the relevant real property ownership certificate for the Industrial
Park.

We intend to look for the potential tenants of the Industrial Park that belong to the
Measuring and Cutting Tools manufacturing industry within the metallic tools manufacturing
industry and be able to comply with the relevant environmental requirements.
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We estimate that we shall invest a total of approximately RMB405.9 million into the
Industrial Park. The grand opening of the Industrial Park is expected to take place in the end of
2021.

Business model and difference in operating the Industrial Park as compared to our Trading
Centre

Our Trading Centre is primarily for product displaying and trading purposes, such that it
primarily targets to provide units for use as shops for the tenants to display, trade and promote
their products to their downstream customers. The size of the units in our Trading Centre is
comparatively small, generally ranging from 18-20 sq.m.. We also provide the Electronic
Business Park, an open, low-cost and convenient trading platform, for the e-commerce business
operators in the Measuring and Cutting Tools industry. In addition, support services, namely the
Index and the Measuring and Cutting Tools Financing Service, are also provided to our tenants.

On the other hand, the Industrial Park is mainly for manufacturing purpose that it targets to
provide units for use as factories and workshops, where upstream manufacturers would conduct
manufacturing and production of Measuring and Cutting Tools (as compared with our Trading
Centre where tenants therein primarily use the units as shops to conduct product display, trading
and promotion). It is expected that the size of the manufacturing units in the contemplated
Industrial Park is comparatively large, ranging from approximately 500 sq.m. to 2,000 sq.m. or
larger. In addition, we expect to provide financing service as well as professional support to the
tenants’ manufacturing business.

Considering the operation of the Industrial Park will primarily involve property leasing and
management, which is the type of business that our Trading Centre is principally engaged in, our
Directors are of the view that there will be no material difference in operating our Trading
Centre and the Industrial Park.

Our belief that Industrial Park could replicate the same success as our Trading Centre

In light of (1) our measures to attract manufacturers to relocate; (2) our Trading Centre and
the Industrial Park in the same Measuring and Cutting Tools industry and location; (3) our
experience and network in the Measuring and Cutting Tools industry; (4) no material difference
contemplated in operating our Trading Centre and the Industrial Park; and (5) the demand for the
Industrial Park, we believe that we have the potential to capture the business opportunity with
respect to the Industrial Park and replicate the same success as our Trading Centre.

1. Our measures to attract Measuring and Cutting Tools manufacturers to relocate
We contemplate to have the following measures to attract Measuring and Cutting tools
manufacturers to relocate to the Industrial Park: (a) lower rental rate, that the rent of the

Industrial Park manufacturing units will be in general comparable to or lower than the market
rate with discounts; (b) financial incentives, that our Directors may consider to offer discount on
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rent; and (c) active marketing strategies, that we intend to actively promote the distinctive
features contemplated in the Industrial Park.

For further details of the demand of the Industrial Park, please refer to section headed
“Business — Our Business Expansion — Measuring and Cutting Tools Industrial Park — Demand
for the Industrial Park and Measures to Attract Measuring and Cutting Tools manufacturers to
relocate”.

2. Our Trading Centre and the Industrial Park in the same Measuring and Cutting Tools
industry and location

Our Trading Centre and the Industrial Park both belong to the Measuring and Cutting Tools
industry and both locate in Wengiao Town. Our Company is knowledgeable of and well familiar
with the industry and the location.

3.  Our experience and network in the Measuring and Cutting Tools industry

Our Company (since its establishment in 2003) has long established network in this region
and acquainted with the market players in the industry. Our Controlling Shareholders include
Wengiao Town People’s Government. Hence, we believe we are in the position to utilise various
government initiatives and earn the trust of tenants.

4. No material difference contemplated in operating our Trading Centre and the Industrial
Park

As discussed above, both of the operation of our Trading Centre and the Industrial Park
will primarily involve property leasing and management, so our Directors do not contemplate
that there will be material difference in operating our Trading Centre and the Industrial Park.

5. Demand for the Industrial Park

Our Directors are of the view that there is a demand for the Industrial Park after
considering the following: (A) the reconstruction of old factories; (B) support by the
government; and (C) capacity of Industrial Park and letters of intent.

A. Reconstruction of old factories

The government in Zhejiang has published a number of notices to demolish illegal
buildings and reconstruct the old factories. Such demolishment and reconstruction have
great impact on the Measuring and Cutting Tools manufacturers. The small-scale Measuring
and Cutting Tools enterprises likely have a pressing need to search for a new place to
continue their business operation, driving them to relocate to the Industrial Park.

— 11 -
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B.  Support by government

We have received support by the government to construct the Industrial Park. The
local government considers that there is a demand and an urgent need to construct the
Industrial Park by our Company for the benefit and growth of the Measuring and Cutting
Tools industry.

C. Capacity of the Industrial Park and letters of intent

We estimate that there will be approximately 20 to 25 manufacturing units in the
Industrial Park. Since we won the bid of the Land, 19 of our Trading Centre tenants have
signed letters of intent already indicating that they are interested in conducting business
there.

Total investment cost and source of funding

We estimate that we shall invest a total of approximately RMB405.9 million for the
Industrial Park. We intend to fund such expansion with (a) a portion of the net proceeds from the
Listing (approximately RMB39.2 million); (b) our internal funding (approximately RMB95.3
million); and (c) external borrowings (approximately RMB271.4 million). For further details of
our use of proceeds, please refer to the section headed “Future Plans and Use of Proceeds” in
this prospectus.

For the purpose of the construction of the Industrial Park, we expect to borrow the
following loans from banks and incur interest as follows. Based on (i) the principal amount of
two loans of approximately RMB28.5 million and RMBS50.0 million borrowed in March and May
2020 respectively, and partial repayment of approximately RMB10.0 million in September 2020
and additional loans of approximately RMB202.9 million expected to be borrowed in 2021, (ii)
an effective interest rate of 5.5% and 5.4% per annum for outstanding loans amount of
approximately RMB40.0 million and RMB28.5 million, respectively, (iii) an expected effective
interest rate for the expected loan amount of RMB202.9 million of 5.4% per annum (being the
effective interest rate of the outstanding loan borrowed by the Group under an existing banking
facility of RMB233.0 million), and (iv) we expect to make a partial loan repayment of
approximately RMB122.0 million in July 2021. We contemplate cash outflow in respect of
interest for the above bank borrowings are as follows:
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Borrowing costs

For the year ending 31 December
2020 2021 2022
RMB’000 RMB’000 RMB’000

Finance costs charged in profit & loss - - 6,542
Capitalised as investment properties‘" 3,891 5,197 -
Total borrowing costs® 3,891 5,197 6,542
Notes:

(1)  The borrowing costs capitalised as investment properties are accounted according to HKAS 23 “Borrowing
Costs”.

(2)  The above borrowing costs are calculated based on the effective interest rates of 5.5% and 5.4% per annum
for outstanding loan amount of approximately RMB40.0 million and RMB28.5 million, respectively and
the expected effective interest rate of 5.4% per annum for expected loan amount of RMB202.9 million
(being the effective interest rate of the outstanding loan borrowed by the Group under an existing banking
facility of RMB233.0 million).

We expect to repay part of the above loan balance of approximately RMB122.0 million in
July 2021 by sales of certain units and/or prepaid rental income received from certain units
leased to the tenants. The repayment is estimated based on the assumptions that (i) our Group
will receive estimated sale proceeds of approximately RMB122.0 million or more (by selling
manufacturing units of the gross floor area of approximately 32,000 sq.m. to 35,000 sq.m. at a
selling price ranging from approximately RMB3,600 per sq.m. to RMB3,800 per sq.m. with
reference to the prevailing market rates of similar properties in the locality), plus (ii) our Group
may receive additional amount of prepaid rental deposit from tentative tenants who may want to
secure the tenancy. It is expected that the finance cost to be recognised or paid from 2023
onwards over the term of the remaining loan will decrease gradually following advanced loan
repayment by the operating cashflow of our Group subject to negotiation with the banks.

Prospective investors shall note that the above forecasted interest, loan amount, repayment
schedule and terms of the loan will be subject to factors including but not limited to the then
prevailing market interest rate, commercial negotiation between the Group and the bank(s),
market demand of the manufacturing units as well as actual amount of capital required by the
Group for the construction of the Industrial Park at the relevant time of borrowing.

Potential risks involved

As disclosed above, a substantial amount of the investment cost for the Industrial Park will
be financed by external borrowings. In the event of insufficient funding, the business outlook of
our Company (as well as the plan and progress for the construction of the Industrial Park) may
be materially and adversely affected. For further details, please refer to the section headed “Risk
Factors — Risks Relating to Our Business — The construction of our Industrial Park will be
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substantially financed by external borrowings. If we fail to obtain sufficient funding for our
expansion plans, our business and growth prospects may be adversely affected” in this
prospectus.

Latest development status

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have
commenced construction of the buildings in the Industrial Park and the car park. For further
details, please refer to the section headed “Business — Our Business Expansion — Measuring and
Cutting Tools Industrial Park — Expected timetable and the corresponding construction phase of
the Industrial Park™.

USE OF PROCEEDS

We estimate that we will receive net proceeds of HK$66.0 million (equivalent to
approximately RMB55.9 million) from the Global Offering, after deducting the underwriting
commissions and other estimated expenses payable by us in connection with the Global Offering,
assuming that the Over-allotment Option is not exercised and assuming an Offer Price of
HK$6.50 per Share, being the mid-point of the indicative Offer Price range set forth on the
cover page of this prospectus. We intend to use such net proceeds from the Global Offering for
the purposes and in the amounts set forth below:

(a) approximately 70%, or approximately HK$46.2 million (equivalent to approximately
RMB39.2 million), to be used to finance partly the costs and expenses for the
establishment and construction of the Industrial Park to expand our Measuring and
Cutting Tools industry coverage;

(b) approximately 20%, or approximately HK$13.2 million (equivalent to approximately
RMBI11.2 million), to be used to finance further development of the Third Floor,
including refurbishment and renovation of the Third Floor, as well as establishment of

the Product Testing Service Centre and the Products Display Platform; and

(c) approximately 10%, or approximately HK$6.6 million (equivalent to approximately
RMBS5.6 million), for general working capital and other general corporate purposes.

For further details, please refer to the sections headed “Future plans and use of proceeds”
and “Business — Our Business Expansion” in this prospectus.

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2020

We have prepared the following profit forecast for the year ending 31 December 2020.
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Forecast consolidated profit attributable to owners of
our Company for the year ending
31 December 2020 V. .. L not less than RMB25 million

(approximately HK$29.5 million)®

Unaudited pro forma forecast basic earnings
per Share . ... not less than RMBO0.31
(approximately HK$0.37)

Notes:

(1)  The bases and assumptions on which the above profit forecast for the year ending 31 December 2020 has
been prepared are summarised in Part (A) of Appendix III to this prospectus. Our Directors have prepared
the forecast consolidated profit attributable to owners of our Company for the year ending 31 December
2020 based on the audited consolidated results of our Group for the six months ended 30 June 2020, the
unaudited consolidated results of our Group based on the management accounts of our Group for the four
months ended 31 October 2020 and a forecast of the consolidated results of our Group for the remaining
two months ending 31 December 2020.

(2) The calculation of unaudited pro forma forecast basic earnings per Share is based on the forecast
consolidated profit attributable to owners of our Company for the year ending 31 December 2020 and on
the assumption that a total of 80,000,000 Shares had been in issue throughout the year ending 31
December 2020 (including 20,000,000 shares newly issued in the Global Offering), taking no account of
any Shares which may be granted and issued or repurchased by our Company pursuant to the General
Mandate to issue new shares or General Mandate to repurchase shares as described in the section headed
“Share Capital” in this prospectus.

(3)  For the purpose of this unaudited pro forma forecast basic earnings per Share, the amounts stated in Hong
Kong dollars are converted into Renminbi at a rate of HK$1.00 to RMBO0.85 as at the Latest Practicable
Date.

RECENT DEVELOPMENT AND MATERIAL ADVERSE CHANGE

Our revenue and gross profit for the four months ended 31 October 2020 were
approximately RMB16.9 million and RMB13.5 million respectively which were slightly lower
than the same of approximately RMB17.0 million and RMB13.5 million for the four months
ended 31 October 2019 respectively. The aforementioned selected unaudited financial
information is derived from our unaudited interim financial statements for the four months and
ten months ended 31 October 2020 which have been reviewed by our reporting accountants in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of interim
financial information performed by the independent auditor of the entity” issued by the Hong
Kong Institute of Certified Public Accountants. In addition, our occupancy rates as at 31 July
2020 to 31 October 2020 were remained at approximately 98.6% which were relatively stable as
compared with the same of approximately 99.1% as at 31 July 2019 to 31 October 2019.

Further, our revenue and gross profit for the year ending 31 December 2020 are expected to
decrease mainly because our Group provided a one-off 35-day rental refund of approximately
RMB4.5 million to our tenants in order to take up social responsibilities as well as respond to
government’s recommendation to help enterprises resume businesses and production due to the
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Epidemic. Our net profit for the year ending 31 December 2020 is also expected to decrease
mainly due to (i) the one-off 35-day rental refund as mentioned above; (ii) decrease in fair value
gains of our investment properties; (iii) increase in selling and marketing expenses mainly
resulted from the promotion and advertising expenses to attract the potential tenants for the
manufacturing units in the Industrial Park; and (iv) increase in one-off listing expenses.

Save for the above factors, our Directors have confirmed that, since 30 June 2020 and up to
the date of this prospectus, there has been no material adverse change in our financial or trading
position or prospects since 30 June 2020 (being the date to which our latest audited consolidated
financial information has been prepared) and there has been no event since 30 June 2020 which
would materially affect the information shown in the Accountants’ Report set forth in Appendix I
to this prospectus.

SUMMARY OF FINANCIAL INFORMATION
The following table summarises the financial information of our Group during the Track

Record Period, and should be read in conjunction with the financial information included in the
Accountants’ Report set out in Appendix I to this prospectus.
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RESULTS OF OPERATIONS

For the years ended 31 December

For the six months
ended 30 June

2017 2018 2019 2019 2020
RMB’000  RMB’000  RMB’000 RMB’000  RMB’000
(Unaudited)
Revenue 43,487 46,994 50,150 24,884 20,011
Cost of sales (6,727) (8,185) (9,263) (4,138) (4,440)
Gross profit 36,760 38,809 40,887 20,746 15,571
Valuation gains on
investment properties 27,000 17,000 10,787 2,921 1,037
Other net income 808 866 616 81 66
Selling and marketing
expenses - - (139) - (6)
Administrative expenses (4,616) (7,244) (7,224) (2,571) (2,280)
Profit from operations 59,952 49,431 44,927 21,177 14,388
Finance costs - - (1,653) (1,653) -
Share of losses of an associate (62) (86) - - -
Profit before taxation 59,890 49,345 43,274 19,524 14,388
Income tax (14,998) (12,384) (10,827) (4,887) (3,597)
Profit for the year/period 44,892 36,961 32,447 14,637 10,791

Significant fluctuations in total revenue and profit during the Track Record Period are

explained as follows:

1. Total revenue increased by approximately 8.1% from approximately RMB43.5 million

for the year ended 31 December 2017 to approximately RMB47.0 million for the year
ended 31 December 2018, mainly because of an increase in revenue from the First
Floor and the Second Floor as a result of an increase in the occupancy rate for the
First Floor and the Second Floor from approximately 93.9% and 89.9% for the year
ended 31 December 2017 to approximately 95.5% and 100% for the year ended 31
December 2018 respectively.

Total revenue increased by approximately 6.7% from approximately RMB47.0 million
for the year ended 31 December 2018 to approximately RMB50.2 million for the year
ended 31 December 2019, mainly because of an increase in revenue from property
management service as we charged property management services fees to the tenants
since October 2018.
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2. Profit for the year decreased by approximately 17.7% from approximately RMB44.9
million for the year ended 31 December 2017 to approximately RMB37.0 million for
the year ended 31 December 2018, mainly due to the decrease in valuation gains on
our investment properties. The higher valuation gains on our investment properties in
2017 was due to an increase in both passing rents and market rents during 2017. The
growth in market rents in 2018 was relatively modest as compared with 2017.

3. Profit for the year decreased by approximately 12.2% from approximately RMB37.0
million for the year ended 31 December 2018 to approximately RMB32.4 million for
the year ended 31 December 2019, mainly due to the decrease in valuation gains on
our investment properties since the growth in market rents in 2019 was relatively
modest as compared with 2018.

4. Total revenue decreased by approximately 19.6% from approximately RMB24.9
million for the six months ended 30 June 2019 to approximately RMB20.0 million for
the six months ended 30 June 2020, mainly because of the decrease of our revenue
resulted from the one-off 35-day rental refund of approximately RMB4.5 million due
to the Epidemic. After excluding such rental refund, our revenue was approximately
RMB24.5 million which was relatively stable as compared with the same of
approximately RMB24.9 million for the six months ended 30 June 2019.

5. Profit for the period decreased by approximately 26.3% from approximately RMB14.6
million for the six months ended 30 June 2019 to approximately RMB10.8 million for
the six months ended 30 June 2020, mainly due to the decrease in revenue and gross
profit resulted from the one-off 35-day rental refund as mentioned above and the
decrease in valuation gains on investment properties. As a result, our net profit margin
decreased from approximately 58.8% for the six months ended 30 June 2019 to
approximately 53.9% for the six months ended 30 June 2020.

For further details, please refer to the section headed “Financial information — Results of
operations” in this prospectus.
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NET CURRENT ASSETS AND LIABILITIES

The table below sets out the information of our current assets and current liabilities as at
the dates indicated:

As at As at

As at 31 December 30 June 31 October

2017 2018 2019 2020 2020

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

(unaudited)

Current assets oo 48536 44659 59264 4LIS2Z 53,083
Current liabilities ¢ 6 _6_179_ ______ 5 f1_222_ _____ 1_2?_7{){ o _7]_7% _____ 1_6_6,_8§6_
Net current liabilities (17,643) (9,563) (67,440) (36,572) (111,753)

We had net current liabilities of approximately RMB17.6 million, RMB9.6 million,
RMB67.4 million, RMB36.6 million and RMB111.8 million as at 31 December 2017, 2018 and
2019 and 30 June 2020 and 31 October 2020, respectively. Our Company declared dividends of
RMB30.0 million for the year ended 31 December 2017 and settled during the years ended 31
December 2017 and 2018, which lowered the cash position of the Group and resulted in the net
current liabilities position as at 31 December 2017 and 2018. Our net current liabilities as at 31
December 2019 and as at 30 June 2020 were primarily related to the financing of acquisition of
the Land at a consideration of RMB63.5 million and the construction of the Industrial Park by
the short-term bank loans of approximately RMBS57.0 million and approximately RMB28.5
million as at 31 December 2019 and as at 30 June 2020, respectively. Our net current liabilities
further increase to RMB111.8 million as at 31 October 2020, primarily related to construction of
the Industrial Park by using the internal working capital generated from receipt of annual
property leasing fees for tenancy agreements entered as a result of 2020 Public Tender and
renewal of tenancy agreements with respect to the units in Zone G and a loan of RMB40.0
million, which will be repayable in July 2021, was reclassified from long-term loan to

short-term loan.
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In order to improve our net current liabilities position, we plan to take the following

measures:

(i) obtaining long-term loan from our existing banking facilities in order to reduce the
current liabilities;

(i1) utilising the cash generated from operating activities; and

(iii) utilising the cash generated from the sales of certain manufacturing units of the
Industrial Park.

We currently have no plans to pay dividends to the Shareholders after the Listing, if any,
and declaration of dividends is subject to the discretion of our Directors, depending on our
results of operations, working capital, financial position and capital adequacy. Furthermore, as at
31 October 2020, we have unutilised banking facilities of approximately RMB363.0 million.

Taking into account of the financial resources available to our Group, including cash and
cash equivalent on hand and internally generated funds, presently available banking facilities
and estimated net proceeds from the Listing, we expect our net current liabilities position and

working capital position to improve after the Listing.

For further details, please refer to the section headed “Financial information — Net current
assets and liabilities” in this prospectus.

CASH FLOWS

The table below is a summary of our consolidated cash flows statements during the Track
Record Period.
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For the year ended For the six months
31 December ended 30 June
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Operating cash flow before
movements in working
capital 33,822 33,370 35,323 18,820 13,951
Changes in working capital (7,915) (3,383) (2,450) (23,478) (22,151)
PRC Corporate Income Tax
paid (2,006) (7,362) (3,509) (1,321) (2,125)
Net cash generated from/(used
in) operating activities 23,901 22,625 29,364 (5,979)  (10,325)
Net cash used in investing
activities (2,588)  (14,078)  (72,368)  (69,989)  (24,591)
Net cash (used in)/generated
from financing activities (14,212) (28,460) 50,085 55,163 12,647

Net increase/(decrease) in

cash and cash equivalents 7,101 (19,913) 7,081 (20,805) (22,269)
Cash and cash equivalents at

the beginning of the
year/period 41,102 48,203 28,290 28,290 35,371

Cash and cash equivalents at
the end of the year/period 48,203 28,290 35,371 7,485 13,102

Net cash used in operating activities for the six months ended 30 June 2019 and 2020 were
approximately RMB6.0 million and RMB10.3 million respectively primarily because we receive
annual property leasing fees in October of each year for five-year tenancy agreements while we
incur operating expenses and make payments at every month, resulted in significant net cash
inflow from operating activities in October while net cash outflow from operating activities in
most of the month ended periods during each financial year. To improve such operating cash
outflows position, our Directors would consider to receive the property leasing fees for five-year
tenancy agreements semiannually if necessary in order to reduce the mismatch between receipt
of property leasing fees and payment of operating expenses. In addition, our Directors would
consider to receive the property leasing fees on a monthly basis if necessary for any new
tenancy agreements to be entered in future.

For further details, please refer to the section headed “Financial information — Liquidity
and capital resources — Cash Flows” in this prospectus.
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NON-HKFRSS MEASURES

The table below sets out the adjusted net profit (excluding the valuation gains on
investment properties and the corresponding deferred tax effect, while adjusting non-recurring
items) for the years ended 31 December 2017, 2018 and 2019 and the six months ended 30 June
2019 and 2020:

For the year ended For the six months
31 December ended 30 June
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Profit for the year/period 44,892 36,961 32,447 14,637 10,791
Less: valuation gains on
investment
properties (27,000) (17,000) (10,787) (2,921) (1,037)
Add: Deferred tax expenses
in relation to
revaluation of
investment
properties 6,750 4,250 2,697 730 259
Listing expenses - 266 599 - 157
Adjusted net profit for the
year/period V¢ 1) 24,642 24,477 24,956 12,446 10,170

Note:

(1)  The adjusted net profit is not a measure under HKFRSs. The use of adjusted net profit has material
limitation as an analytical tool, as it does not include all items that have an impact on our profit for the
relevant periods. For further details, please refer to the section headed “Financial information -
Non-HKFRSs Measures” in this prospectus.

We believe that the non-HKFRSs Measures provide investors with useful supplementary
information to access the performance of the Group’s core operations by excluding certain
non-cash items, i.e. valuation gains on investment properties and deferred tax expenses and
non-recurring items, i.e. listing expenses.
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KEY FINANCIAL RATIOS

The table below sets out our key financial ratios as at the dates or for the years or period

indicated.
Six months
ended
Years ended 31 December 30 June
2017 2018 2019 2020
Return on equity (%) 8.0 6.3 5.2 4.1
Return on total assets (%) 5.1 4.1 3.4 2.6
Interest coverage ratio N/A N/A 27.2 N/A
Gearing ratio (%) ‘" N/A N/A 8.9 12.2
Current ratio 0.7 0.8 0.5 0.5
Notes:

(1)  Gearing ratio is calculated based on our total debts divided by our total equity as at the end of each
reporting period.

(2)  The calculation for the return for the six months ended 30 June 2020 has been annualised and assume no
one-off 35-day rental refund incurred during the second half of the 2020.

For further details, please refer to the section headed “Financial information — Key
financial ratios”.

LISTING EXPENSES

We incur listing expenses in connection with the Listing, which include professional fees,
underwriting commission and other fees and expenses. Total expenses in relation to the Listing
are estimated to be approximately HK$64.0 million (equivalent to approximately RMB54.2
million, representing approximately 49.2% of the gross proceeds from the Global Offering)
(assuming an Offer Price of HK$6.50 per Offer Share, being the mid-point of the Offer Price
range of HKS$6.25 to HK$6.75 and assuming the Over-allotment Option is not exercised).
Approximately HK$302,000 (equivalent to approximately RMB266,000), HK$664,000
(equivalent to approximately RMB599,000) and HK$175,000 (equivalent to approximately
RMB157,000) of the listing expenses were charged to our profit and loss account for the years
ended 31 December 2018, and 31 December 2019 and the six months ended 30 June 2020,
respectively, and approximately HK$27.6 million (equivalent to approximately RMB24.8
million) were capitalised as prepayments as at 30 June 2020, which is expected to be charged
against equity upon successful Listing. The remaining part which is expected to be incurred and
charged to our profit and loss account before or upon completion of the Listing will be
approximately HK$1.5 million (equivalent to approximately RMB1.3 million) and approximately
HK$33.8 million (equivalent to approximately RMB27.1 million) will be accounted for as a
deduction from equity.
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GLOBAL OFFERING STATISTICS

The statistics in the following table are based on the assumptions that: (i) the Global
Offering is completed and 20,000,000 H Shares are newly issued in the Global Offering; (ii) the
Over-allotment Option for the Global Offering is not exercised; and (iii) 80,000,000 Shares are
issued and outstanding following the completion of the Global Offering:

Based on an Offer Price Based on an Offer Price
of HK$6.25 per Share of HK$6.75 per Share
Market capitalisation HK$500.0 million HK$540.0 million
Unaudited pro forma adjusted
consolidated net tangible
asset per Share Vo' HK$9.64 HK$9.75

Notes:

(1)  Unaudited pro forma adjusted consolidated net tangible assets per Share is calculated upon adjustment set
out in Appendix II in this prospectus.

(2) No adjustment has been made to the unaudited pro forma adjusted consolidated net tangible assets
attributable to equity owners of our Company to reflect our any trading results or other transaction entered
into subsequent to 30 June 2020.

DIVIDEND

We declared and approved dividends of RMB30.0 million during the year ended 31
December 2017. We settled (i) approximately RMBI11.5 million in cash and approximately
RMB5.8 million through offsetting a relevant related party loan with the relevant Shareholder in
the year ended 31 December 2017, and (ii) approximately RMB12.7 million in cash in the year
ended 31 December 2018. On 21 January 2020, a dividend of RMB3.0 million was declared and
approved by us in respect of the year ended 31 December 2019. We settled approximately
RMB1.8 million in cash on 22 January 2020 and the remaining amount of approximately
RMB1.2 million in cash on 27 April 2020. We used our internal financial resources to settle the
above two cash payments of dividends. Our dividend distributions during the Track Record
Period had complied with the statutory reserve requirements in the PRC. Our Board of Directors
is responsible for submitting proposals in respect of dividend payments, if any, to the
Shareholders’ general meeting for approval. Declaration of dividends is subject to the discretion
of our Directors, depending on our results of operations, working capital, financial position,
capital adequacy ratio, future business prospects, statutory and regulatory restrictions on the
payment of dividends by us and other factors which our Board of Directors may consider
relevant. We currently have no plans to pay dividends to the Shareholders. Prospective investors
should note that historical dividend distributions are not indicative of our future dividend
distribution policy and there is no assurance that we will be able to declare or distribute any
dividend in the future. For further details, please refer to the section headed “Financial
Information — Dividends” in this prospectus.

_24 —



SUMMARY AND HIGHLIGHTS

OUR CONTROLLING SHAREHOLDERS

Pursuant to the Concert Party Agreements, details of which are set out in paragraph headed
“History, Development and Reorganisation — Concert Party Arrangement” of this prospectus,
immediately upon completion of the Global Offering, without taking into account any H Shares
which may be issued upon the exercise of the Over-allotment Option, Market Group, Market
Development Service Centre, Qiaoling Investment, Wenqiao Town People’s Government,
Maowei Investment, Maoyang Village Share Economic Cooperative, Maoyang Village
Committee, Qianyang Investment, Qianyangxia Village Share Economic Cooperative,
Qianyangxia Village Committee, Shangyu Investment, Shangjie Village Share Economic
Cooperative, Shangjie Village Committee, Zhongjie Hede Investment, Zhongjie Village Share
Economic Cooperative, Zhongjie Village Committee, Botao Investment, Xuzhai Village Share
Economic Cooperative, Xuzhai Village Committee, Zhang Laoqgiao Investment, Zhang Laoqiao
Village Share Economic Cooperative and Zhang Laoqiao Village Committee will together be
entitled to exercise or control the exercise of approximately 72.75% of the voting power at the
general meetings of our Company, and therefore, each of them will be our Controlling
Shareholders pursuant to the Listing Rules.

RISK FACTORS

Our operations involve certain risks, some of which are beyond our control. These risks can
be broadly categorised into: (i) risks relating to our business; (ii) risks relating to the industry;
(iii) risks relating to conducting business in the PRC; and (iv) risks relating to the Global
Offering. A detailed discussion of all the risk factors involved are set forth in the section headed
“Risk Factors” in this prospectus and you are advised to read the whole section carefully and
evaluate the specific risks set forth therein before you decide to invest in the Offer Shares.

Some of the major risks generally associated with our business and industry include the
following: (a) during the Track Record Period, our profitability has declined due to decrease in
valuation gains of our investment properties, and our prospects are dependent on various factors,
including but not limited to the appraisal value of our properties, limited revenue growth,
increase in cash outflow in respect of interests for the loan, our ability to execute our expansion
plan successfully in light of the uncertainties involved in the establishment of the Industrial Park
and our ability to cope with the fierce market competition from different market players; (b) we
currently rely on our Trading Centre for substantially all of our revenues and we may not be
able to replace or renew all of our leases upon their expiration; (c) our property valuation is
based on certain assumptions which, by their nature, are subjective and uncertain, may
materially differ from actual results and may not accurately reflect our financial position; (d) the
construction of our Industrial Park will be substantially financed by external borrowings. If we
fail to obtain sufficient funding for our expansion plans, our business and growth prospects may
be adversely affected; (e) if we were unable to obtain all the relevant rights for the Industrial
Park for future development, we will not be able to further develop the same according to our
plans; (f) we may not be successful in securing sufficient demand in relation to the leasing of
the units in the Industrial Park; (g) we expect to sell some of the manufacturing units in our
Industrial Park. If we fail to secure a sufficient demand, our results of operations, liquidity
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position and our ability to repay external borrowing may be materially and adversely affected;
(h) we incurred net current liabilities as at 31 December 2017, 31 December 2018, 31 December
2019 and 30 June 2020. We may be exposed to liquidity risks where our business, financial
conditions and operation may be materially and adversely affected; (i) non-renewal of licences,
approvals or permits may have a material adverse effect on our business operations; (j) the
cyclical nature of the real estate, the manufacturing and the Measuring and Cutting Tools
industries and the macro-economic situation in the PRC and worldwide could adversely affect
our results of operations; (k) we face competition from other industrial tools trading centres,
industrial park and e-commerce operators as well as B2C companies; (1) our business operations
and financial results may be adversely affected by the outbreak of COVID-19; and (m) we may
be required to refund the relevant rental income that we have received, and our tenants may
prematurely terminate the tenancy agreements before expiry.

PROPERTY VALUATION

Our Property Valuer has valued our Trading Centre held for investment purpose and the
Land as at 31 October 2020 at RMB1,004.1 million. Our Property Valuer has adopted Income
Capitalisation Method and Market Approach in valuing the property interests held by our Group
for investment. The valuation methodology adopted is in line with market practice as it is
commonly used in valuing similar properties. The key assumptions in making this valuation
include, among others, (a) the seller sells the property interests in the market without the benefit
of a deferred term contract, leaseback, joint venture, management agreement or any similar
arrangement; and (b) no allowance has been made in their report for any charges, mortgages or
amounts owing on any of the property interests valued nor for any expenses or taxation which
may be incurred in effecting a sale. The valuation is made based on assumptions which, by their
nature, are subjective and uncertain and may differ from actual results. As a result, the valuation
of our property may differ materially from the price we could receive in an actual sale of the
property in the market and should not be taken as their actual realisable value or an estimation
of their realisable value. The full text of the property valuation report is set out in Appendix VII
to this prospectus.

NON-COMPLIANCE

Our Directors confirm that there was no non-compliance incident which constitutes material
non-compliance or systemic non-compliance during the Track Record Period and up to the Latest
Practicable Date.

OUTBREAK OF RESPIRATORY DISEASE CAUSED BY COVID-19
Background of the Epidemic

The Epidemic caused by COVID-19 first emerged in late 2019 and continues to expand
within the PRC and globally. The new strain of coronavirus is considered contagious and may

pose a public health threat. On 23 January 2020, the PRC government announced the lockdown
of Wuhan City in an attempt to quarantine the city, followed by draconian measures imposed by
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the PRC in various regions of the nation including travel restrictions in major cities. Various
countries and territories have also imposed travel restrictions, such as denial of entry, against
travellers from the PRC and/or those who have been to the PRC for the past 14 days. The World
Health Organization (“WHO”) is closely monitoring and evaluating the situation. On 30 January
2020, WHO declared the outbreak of COVID-19 a Public Health Emergency of International
Concern. On 11 March 2020, amid the escalating situation, WHO further characterized
COVID-19 as a pandemic.

Development of the Epidemic

Since the middle of February 2020 when the Epidemic in China has begun to level off,
manufacturing companies in China have been implementing staged returns to onsite work for
their factory employees. Local governments, under state guidance, are acting on instructions to
support this return to normalcy by loosening some temporary restrictions put in place to limit
the spread of the Epidemic. This includes conducting site inspections and providing permits to
companies to allow employers to resume business. These positive changes are the first steps
towards a return to economic growth in the PRC.

Following the spread of the Epidemic to Zhejiang Province, the relevant authorities in
Wenling City have also imposed epidemic prevention measures such as compulsory temperature
checks, closure of public venues and restrictions for factories to resume work during the
extended Lunar New Year holiday. Our Trading Centre was closed during the Closure Period
(from 30 January 2020 to 20 February 2020) as part of the measures to prevent the spread of the
Epidemic.

Impact on the global economy

According to the F&S Report, the potential global economic downturn as a result of the
Epidemic possibly cause an adverse change in the macro-economic situation globally, negatively
affecting consumer confidence and purchasing behaviours. Temporary business shut down
measures, city lockdown and/or restrictions of movements of the citizens to stay home are being
adopted and implemented in many countries such as Spain, Italy, France, United Kingdom, the
United States and Australia. It may lead to a decrease in economic activities and private
consumer spending from those regions.

In addition, according to International Monetary Fund (“IMF”), the Epidemic has caused
the worst recession since the great depression during the 1930s. Under the assumption that the
Epidemic and required containment peak in the second quarter for most countries in the world,
and recedes in the second half of 2020, in April 2020 the IMF projects global growth in 2020 to
fall to -3%. This is a downgrade of 6.3% from January 2020, a major revision over a very short
period. However, assuming the Epidemic fades in the second half of 2020 and that policy actions
taken around the world are effective in preventing widespread bankruptcies of corporations,
extended job losses, and system-wide financial strains, IMF projects global growth in 2021 to
rebound to 5.8%, which is 2.4% higher than that predicted in January 2020.
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Impact on the Measuring and Cutting Tools industry in the PRC

According to the F&S Report, the impact on global economy by COVID-19 leads to the
disruption of the global supply chain as a large number of manufacturers in the PRC have
temporary suspended or limited operations, as well as the reduction in distribution, wholesale
and retail sector, may resulting in cancellation of sales contracts and shipping contracts. The
exportation is adversely affected by the COVID-19. Having said that, with the removal of road
blocks and check points in the PRC, the sales activities of distributors and wholesalers in the
PRC has been resumed accordingly. Supported by a number of government policies in the PRC
on economic recovery such as Tax Policies Support for COVID-19 Prevention and Control 3£
TR T B el iR s A SR B i R I B A BB ) by Ministry  of  Finance &  Tax
Administration of the PRC and Strengthen the Finance Support for COVID-19 Prevention and
Control  CHE— 25 5 b <5 Bl SR By 1220 B e iR s B2 B e il R 215 ) by the PBOC, Ministry of
Finance, China Banking and Insurance Regulatory Commission and CSRC & State
Administration of Foreign Exchange, the demands for Measuring and Cutting Tools will increase
in the PRC.

According to Bureau of Statistics in Wenling, the period-to-period growth rate of sales
revenue of Measuring and Cutting Tools manufacturers above designated size located in Wenling
(a) in February and March 2020 was approximately -78.0% and -11.3% respectively (as
compared with February and March 2019); but (b) in April and May 2020 was approximately
19.0% and 32.1% respectively (as compared with April and May 2019), which represented a
significant increase compared with February and March 2020. Further, according to the State
Council of the PRC, in the PRC, approximately 99.1% of the industrial enterprises above
designated size has resumed their operation and approximately 95.4% of their workers has
resumed to work as at 18 May 2020. After such resumption, the sales revenue of Measuring and
Cutting Tools manufacturers above designated size located in Wenling from June to September
2020 recorded an average period-to-period growth rate of approximately 17.4% as compared
with June to September 2019 in accordance with Bureau of Statistics in Wenling.

According to the F&S Report, therefore, notwithstanding affected by COVID-19, it is
expected that the Measuring and Cutting Tools market will not experience negative growth and
the growth rate in 2020 will slow down to 1.0%. In particular, in the second half of 2020, as the
sales and production activities of the Measuring and Cutting Tools in the PRC has increased
back to normal since May 2020, it is contemplated that the potential impact on the demand for
renting the units in Measuring and Cutting Tools trading centres in the PRC due to COVID-19
will be limited.

As the potential impact on such demand is limited, our Directors are of the view that the
potential impact on the Group’s business and financial performance due to COVID-19 will be
limited as well. For further details on the impact of COVID-19 on our Group’s business and
financial performance, please refer to the paragraph headed “Outbreak of Respiratory Disease
Caused by COVID-19 - Impact on our Group’s business performance” and “Summary -
Outbreak of Respiratory Disease Caused by COVID-19 — Impact on our Group’s financial
performance” in this section.
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For further details on the impact on the Measuring and Cutting Tools industry in the PRC,

please refer to the sections headed “Industry Overview — Overview of Measuring and Cutting

Tools in China — Market Size by Sales Revenue of Trading Measuring and Cutting Tools” and

“Industry

Overview — Overview of Measuring and Cutting Tools in China — Market Size by

Production Volume” in this prospectus.

Impact on our Group’s business performance

Our Directors believe that, based on the information up to the Latest Practicable Date, the

Epidemic

will not result in a material disruption to our business operations primarily because of

the following:

()

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

majority of our employees are local residents who are able to come to work at our
Trading Centre, therefore we have not experienced any disruptions to the business
operations of our Trading Centre due to the inability to travel across cities in the PRC;

our Trading Centre has been re-opened and resumed to its full capacity since 21
February 2020;

none of our tenants (which include an array of manufacturers, suppliers, distributors
and wholesalers in the industry of Measuring and Cutting Tools) in our Trading Centre
has ceased business operation in our Trading Centre as a result of COVID-19;

to the best knowledge, information and belief of the Directors, our tenants have been
operating their business as usual since the re-opening of our Trading Centre;

none of our tenants has required us to refund the rental payment that we have already
received for the Closure Period or has prematurely terminated the tenancy agreements;

we have been able to provide the agreed units of our Trading Centre to our tenants in
accordance with the relevant tenancy agreements subsequent to the Closure Period;

save as during the Closure Period, we have been able to honour all of our obligations
under the existing tenancy agreements that we entered into with our tenants;

we have not received any complaints from our tenants with respect to the business
operations of our Trading Centre due to COVID-19; and

we will be able to maintain high occupancy rates with respect to the units of our

Trading Centre as a result of the 2020 Public Tender and successful renewal of units
in Zone G on the Second Floor.
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Impact on our Group’s financial performance

In order to take up social responsibilities as well as respond to government’s
recommendation to help enterprises resume businesses and production, we are prepared to offer
a 35-day rental refund to our tenants, the relevant amount of which would be approximately
RMB4.5 million on our revenue. Despite such rental refund, our Directors believe that, based on
the information up to the Latest Practicable Date, the Epidemic will not result in a material
adverse impact on our Group’s financial performance primarily because of the following:

(i) it is expected that we will receive financial subsidy from Department of Finance of
Wenling City to partially compensate the above rental refund;

(i1) we do not experience any delinquency nor any delays and defaults in settlement of the
rent by our tenants as we in general demand full-year payment of rent prior to the
commencement of the subsequent year;

(iii) according to F&S, trading centres are essential places for Measuring and Cuttings
Tools trading and there is sustainable demand for the units in the Trading Centre. In
fact, according to the results of the 2020 Public Tender, 344 units on the First Floor,
representing 99.7% of the total number of units on the First Floor available for
bidding and 159 units on the Second Floor, representing all of the units on the Second
Floor available for bidding, have been successfully leased out during the 2020 Public
Tender, and together with the successful renewal of tenancy agreements for the units
in Zone G on the Second Floor, giving rise to high occupancy rates of approximately
99.8% and 100.0% for the First Floor and the Second Floor, respectively; and

(iv) the success in the 2020 Public Tender as well as in the renewal of tenancy agreements
for the units in Zone G maintaining high occupancy rates serve to reinforce our
Directors’ belief that the Epidemic does not have a material adverse impact on our
Group’s financial performance.

For further details of the rental refund and premature termination of tenancy agreements as
well as the relevant risks related, please refer to the section headed “Risk Factors — Risks
Relating to Conducting Business in the PRC — We may be required to refund the relevant rental
income that we have received, and our tenants may prematurely terminate the tenancy
agreements before expiry”; for further details of the delinquency of our Trading Centre, please
refer to the section headed “Business — Our Business Model — Delinquency”; and for further
details of the 2020 Public Tender, please refer to the section headed “Business — Our Business
Model — Workflow of our property leasing business — (4) 2020 Public Tender” in this prospectus.
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Precautionary measures implemented in our Trading Centre

We have established an epidemic prevention and control working group to undertake

various precautionary measures including:

()

(ii)

(iii)

(iv)

(v)

enhancing the hygienic level of our Trading Centre by cleaning and sanitising areas
including the common area of our Trading Centre, our office, restaurant and
washrooms regularly;

performing compulsory daily temperature checks of all of our employees before and
after work;

real-name registration and performing compulsory temperature checks of all persons
(including our tenants and their customers) whenever they enter our Trading Centre;

minimising in-person meetings to the extent possible; and

requesting our employees to wear face masks at all times during work and report to us
promptly whenever they feel unwell. As such, we believe that we have sufficient
hygiene measures for our employees and all persons entering our Trading Centre to
prevent the spread of the Epidemic in our Trading Centre.

Our Group’s contingency plan with respect to the Epidemic

We will continue to pay close attention to the development of the Epidemic. However, in a

worst-case scenario it is possible that our tenants or employees may be suspected or confirmed

to have been infected by COVID-19. We have therefore implemented the contingency plan to

help us manage such scenario, which includes the following:

(a)

(b)

(©)

(d)

(e)

acting in full compliance of the directions of the government healthcare officials,
including but not limited to suspend operation of our Trading Centre for disinfection
and quarantining the relevant employees of our Trading Centre;

strictly implementing and enforcing the various precautionary measures as disclosed
above;

maintaining a register to record the information of our employees or their close
contacts who have been contracted with COVID-19. The relevant employees should

not report to work to our Trading Centre until they are fully recovered;

maintaining and monitoring a sick leave record of employees in order to spot any
unusual trends;

setting up emergency dealing and reporting procedures and contact information for
suspicious and confirmed cases of COVID-19; and
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(f) closely monitoring the updates on the government’s policy with respect to COVID-19
and informing all our employees and tenants such updates (if any) promptly.

While the Measuring and Cutting Tools industry may experience certain extent of impact as
a result of the Epidemic, according to F&S given the long-term trend for additional demand for
Measuring and Cutting Tools as a result of the increased demand of machine tools for upgrade or
replacement of outdated manufacturing machine and intelligent manufacturing, once the
Epidemic is effectively controlled, the impact on the Measuring and Cutting Tools industry will
be temporary.

In addition, our Directors consider that even if the outbreak of COVID-19 in the PRC has a
prolonged effect which results in the suspension of our Group’s revenue-generating business, our
Group will still be financially viable for more than twelve months after considering (i) our
Group’s average operating cost of approximately RMB1.6 million per month; (ii) the refund of
the receipt of annual property leasing fees and deposits of approximately RMB60.8 million
under the new tenancy agreements effective from 1 November 2020 due to suspension of our
operation of Trading Centre; (iii) cash and cash equivalents as at 31 October 2020 which
amounted to approximately RMB23.7 million; (iv) the unutilised banking facilities of
approximately RMB363.0 million as at 31 October 2020; and (v) net proceeds in relation to
working capital and general corporate purposes of approximately HK$6.2 million (equivalent to
RMBS5.3 million) to be received from the Global Offering, assuming the Over-allotment Option
is not exercised and an Offer Price of HK$6.25 per Share, being the low-end of the indicative
Offer Price range. Our Directors will continue to assess the impact of COVID-19 on our Group’s
business and financial performance and closely monitor our Group’s exposure to the risks and
uncertainties in connection with the Epidemic. We will take appropriate measures as necessary
and inform our Shareholders and potential investors as and where necessary. For further details,
please refer to the section headed “Risk Factors — Risks Relating to Our Business — Our business
operations and financial results may be adversely affected by the outbreak of COVID-19 and the
national and regional economies in the PRC and our prospects may be adversely affected by acts
of God and occurrence of the Epidemic” in this prospectus.
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the meanings set out below.

In this prospectus, unless the context otherwise requires, the following terms shall have

“2020 Public Tender”

”

“Accountants’ Report

“Agile Group”

“Ancillary Facilities”

“Application Form(s)”

“Articles of Association”

“associate(s)”
“Board” or “Board of Directors”

“Board of Supervisors”

a public tender held between 18 to 21 August 2020 by our
Company for the purpose of inviting interested individuals
and corporations to submit bidding for renting the units
(with lease agreements expiring in 2020) in our Trading
Centre

the accountants’ report on our Group as set out in
Appendix I to this prospectus

Agile Group Holdings Limited, together with its holding
companies and subsidiaries. Agile Group Holdings
Limited is a company incorporated in the Cayman Islands
with limited liability, the shares of which are listed on the
main board of the Stock Exchange (stock code: 3383)

The ancillary facilities provided in our Trading Centre
including but not limited to mechanical and electrical
service rooms, property management room, security
control room, fire safety control room as well as the
relevant supporting facilities, whether above-ground or
underground areas. The Ancillary Facilities are not
included in the LFA

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s), individually or
collectively, as the context may require, any of them,
relating to the Hong Kong Public Offering

the articles of association of our Company, conditionally
adopted on 7 December 2020 and as amended from time
to time, a summary of which is set out in “Appendix VI —
Summary of Articles of Association” in this prospectus

has the meaning ascribed thereto under the Listing Rules
the board of Directors

our supervisory committee established pursuant to the
PRC Company Law, as described in the section headed

“Directors, Supervisors and Senior Management” in this
prospectus
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DEFINITIONS

“Botao Investment”

“Business Day”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Operational Procedures”

“CCASS Participant”

“China” or “the PRC”

“close associate(s)”

“Closure Period”

Wenling City Botao Investment Company Limited* (Ifi48
M ERE AR /A A]), a company established in the PRC
with limited liability on 20 November 2017, which is
wholly-owned by Xuzhai Village Share Economic
Cooperative and is one of our Controlling Shareholders
and Promoters

any day on which banks in Hong Kong are generally open
for normal banking business to the public and which is
not a Saturday, Sunday or public holiday in Hong Kong

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals
or a corporation

the operational procedures of the HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirement relating to the operations and
functions of CCASS, as from time to time in force

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China, but for the purpose of this
prospectus and for geographical reference only and except
where the context requires, references in this prospectus
to “China” and the “PRC” do not apply to Hong Kong,
Macao Special Administrative Region of the People’s
Republic of China and Taiwan

has the meaning ascribed thereto under the Listing Rules
the period between 30 January 2020 and 20 February

2020, where our Trading Centre was closed due to the
Epidemic
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DEFINITIONS

“Companies Ordinance”

“Companies (WUMP) Ordinance”
or “Companies (Winding Up and
Miscellaneous Provisions
Ordinance”

“Company”

“Concert Party Agreement”

“Concert Party Supplemental
Agreement”

“connected person(s)”

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

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

Wenling Zhejiang Measuring and Cutting Tools Trading
Centre Company Limited* (JAg# 7L L& JJ B A5 .0 %
B BRZS D), established as a limited liability company in
the PRC on 14 May 2003 under the corporate name
Wenling City Wenxi Measuring and Cutting Tools Trading
Centre Company Limited* (48 MR 75 L& JJ B A5 F
A BRZF]), which was renamed as Wenling City Zhejiang
Measuring and Cutting Tools Trading Centre Company
Limited* (RAETHITL L& 7B G FLAHRAF) on 27
June 2006, and then converted into a joint stock company
with limited liability and renamed as Wenling Zhejiang
Measuring and Cutting Tools Trading Centre Company
Limited* ({A8#r /L T8 7) B2 5 0 m A RA T on 3
May 2018

the agreement of concert party entered into by Market
Development Service Centre, Wenqiao Town People’s
Government, Maoyang Village Committee, Qianyangxia
Village Committee, Shangjie Village Committee, Zhongjie
Village Committee, Xuzhai Village Committee and Zhang
Laoqiao Village Committee on 14 September 2017, details
of which are set out in the paragraph headed “History,
Development and Reorganisation - Concert Party
Arrangement” of this prospectus

the supplemental agreement of concert party entered into
by Market Group, Qiaoling Investment, Maowei
Investment, Qianyang Investment, Shangyu Investment,
Zhongjie Hede Investment, Botao Investment and Zhang
Laogiao Investment on 25 December 2017, details of
which are set out in the paragraph headed ‘“History,
Development and Reorganisation - Concert Party
Arrangement” of this prospectus

has the meaning ascribed thereto under the Listing Rules
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DEFINITIONS

“Controlling Shareholder(s)”

“Corporate Governance Code”

“COVID-19”

“CSRC”

“Deed of indemnity”

“Development and
Construction Agreement”

“Director(s)”

“Domestic Share(s)”

has the meaning ascribed thereto under the Listing Rules
and in the case of our Company, means Market Group,
Market Development Service Centre, Qiaoling Investment,
Wengiao Town People’s Government, Maowei Investment,
Maoyang Village Share Economic Cooperative, Maoyang
Village Committee, Qianyang Investment, Qianyangxia
Village Share Economic Cooperative, Qianyangxia Village
Committee, Shangyu Investment, Shangjie Village Share
Economic Cooperative, Shangjie Village Committee,
Zhongjie Hede Investment, Zhongjie Village Share
Economic Cooperative, Zhongjie Village Committee,
Botao Investment, Xuzhai Village Share Economic
Cooperative, Xuzhai Village Committee, Zhang Laoqiao
Investment, Zhang Laoqiao Village Share Economic
Cooperative and Zhang Laoqiao Village Committee, who
together will control the exercise of 30% or more of the
voting rights in general meeting of our Company
immediately after the Global Offering

the corporate governance code as set out in Appendix 14
to the Listing Rules

the novel coronavirus (2019-nCOV)

the China Securities Regulatory Commission (! [5# %5 B
BEEMZES)

the deed of indemnity dated 7 December 2020 entered into
by our Controlling Shareholders and our Company, details
of which are set out in the section headed “Appendix VIII
— Statutory and General Information — Other Information
— Tax and other indemnity” in this prospectus

the development and construction agreement® (P #§ %k
%) dated 29 December 2018 entered into between
Wenling City New District Management Committee* (i
AT B RS L Z B €) and our Group which, among
other things, governs the planning and construction of the
Industrial Park

the director(s) of our Company
ordinary share(s) in the share capital of our Company with

a nominal value of RMB1.00 each, which are subscribed
for and paid up in Renminbi
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DEFINITIONS

“Electronic Business Park”

“Epidemic”

“Exhibition”

“Extreme Conditions”

“F&S”

“F&S Report”

“First Floor”

“Fourth Floor”

“General Rules of CCASS”

“Global Offering”

“GREEN Application Form(s)”

99 ¢ 99 ’

“Group,” “our Group,” “we

or “usn

the electronic business park* (& T P2 &) on the Third
Floor, providing an open, low-costs and convenient
trading platform for e-commerce business operators

the epidemic outbreak of the respiratory disease caused by
COVID-19

China Measuring and Cutting Tools Exhibition* (1] L&
J) 2 J2BE ), an exhibition held each year since 2006 with
the main purpose of exhibit the latest Measuring and
Cutting Tools and providing a venue for the procurers to
purchase the same.

extreme conditions caused by a super typhoon as
announced by the Government of Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent consulting firm which provides market
research and analysis across multiple industries

an industry report commissioned by us and independently
prepared by F&S in connection with the Global Offering

the first floor of our Trading Centre
the fourth floor of our Trading Centre

the terms and conditions regulating the use of CCASS, as
may be amended or modified from time to time and where
the context so permits, shall include the CCASS
Operational Procedures

the Hong Kong Public Offering and the International
Placing

the application form(s) to be completed by the HK eIPO
White Form Service Provider

our Company and its subsidiaries at the relevant time or,
where the context so requires in respect of the period
before our Company became the holding company of our
present subsidiaries, the present subsidiaries of our
Company and the businesses carried on by such
subsidiaries or (as the case may be) their predecessors

— 37 —



DEFINITIONS

“H Share(s)”

“H Share Registrar”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”
“Hong Kong dollars” or “HK$”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Underwriters”

overseas listed foreign shares in the share capital of our
Company with a nominal value of RMB1.00 each, which
are to be subscribed for and traded in Hong Kong dollars
and are to be listed on the Stock Exchange

Tricor Investor Services Limited

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website at www.hkeipo.hk
or the IPO App

the HK eIPO White Form Service Provider designated by
us, as specified on the designated website at

www.hkeipo.hk or the IPO App
Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong

the 2,000,000 H Shares (subject to adjustment) being
offered by our Company for subscription pursuant to the
Hong Kong Public Offering

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Offer Price and on, and
subject to, the terms and conditions of this prospectus and
the Application Forms, as further described in the section
headed “Structure and Conditions of the Global Offering”
in this prospectus

the underwriters of the Hong Kong Public Offering listed

in the section headed “Underwriting — Hong Kong
Underwriters” in this prospectus
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DEFINITIONS

“Hong Kong Underwriting
Agreement”

“IFRS ”

“Independent Third Party(ies)”

“Index”

“Industrial Park”

“International Placing”

“International Placing Shares”

the underwriting agreement dated 10 December 2020
relating to the Hong Kong Public Offering and entered
into by our Company, our executive Directors, the
Controlling Shareholders, the Sole Sponsor and the Hong
Kong Underwriters, as further described in the section
headed “Underwriting — Underwriting Arrangements and
Expenses” in this prospectus

International Financial Reporting Standards

an individual(s) or a company(ies) who or which, as far as
our Directors are aware after having made all reasonable
enquiries, is/are not a connected person(s) of our
Company within the meaning of the Listing Rules

Wenling ¢ China Measuring and Cutting Tools index
(R4« B T3 7] 3880, the Index that we launched in
2016 that can indicate the price changing trend of the
Measuring and Cutting Tools and the prosperity of the
Measuring and Cutting Tools industry in the PRC. For
further details, please refer to the section headed
“Business — Our Business — Support Service — Wenling ¢
China Measuring and Cutting Tools Index” in this
prospectus

the industrial park to be constructed on the Land for us to
expand our business in the Measuring and Cutting Tools
industry. It is mainly for manufacturing purpose that it
targets to provide wunits for use as factories and
workshops, where upstream manufacturers would conduct
manufacturing and production of Measuring and Cutting
Tools

the conditional offering of the International Placing
Shares by the International Underwriters  with
professional, institutional and other investors by the
International Underwriters on behalf of our Company as
described in the section headed “Structure and Conditions
of the Global Offering” in this prospectus

the 18,000,000 H Shares (subject to adjustment) offered
by our Company pursuant to the International Placing,
together with, where relevant, any additional H Shares to
be sold pursuant to the exercise of the Over-allotment
Option
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DEFINITIONS

“International Underwriters”

“International Underwriting
Agreement”

“IPO App”

“Joint Global Coordinators” and
“Joint Bookrunners”

“Joint Lead Managers”

“Land”

“Land Contract”

“Latest Practicable Date”

“Listing”

the group of international underwriters who are expected
to enter into the International Underwriting Agreement to
underwrite the International Placing

the international underwriting agreement relating to the
International Placing and to be entered into by our
Company, the Sole Sponsor, the Joint Global Coordinators
and the International Underwriters on or about the Price
Determination Date, as further described in the section
headed “Underwriting — Underwriting Arrangements and
Expenses — the International Placing” in this prospectus

the mobile application for HK eIPO White Form
service which can be downloaded by searching “IPO
App” in App Store or Google Play Store or
downloaded at www.hkeipo.hk/IPOApp or

www.tricorglobal.com/IPOApp

Regan International Securities Limited and Cinda
International

Regan International Securities Limited, Cinda
International, China Tonghai Securities Limited, Conrad
Investment Services Limited, Lego Securities Limited and
Realord Asia Pacific Securities Limited

one parcel of land known as Wenqiao Town Lot No.
GY050102* (JIEFHGY050102113%) located in Wengiao
Town Chenshan Village* (RIGEHIK ILAT), Zhejiang
Province, the PRC for the future development of the
Industrial Park.

the State-owned Construction Land Use Right Sale
Contract* (A @AM AMEHESF)  dated 29
December 2018 entered into between Wenling Bureau of
Land and Resources* ({481 B T &)%) and our Group
with respect to the acquisition of the Land

2 December 2020, being the latest practicable date prior
to the printing of this prospectus for the purpose of
ascertaining certain information in this prospectus prior to

its publication

the listing of our H Shares on the Stock Exchange
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DEFINITIONS

“Listing Committee”

“Listing Date”

“Listing Rules”

s

“Mandatory Provisions’

“Maoweil Investment”

“Maoyang Village”

“Maoyang Village Committee”

“Maoyang Village Share Economic
Cooperative”

the Listing Committee of the Stock Exchange

the date, expected to be on Wednesday, 30 December
2020, on which dealings in our H Shares first commence
on the Stock Exchange

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

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas* (B|534h LT/ 7 &R
Wi EK), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles of
association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of the
State Council (BIF5Pia&7Z B &) and the former State
Commission for Restructuring the Economic Systems ([
FEFEHE I EZ B E) on 27 August 1994

Wenling City Maowei Investment Company Limited* ({ii
ST AL EAR/AF]), a company established in the
PRC with limited liability on 20 November 2017, which is
wholly-owned by Maoyang Village Share Economic
Cooperative and is one of our Controlling Shareholders
and Promoters

Maoyang Village, Wengiao Town, Wenling City, Zhejiang
Province, the PRC* (H B #7 VL7 i 42 T VLI 85 58 VE A

Wenling City Wengiao Town Maoyang Village Villagers
Committee* (L 38 T IR G BB AT A R B ), a
villagers committee in Maoyang Village, which is one of
our Controlling Shareholders

Wenling City Wenqiao Town Maoyang Village Share
Economic Cooperative* (ifit45 7 ifit i 85 3 1 A I 00y 58375
fE4t), a domestic enterprise established in the PRC on 11
August 2017, which is wholly-owned by Maoyang Village
Committee and is one of our Controlling Shareholders
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DEFINITIONS

“Market Development Service
Centre”

“Market Group”

“Measuring and Cutting Tools

Financing Service”

“Ministry of Finance”

“MOFCOM”

“NAO”

“NDRC”

“NPC”

“NPCSC”

“Offer Price”

Wenling City Market Development Service Centre* ({45
MR H0), an  institutional  organisation
established in the PRC on 21 September 1995, which is
one of our Controlling Shareholders

Wenling City Market Group Company Limited* (4817
L E B A BR/AF]), a company established in the PRC with
limited liability on 10 August 2017, which is
wholly-owned by Market Development Service Centre and
is one of our Controlling Shareholders and Promoters

the measuring and cutting tools financing service (L& &
Al & Ik 5 *) offered by a bank in Wenling City in favour
of our tenants, details of which are set out in the section
headed “Business — Support Service — Measuring and
Cutting Tools Financing Service” in this prospectus

the Ministry of Finance of the PRC (A% A [ Al 5 i
i)

the Ministry of Commerce of the PRC (H % A [ 1[5 75
BB

the National Audit Office of the PRC (% A R 3LA 2 7%
FHES)

the National Development and Reform Commission of the

PRC (h#E N RILFIE B R 8 R MBEZ B E)

the National People’s Congress of the PRC (H#E A L3 H0
S PN A N )

the Standing Committee of the National People’s Congress

(hEARLIMEEEARRERGHHELZAE)

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee of 1.00%, SFC transaction
levy of 0.0027% and Stock Exchange trading fee of
0.005%) of not more than HK$6.75 and expected to be not
less than HK$6.25, at which Hong Kong Offer Shares are
to be subscribed and which will be determined in the
manner as further described in the section headed
“Structure and Conditions of the Global Offering” in this
prospectus
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DEFINITIONS

“Offer Shares”

“Over-allotment Option”

“PBOC”

“PRC Company Law”

“PRC GAAP”

“PRC Government”

“PRC Legal Advisers”

“Price Determination Agreement”

“Price Determination Date”

“Product Quality Law”

the Hong Kong Offer Shares and the International Placing
Shares, together with, where relevant, any additional H
Shares which may be issued by our Company pursuant to
the exercise of the Over-allotment Option

the option to be granted by our Company to the Joint
Global Coordinators (for themselves and on behalf of the
International Underwriters) under the International
Underwriting Agreement pursuant to which our Company
may be required to sell up to an additional aggregate of
3,000,000 H Shares (in aggregate representing
approximately 15% of the Offer Shares initially being
offered under the Global Offering) at the Offer Price

the People’s Bank of China ({7 A [R#R1T), the central
bank of the PRC

the Company Law of the PRC ("3 NRILFE AL,
issued on 29 December 1993 and the last amendment of
which was effective on 26 October 2018

the Accounting Standards for Business Enterprises ({23
& 5t ¥EHI]) promulgated by the Ministry of Finance

the central government of the PRC and all governmental
subdivisions (including provincial, municipal and other
regional or local government entities) and organizations of
such government or, as the context requires, any of them

AllBright Law Offices, legal advisers to our Company as
to the PRC laws in connection with the Global Offering

the agreement to be entered into by the Joint Global
Coordinators (for themselves and on behalf of the
Underwriters) and us on the Price Determination Date to
record and fix the Offer Price

the date, expected to be on or around Wednesday, 16
December 2020 but no later than Thursday, 24 December
2020, on which the Offer Price is fixed for the purposes
of the Global Offering

the Product Quality Law of the PRC, as amended,
supplemented or otherwise modified from time to time
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DEFINITIONS

“Product Testing Service Centre”

“Products Display Platform”

“Promoter(s)”

“Property Valuation Report”

“Property Valuer”

“Province”

“Qianyang Investment”

“Qianyangxia Village”

“Qianyangxia Village Committee”

the national-level product testing service centre that we
contemplate to establish on the Third Floor. For further
details, please refer to the section headed “Business —
Business Strategies — Further development of the Third
Floor — 3. Establishment of the Product Testing Service
Centre” in this prospectus

The Measuring and Cutting Tools products display
platform that we contemplate to establish on the Third
Floor. For further details, please refer to the section
headed “Business — Business Strategies — Further
development of the Third Floor — 2. Establishment of the
Products Display Platform” in this prospectus

the promoters that established our Company, which
comprised Market Group, Qiaoling Investment, Qianyang
Investment, = Maowei Investment, Zhongjie Hede
Investment, Shangyu Investment, Botao Investment,
Zhang Laoqiao Investment and Mr. Huang Yugen

the text of a letter, the summary of values and valuation
certificates from the Property Valuer, as set out in
Appendix VII to this prospectus

Colliers International (Hong Kong) Limited, an
independent property valuer commissioned by us to
conduct property valuation on the property of our Group

an administrative division within China

Wenling City Qianyang Investment Company Limited* (i
SETTRITEFILEAPR/AF]), a company established in the
PRC with limited liability on 20 November 2017, which is
wholly-owned by Qianyangxia Village Share Economic
Cooperative and is one of our Controlling Shareholders
and Promoters

Qianyangxia Village, Wengiao Town, Wenling City,
Zhejiang Province, the PRC* (H |2 #7 VL2 1 42 7 1k 0y S5 Hif
FE A

Wenling City Wenqiao Town Qianyangxia Village
Villagers Committee* (Ifi 48 M7 il & S AT T A RZ B
), a villagers committee in Qianyangxia Village and is
one of our Controlling Shareholders
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DEFINITIONS

“Qianyangxia Village Share
Economic Cooperative”

“Qiaoling Investment”

“Regulation S”

“Renminbi” or “RMB”

“Reorganisation”

“SAFE”

“SAIC”

“SATN

“Second Floor”

“Securities Law”

“SFC”

“SFO”

Wenling City Wenqiao Town Qianyangxia Village Share
Economic Cooperative* (ifit48 7 il i S AT T #F B 58 7
A 1YE4L), a domestic enterprise established in the PRC on
16 October 2017, which is wholly-owned by Qianyangxia
Village Committee and is one of our Controlling
Shareholders

Wenling City Qiaoling Investment Development Company
Limited* (R4 M IGEEERARAF), a company
established in the PRC with limited liability on 24 June
2016, which is wholly-owned by Wenqgiao Town People’s
Government and is one of our Controlling Shareholders
and Promoters

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC

the corporate reorganisation arrangements implemented by
our Group in preparation for the Listing, particulars of
which are summarised in the paragraph headed “History,
Development and Reorganisation — Reorganisation” of this
prospectus

the State Administration of Foreign Exchange of the PRC
(2 N R A B B R A B A PSR )

the State Administration for Industry & Commerce of the

PRC (3 A RILAN I B 5 T A7 BUE AR

the State Administration of Taxation of the PRC (¥ A
PR 28] (B R 05 A ) )

the second floor of our Trading Centre

the Securities Law of the PRC ("3 A R I E 35 71k,
issued on 29 December 1998 and last amended and newly
effective on 31 August 2014

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the

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

“Shangjie Village”

“Shangjie Village Committee”

“Shangjie Village Share Economic
Cooperative”

“Shangyu Investment”

“Share(s)”

“Shareholder(s)”

“Shuliang Technology”

“Sole Sponsor” or “Cinda

International”

“Special Regulations”

“Stabilising Manager”

Shangjie Village, Wenqiao Town, Wenling City, Zhejiang
Province, the PRC* (H [ #7 V1.7 it 42 T VLI 85 _b A5 40

Wenling City Wenqgiao Town Shangjie Village Villagers
Committee* (EAETTRIGHE EHA A RZE B ), a
villagers committee in Shangjie Village and is one of our
Controlling Shareholders

Wenling City Wenqgiao Town Shangjie Village Share
Economic Cooperative* (ifit45 7 ilit i 85 b A i 003 58375 &
fE4t), a domestic enterprise established in the PRC on 27
March 2017, which is wholly-owned by Shangjie Village
Committee and is one of our Controlling Shareholders

Wenling City Shangyu Investment Company Limited* (I
T EFREARAF]), a company established in the
PRC with limited liability on 20 November 2017, which is
wholly-owned by Shangjie Village Share Economic
Cooperative and is one of our Controlling Shareholders
and Promoters

Domestic Share(s) and/or H Share(s)
holder(s) of the Share(s)

Hangzhou Shuliang Technology Co., Ltd* (Bu/HESERH
&4y A RN F]), a company incorporated in the PRC that
our Company engaged to invent the Index

Cinda International Capital Limited, a licensed
corporation under the SFO permitted to engage in types 1
(advising on securities) and 6 (advising on corporate
finance) of the regulated activities (as defined under the
SFO), acting as the sole sponsor to the Listing and one of
the Joint Global Coordinators, the Joint Bookrunners and
the Joint Lead Manager of the Global Offering

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies (BBt B i B0 A FR AN 715 7 55 45 ik
By K EHTRRFRI R AE), issued on 4 August 1994 and
effective on 25 December 1995

Regan International Securities Limited
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DEFINITIONS

“State Council”

“Stock Exchange”

“substantial shareholder(s)”

“Supervisor(s)”

“Takeovers Code”

“Third Floor”

“Tiangong Technology”

“Track Record Period”

“Trading Centre”

“Underwriters”

“Underwriting Agreements”

“US” or “United States”

the State Council of the PRC (H 3 A [ 301 2 B 75 e )
The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in the Listing Rules
member(s) of the Board of Supervisors

the Codes on Takeovers and Mergers and Share
Buy-backs, as amended, supplemented or otherwise
modified from time to time

the third floor of our Trading Centre

Wenling City Tiangong Measuring and Cutting Tools
Technology Service Centre Company Limited* (48T K
L LTI ARG DA BR/A ), a company established
in the PRC with limited liability on 21 May 2010, which
was owned by Qiaoling Investment as to 26% and four
Independent Third Parties, namely, Jiang Zhongrong* (i
A4, Lin Xinyuan® (MOBJ), Zhejiang Shangyou Daoju
Co., Ltd.* (Wi{L LT EAFR/AF]) and Sun Guomei* (%
@I%) as to 25%, 25%, 14% and 10%, respectively, as at
the Latest Practicable Date

the financial years ended 31 December 2017, 2018 and
2019 and the six months ended 30 June 2020

the 4-storey trading centre located in Qianyangxia Village,
Wengiao Town, Wenling City, Zhejiang Province, the
PRC* (R Y U 4 T U O BELRT R A owned,
operated and managed by us essentially for product
displaying and trading purposes, such that it primarily
targets to provide units for use as shops for the tenants to
display, trade and promote their Measuring and Cutting
Tools products to their downstream customers

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction
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DEFINITIONS

“US$” or “US dollar”

“U.S. Securities Act”

“Wenling Business League”

“Wenling Measuring and Cutting
Tools Network”

“Wenling Xuri”

“Wenqgiao Town People’s
Government”

“WHITE Application Form(s)”

“Xuzhai Village Committee”

United States dollars, the lawful currency of the United
States

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

Wenling business league* (R385 %), a league formed by
commercial trading enterprises from Wenling according to
F&S. They can be found in different parts in the PRC and
are engaged in professional distribution, wholesale and
retail of the Measuring and Cutting Tools. It consists of
more than 3,000 Measuring and Cutting Tools commercial
trading enterprises and provides more than 4,000
distribution points in China. It has powerful and
effectively managed distribution and sales network and
channels over China according to the F&S Report

Wenling Measuring and Cutting Tools Network Company
Limited* (R4 CEIJIIBEHARAF), a  company
established in the PRC with limited liability on 27 July
2011, which is a wholly-owned subsidiary of our
Company

Wenling Xuri Investment Company Limited* (Y48 i/ H
WEAFR/AF]), a company established in the PRC with
limited liability on 12 June 2018, which is a
wholly-owned subsidiary of our Company

Wenling City Wenqgiao Town People’s Government* ({48
T LI 85\ RRBURF), which is one of our Controlling
Shareholders

the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be issued in
the applicants’ own name

Wenling City Wenqiao Town Xuzhai Village Villagers
Committee* (RETRIGETFTEMA N RE &), a
villagers committee in Xuzhai Village, Wenqiao Town,
Wenling City, Zhejiang Province, the PRC* (FEI#{LE
WA TGS FFER) and is one of our Controlling
Shareholders

_ 48 —



DEFINITIONS

“Xuzhai Village Share Economic
Cooperative”

“YELLOW Application Form(s)”

“Zhang Laoqiao Investment”

“Zhang Laoqiao Village
Committee”

“Zhang Laoqiao Village Share
Economic Cooperative”

“Zhongjie Hede Investment”

“Zhongjie Village”

Wenling City Wenqiao Town Xuzhai Village Share
Economic Cooperative* (ifit45 7 ilit I 85 7 & A I 003 K875 &
fE#t), a domestic enterprise established in the PRC on 9
December 2009, which is wholly-owned by Xuzhai
Village Committee and is one of our Controlling
Shareholders

the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be deposited
directly into CCASS

Wenling City Zhang Laoqiao Investment Company
Limited* (RETREZBHEAMRAF), a company
established in the PRC with limited liability on 20
November 2017, which 1is wholly-owned by Zhang
Laoqiao Village Share Economic Cooperative and is one
of our Controlling Shareholders and Promoters

Wenling City Wengiao Town Zhang Laoqgiao Village
Villagers Committee* (il 48 7 il i SR ZF A RZ B
), a villagers committee in Zhang Laogiao Village,
Wenqgiao Town, Wenling City, Zhejiang Province, the
PRC* (7 B0 # VL & 148 T 1R G 885k £ A& #)) and is one of

our Controlling Shareholders

Wenling City Wenqiao Town Zhang Laogiao Village Share
Economic Cooperative* (ifit4 7 il f§ S5 & 18+ I 4 58 7
& 1E4L), a domestic enterprise established in the PRC on
13 January 2015, which is wholly-owned by Zhang
Laoqiao Village Committee and is one of our Controlling
Shareholders

Wenling City Zhongjie Hede Investment Company
Limited* (R4 PAEMEREARAF), a company
established in the PRC with limited liability on 20
November 2017, which is wholly-owned by Zhongjie
Village Share Economic Cooperative and is one of our
Controlling Shareholders and Promoters

Zhongjie Village, Wenqiao Town, Wenling City, Zhejiang
Province, the PRC* ([ 7 V1. 75 UL 48 117 W s 88 F A5 45
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“Zhongjie Village Committee”

“Zhongjie Village Share Economic
Cooperative”

“Zone”

“%”

*  For identification purposes only

Wenling City Wenqiao Town Zhongjie Village Villagers
Committee* QAT IRIGSE P A A RZE B ), a
villagers committee in Zhongjie Village and is one of our
Controlling Shareholders

Wenling City Wengiao Town Zhongjie Village Share
Economic Cooperative* (ilit45 i lfil 0 S8 Hh A A i £ 58375 5
1/F7Fi), a domestic enterprise established in the PRC on 6
November 2003, which is wholly-owned by Zhongjie
Village Committee and is one of our Controlling
Shareholders

the zone of our Trading Centre created for the purposes of
effective administration and better management

per cent

Unless otherwise expressly stated or the context otherwise requires, in this prospectus:

All dates and times refer to Hong Kong dates and time, and references to years in this
prospectus are to calendar years.

All data in this prospectus is as at the Latest Practicable Date.

If there is any inconsistency between this prospectus and the Chinese translation of
this prospectus, the English prospectus shall prevail. However, the English translation
and/or transliteration of the names of the PRC nationals, entities, enterprises,
government authorities, departments, facilities, certificates, titles, laws and
regulations included in this prospectus, including those marked with “*”, are
translations from their Chinese names and are for identification purposes only. In the
event of any inconsistency in such case, the Chinese versions shall prevail.

Certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments.

Any discrepancies in any table between totals and sums of amounts listed therein are

due to rounding. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms used in
this prospectus. As such, these terms and their meanings may not correspond to standard
industry meanings or usage of these terms.

44B2B”

“BZC”

“CAGR”

“effective rent”

“GFA”

“gross rent”

business-to-business, a process for businesses selling
products or services to other businesses

business-to-customers, a process for businesses selling
products or services directly to consumers

compound annual growth rate

the contractual rent per sq.m. for existing leases in a
given period shown on a net basis. This amount reflects
the actual amount of rent that we received after discounts
given to the gross rent divided by the leased LFA as at the
relevant dates

gross floor area. Unless otherwise indicated, the GFA of a
building comprises the area contained within the external
walls of the building measured at each floor level
(including any floor below ground level) including the
thickness of the external walls of the building. This
generally includes the Ancillary Facilities

the contractual rent per sq.m. for existing tenancies in a
given period. This amount reflects the total contractual
base rent without adjusting for any discounts divided by
the LFA as at the relevant dates
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“LFA”

“Measuring and Cutting Tools

“occupancy rate”

’

“projects held for future

113

development”

sq.m.

leaseable gross floor area. Unless otherwise indicated, it
comprises the gross floor area designated by us for lease
to tenants, including, with respect to our Trading Centre
units, the gross floor area leased by us to third parties
pursuant to the tenancy agreements with our tenants of
our Trading Centre units. It excludes the area of
approximately 48,245 sq.m. primarily consisting of the
area: (a) for our office and conference purposes
(approximately 2,962.5 sq.m.); (b) on the Third Floor to
be utilised (approximately 8,740 sq.m.), for example, for
the establishment of the Products Display Platform and
the Product Testing Service Centre; (c) for providing the
Ancillary Facilities (approximately 1,006.9 sq.m.) and (d)
considered as common area in our Trading Centre,
covering all corridors, pathways, lifts, escalators, pillars
and walls etc. (approximately 35,535.6 sq.m.)

the tools or products, mainly including measuring tools,
cutting tools and other tools, which are used in the
machine manufacturing process. Please refer to the
paragraph headed “Business — Our business — Measuring
and Cutting Tools” in this prospectus for further details

the total leased LFA divided by total LFA at a given date
property projects in respect of which we have (a) received
the relevant land use rights certificates, or (b) signed the
relevant land grant contracts and for which we have fully
paid the land grant premium but not yet obtained land use

rights certificates

square metres
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FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS CONTAINED IN THIS PROSPECTUS MAY NOT
MATERIALISE

We have included in this prospectus forward-looking statements. Statements that are not
historical facts, including statements about our intentions, beliefs, expectations or predictions for
the future, are forward-looking statements. These forward-looking statements include, without
limitation, statements relating to:

. any changes in the laws, rules and regulations of the central and local governments in
the PRC and the rules, regulations and policies of the relevant government authorities
relating to all aspects of our business and our business plans;

. our ability to control our risks;

. our business and operating strategies and our ability to implement such strategies;

. future developments, trends, conditions and the competitive environment in the
industry and markets in which we operate or into which we intend to expand;

. our expansion plan;
. financial market developments;
. our financial condition and performance;

o our future debt levels and capital needs;

. changes in economic conditions in the cities in which we operate, including a
downturn in the industry in which we operate and general economy in China;

. our ability to reduce costs;

. our dividend policy;

. our capital expenditure plans;

. our business prospects;

. changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices, including those pertaining to the PRC and the industry and markets in

which we operate;

. the actions and developments of our competitors;
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. certain statements in the section headed “Financial Information” in this prospectus
with respect to trends in prices, volumes, operations, margins, overall market trends,
risk management and exchange rates; and

. other statements in this prospectus that are not historical facts.

In some cases, we use the words “aim,” “anticipate,” “believe,” “can,” “continue,” “could,”
“estimate,” “expect,” “going forward,” “intend,” “ought to,” “may,” “might,” “plan,” “potential,”
“predict,” “project,” “seek,” “should,” “will,” “would” and similar expressions to identify

forward-looking statements. In particular, we use these forward-looking statements in the
sections headed “Business” and “Financial Information” in this prospectus in relation to future
events, our future financial, business or other performance and development, the future
development of our industry and the future development of the general economy of our key
markets.

These forward-looking statements are based on current plans and estimates, and speak only
as at the date they were made. We undertake no obligation to update or revise any
forward-looking statements in light of new information, future events or otherwise. Forward-
looking statements involve inherent risks and uncertainties and are subject to assumptions, some
of which are beyond our control. We caution you that a number of important factors could cause
actual outcomes to differ, or to differ materially, from those expressed in any forward-looking
statements.

Our Directors confirm that the forward-looking statements are made after reasonable care
and due consideration. By their nature, however, forward-looking statements require us to make
assumptions that are subject to inherent risks and uncertainties. As such, the forward-looking
events and circumstances discussed in this prospectus might not occur in the way we expect, or
at all. Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements contained in this prospectus are qualified by reference to this
cautionary statement.
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RISK FACTORS

Investing in our H Shares involves a high degree of risk. You should carefully consider
each of the risks described below and all of the other information contained in this
prospectus before deciding to invest in our H Shares. You should be aware that we are a
company incorporated in the PRC and our business and operations are conducted in the PRC
which are governed by a legal and regulatory environment that in some respects differs
significantly from that in other countries. For more information concerning the PRC and
certain related matters discussed below, please refer to the sections headed “Regulatory
Overview”, “Appendix V — Summary of Principal Legal and Regulatory Provisions” and
“Appendix VI — Summary of Articles of Association” in this prospectus.

If any of the following risks occur, our business, financial condition and results of
operations could be materially and adversely affected. In that case, the trading price of our H

Shares could decline, and you may lose all or part of your investment.

Our operations involve certain risks, some of which are beyond our control. These risks can
be broadly categorised into: (i) risks relating to our business; (ii) risks relating to the industry;
(iii) risks relating to conducting business in the PRC; and (iv) risks relating to the Global
Offering.

RISKS RELATING TO OUR BUSINESS

During the Track Record Period, our profitability has declined due to decrease in valuation
gains of our investment properties, and our prospects are dependent on various factors,
including but not limited to the appraisal value of our properties, limited revenue growth,
increase in cash outflow in respect of interests for the loan, our ability to execute our
expansion plan successfully in light of the uncertainties involved in the establishment of the
Industrial Park and our ability to cope with the fierce market competition from different
market players

During the Track Record Period, our profitability has declined due to decrease in the
valuation gains of our investment properties since a significant portion of our net profits were
attributable to the valuation gains on our investment properties, which represents approximately
60.1%, 46.0%, 33.2% and 9.6% of the profit for the years ended 31 December 2017, 2018 and
2019 and for the six months ended 30 June 2020 respectively. For details, please refer to the
paragraph headed “Our property valuation is based on certain assumptions which, by their
nature, are subjective and uncertain, may materially differ from actual results and may not
accurately reflect our financial position” in this section. As valuation gains are unrealised and do
not generate any cash inflow to us until such investment properties are disposed of at
considerations similar to the valuations, we may therefore experience higher profitability
through investment property valuation gains without a corresponding improvement to our
liquidity position.

In addition, during the years ended 31 December 2017, 2018 and 2019 and for the six
months ended 30 June 2020, approximately 94.8%, 98.5%, 98.5% and 98.6% of LFA already
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leased to our tenants, respectively. Given that the above occupancy rates of our Trading Centre
were already comparatively high throughout the Track Record Period and is expected to at least
maintain such high occupancy rate in the future, the room for the revenue growth for our
Trading Centre is little or limited, unless our Company decides to increase the amount of rent. If
so decided, it may, on the other hand, attract certain uncertainties to the revenue of our
Company, including but not limited to (1) further negotiations with the existing tenants to enter
into new tenancy agreements, causing increase of time, management and operation costs; (2)
pre-mature termination of the existing tenancy agreements as our tenants may not be able to
afford the higher rent; (3) potential disputes or litigations with respect to the existing tenancy
agreements on the increased amount of rent, causing damage to the reputation of our Trading
Centre; and (4) decrease the attractiveness of our Trading Centre to potential tenants, leading to
lower occupancy rate, any of which may cause material adverse effect on our business, financial
condition and results of operations of our Trading Centre.

We note that our profitability has been declining during the Track Record Period, partly in
view of the above, and this trend is expected to continue because of the increasing finance costs
to be incurred (which are not capitalised) for the construction of the Industrial Park. We will be
incurring a substantial amount of cash outflow in respect of interests for the loan for the
development of the Industrial Park, which is estimated to be approximately RMB3.9 million,
RMBS5.2 million and RMB6.5 million for the years ending 31 December 2020, 2021 and 2022,
respectively. Such incurrence is due to our need to finance the investment cost of approximately
RMB405.9 million by external borrowings of approximately RMB271.4 million details of which
are set out in the paragraph headed “The construction of our Industrial Park will be substantially
financed by external borrowings. If we fail to obtain sufficient funding for our expansion plans,
our business and growth prospects may be adversely affected” in this section. In addition, we
expect to repay part of the loan balance of approximately RMB122.0 million in July 2021 by
sales of certain manufacturing units at the Industrial Park and/or prepaid rental income.
However, we will incur additional finance costs and our results of operations and liquidity
position will be negatively affected if we fail to secure a sufficient demand of targeted tenants
and/or prospective purchasers for such units at the expected rental rates and/or selling price or at
all. For details, please refer to the paragraphs headed “We may not be successful in securing
sufficient demand in relation to the leasing of the units in the Industrial Park” and “We expect to
sell some of the manufacturing units in our Industrial Park. If we fail to secure a sufficient
demand, our results of operations, liquidity position and our ability to repay external borrowing
may be materially and adversely affected” in this section.

Our profitability and ability to achieve profits may also be affected by fierce competition
from different market players. We face direct competition with the operators of other trading
centres, industrial parks and industrial clusters, as well as indirect competition with independent
shops and manufacturers who directly distribute their products to end-customers. In addition,
owing to the rise of e-commerce platforms and rapid development of electronic payment
ecosystem in China, competition with e-commerce operators and B2C companies who directly
sell their products to the end-customers online have also become increasingly fierce. Details of
the competition are set out in the paragraph headed “We face competition from other industrial
tools trading centres, industrial park, industrial clusters and e-commerce operators as well as

- 56 —



RISK FACTORS

B2C companies” in this section. In the premises, the attractiveness of our Trading Centre may be
diminished and if we fail to compete against these market players, our profitability and financial
position will be adversely affected.

In addition, the construction of the Industrial Park is also subject to uncertainties, some of
which may be beyond our reasonable control. For details, please refer to the paragraph headed
“Development and operation of the Industrial Park is uncharted territories for us and we may
encounter difficulties in our strategic steps in relation to the construction and operation of the
Industrial Park due to lack of experience and other uncertainties” in this section. This suggests
that our expansion plan may not be implemented successfully and our profitability may continue
to decline until the construction work is completed and the Industrial Park is in full operation.

We currently rely on our Trading Centre for substantially all of our revenues and we may
not be able to replace or renew all of our leases upon their expiration

We are a Measuring and Cutting Tools trading centre operator and our principal activity
and source of revenue are primarily derived from property leasing business through our
operation of the Trading Centre. We currently rely on our Trading Centre for substantially all of
our revenues. For the years ended 31 December 2017, 2018 and 2019 and for the six months
ended 30 June 2020, the revenue of our property leasing business are approximately RMB42.7
million, RMB45.9 million, RMB46.9 million and RMB18.9 million, representing approximately
98.2%, 97.7%, 93.6% and 94.4% of our total revenue, respectively. This single location revenue
source may entail a higher level of risk as compared to other operators of trade centres that have
revenue-generating properties over several different locations or have a more diverse range of
property investments. In the event of a circumstance which adversely affects the operations or
business of our Trading Centre, or its attractiveness to tenants, we will not have income from
other properties to mitigate any ensuing loss. A concentration of investments in a single location
will cause our Trading Centre to be highly susceptible to a downturn in the economic conditions
in Wenling City, Zhejiang Province. In addition, any property damage at our Trading Centre,
resulting from fire or other causes, or a downturn in the industrial materials or manufacturing
industry or Measuring and Cutting Tools industry in the PRC, may have a material adverse effect
on our business, financial condition and results of operations.

Further, we cannot assure you that our Trading Centre will continue to attract tenants and
generate rental income at historical rates, or that it will be successful in the future. As at the
Latest Practicable Date, leases (including the First Floor, the Second Floor and the Third Floor
while excluding the basement of our Trading Centre) comprising a total LFA leased of
approximately 2,090.0 sq.m., 669.0 sq.m., 40.0 sq.m., 284.0 sq.m. and 16,464.6 sq.m. were
scheduled to expire in the years ending 2021, 2022, 2023, 2024 and 2025 (and afterwards),
respectively, representing approximately 10.7%, 3.4%, 0.2%, 1.5% and 84.2% of the total LFA
leased of our Trading Centre as at the Latest Practicable Date, respectively. For details, please
refer to the section headed “Business — Our Business Model — Workflow of our property leasing
business — (2) Preparation of tenancy agreements — Lease expirations” in this prospectus. As at
31 December 2017, 2018 and 2019, 30 June 2020 and the Latest Practicable Date, our Trading
Centre had 590, 612, 610, 611 and 614 tenants. During the years ended 31 December 2017, 2018
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and 2019, 28, two and two lease agreements expired and 17, seven and 11 lease agreements were
prematurely terminated mainly because the tenants considered the rents were higher than what
they might afford, respectively, out of which 31, three and four leases were taken up by the
same tenant or by another tenant before the end of the year, respectively, representing the
renewal rate of approximately 68.9%, 33.3% and 30.8%, respectively. In respect of the 31 leases
renewed during the year ended 31 December 2017, they were renewed for a term of five or six
years. In respect of the three leases renewed during the year ended 31 December 2018, two of
them were renewed for a term of one year while one of them was renewed for a term of two
years. The four leases renewed during the year ended 31 December 2019 were renewed for a
term ranging from one to five years. There was no lease agreement expired or prematurely
terminated during the six months ended 30 June 2020. The term of the lease normally ranges
from four to six years or 20 years. We cannot assure you that we will be able to replace or
renew all of the leases upon their expiration or premature termination, that we will maintain our
existing occupancy rates, or that we will be able to increase rental rates to market rate, all of
which depend on the demands of the units of our Trading Centre, which in turn is affected by
various factors, some of which may be beyond our control, such as our tenants’ satisfaction of
our property management service, the business prospects of our tenants, our ability to compete
with other operators of trading centres, e-commerce platforms and B2C companies, and the
development of the manufacturing industry in China that has a direct impact on the domestic
demands of Measuring and Cutting tools.

Although we plan to establish the Industrial Park, to further develop the Third Floor and to
transform our Trading Centre into an internet-enabled trading centre for strengthening our
market position and diversifying our revenue stream, we cannot assure you that we will be able
to materialise our plans or generate revenue and net income from these plans at all or in
amounts that we expect. If we are unable to renew or replace our leases at the Trading Centre
and at rental rates as we expect, our results of operations, financial condition and cash flows
could be materially adversely affected.

Our property valuation is based on certain assumptions which, by their nature, are
subjective and uncertain, may materially differ from actual results and may not accurately
reflect our financial position

During the Track Record Period, our valuation gains on investment properties were
approximately RMB27.0 million, RMB17.0 million, RMB10.8 million and RMB1.0 million,
representing approximately 60.1%, 46.0%, 33.2% and 9.6% of the profit for the years ended 31
December 2017, 2018, and 2019 and for the six months ended 30 June 2020, respectively.
Valuation of our properties as at 31 October 2020 prepared by our Property Valuer, Colliers
International (Hong Kong) Limited, an independent property valuer, is set forth in the Property
Valuation Report set out in Appendix VII to this prospectus. The valuation is made based on
assumptions which, by their nature, are subjective and uncertain and may differ from actual
results. Unforeseeable changes in general and local economic conditions or other factors beyond
our control may also affect the value of our properties. As a result, the valuation of our
properties may differ materially from the price we could receive in an actual sale of the property
in the market. Therefore, they should not be taken as their actual realisable value or an
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estimation of their realisable value. Also, valuation gains are unrealised and do not generate any
cash inflow to us until such investment properties are disposed of at considerations similar to
the valuations.

As such, we may experience higher profitability through investment property valuation
gains without a corresponding improvement to our liquidity position, suggesting that our
financial position is not accurately reflected.

Our business operations and financial results may be adversely affected by the outbreak of
COVID-19

The Epidemic caused by COVID-19 first emerged in late 2019 and continues to expand
within the PRC and globally. The new strain of the coronavirus is considered contagious and
may pose a public health threat. On 23 January 2020, the PRC government announced the
lockdown of Wuhan City in an attempt to quarantine the city, followed by draconian measures
imposed by the PRC in various regions of the nation including travel restrictions in major cities.
Various countries and territories have also imposed travel restrictions, such as denial of entry,
against travellers from the PRC and/or those who have been to the PRC for the past 14 days
before arrival of such countries and territories.

The Epidemic, which may result in fatalities and disruption of production activities, is
likely to have an adverse impact on the livelihood of the people in and the economy of the PRC.
The manufacturing industry in the PRC, which is downstream of the Manufacturing and Cutting
Tools manufacturing industry, may be adversely affected, which may in turn affect the
Measuring and Cutting Tools industry in the PRC, and therefore our business operation and our
financial performance.

In addition, on 28 January 2020, the relevant authorities in Wenling City have imposed
epidemic prevention measures such as closure of public venues and restrictions for employees to
resume work during the extended Lunar New Year holiday. Our Trading Centre was closed
during the Closure Period as part of the measures to prevent the spread of the Epidemic. Our
total revenue decreased by approximately 19.6% from approximately RMB24.9 million for the
six months ended 30 June 2019 to approximately RMB20.0 million for the six months ended 30
June 2020 mainly because of the one-off 35-day rental refund of approximately RMB4.5 million
we provided to our tenants in order to take up social responsibilities as well as to respond to
government’s recommendation to help enterprises resume businesses and production due to the
Epidemic. For further details of the outbreak of the Epidemic, please refer the section headed
“Summary and Highlights — Outbreak of Respiratory Disease Caused by COVID-19” in this
prospectus.

We are uncertain as to when the Epidemic will be constrained. If the Epidemic continues
without being effectively controlled in the future, our business operation and financial
performance may be materially and adversely affected as a result of factors such as the changes
in the outlook of the Measuring and Cutting Tools market, slowdown in economic growth and
negative business sentiment, and any measures which may restrict the operations of our
Company, our Trading Centre and our major customers in the PRC. In addition, if in the future
any of our employees, employees of our tenants, visitors to our Trading Centre and/or workers at
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the construction site of the Industrial Park are suspected of having been infected by the
COVID-19, such persons and/or our employees and/or workers at the construction site of the
Industrial Park who have been in contact with them may be required to be quarantined. We may
also be required to disinfect our Trading Centre and/or the construction site of the Industrial
Park and therefore suffer a temporary suspension of our operations. The completion of the
construction of our Industrial Park may also be delayed and the construction costs may be
increased. Any suspension of our operations and delay of the construction of the Industrial Park
and increase in construction costs will materially and adversely affect our business operations
and financial performance.

The national and regional economies in the PRC and our prospects may be adversely
affected by acts of God and occurrence of the Epidemic

Our business is subject to general economic and social conditions in the PRC. Acts of God
which are beyond our control may adversely affect the economy, infrastructure and livelihood of
the people in the PRC. The occurrence of the Epidemic or recurrence of SARS, H5N1 avian flu,
HINI1 influenza or an outbreak of any other epidemics in the PRC, including the spread of
MERS and H7N9 avian influenza virus, especially in the Taizhou City or Wenling City, may
cause an economic downturn in the affected areas therein and result in disruptions to the
operation of our Trading Centre and the construction of the Industrial Park, which in turn may
adversely affect our results of operations and financial position.

We may be required to refund the relevant rental income that we have received, and our
tenants may prematurely terminate the tenancy agreements before expiry

In accordance with the terms and conditions of the tenancy agreements that we entered into
with our tenants, we generally demand full-year payment of rent prior to the commencement of
the subsequent year. Such rental income is classified as current and non-current
receipt-in-advance, depending on their respective expected dates of revenue recognition. As at
31 December 2017, 2018 and 2019 and 30 June 2020, we recognised receipts-in-advance in the
aggregate amount of approximately RMB136.5 million, RMB134.8 million, RMB129.7 million
and RMB106.6 million, respectively. Such rental income may be subject to refund to the
relevant tenants pursuant to relevant laws, regulations and/or administrative measures of the
PRC as may be effective from time to time. For instance, as advised by the PRC Legal Advisers,
our tenants may be entitled to a refund of rent in respect of the Closure Period pursuant to the
terms of the tenancy agreements and the relevant laws, regulations or local administrative
measures of the PRC, the total amount of which would be approximately RMB2.7 million.

In addition, as further advised by the PRC Legal Advisers, our Trading Centre is subject to
paragraph 9 of the official document of Committee of Wenling City, Communist Party of China
and People’s Government of Wenling City titled “Opinions On Strictly Enforcing Epidemic
Preventions To Help Enterprises Resumption of Business and Production by Committee of
Wenling City, Communist Party of China and People’s Government of Wenling City* (- 3148
W2 WA TN REUR B 7 s S e 1 B 2 R B 26 T E A TER)” (Wen Shi Wei Fa
[2020] 7 Hao) (&1 Z % [2020] 79%)) (the “Opinions”), which encouraged market operators to
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reduce or waive payment of rents from the tenants in order to help enterprises who suspended
business operations or suffered from delayed resumption of businesses due to the Epidemic. For
those market operators who reduced or waived payment of rent, the Department of Finance of
Wenling City* ({48 i B/ BUR)) would provide certain financial subsidy.

In order to take up social responsibilities as well as respond to the Wenling Government’s
recommendation and the Opinions to help enterprises resume businesses and production, we are
prepared to offer a 35-day rental refund to our tenants, the relevant amount of which would be
approximately RMB4.5 million on our revenue. The amount of such 35-day rental refund is
higher than the rental refund entitled by our tenants in respect of the Closure Period (i.e.
approximately RMB2.7 million) pursuant to the terms of the relevant tenancy agreements and
the relevant laws and regulations in the PRC. As at the Latest Practicable Date, the rental refund
had been completed. Despite as provided in the Opinions that we would receive financial
subsidy from Department of Finance of Wenling City to partially compensate the above rental
refund, it is expected that for the year ending 31 December 2020, there would still be a potential
net cash outflow of approximately RMB1.4 million, and our profit will be decreased by
approximately RMB1.0 million.

We cannot assure that there will be no further closure of our Trading Centre due to the
Epidemic or other unforeseeable causes, in which event our tenants may request for further
refund of the pre-paid rental from us. In light of the potential economic downturn caused by the
Epidemic, our tenants may prematurely terminate the tenancy agreements before expiry thus
possibly lowering the occupancy rate of our Trading Centre. Please refer to the paragraph headed
“Risks Relating to our Business — We currently rely on our Trading Centre for substantially all
of our revenues and we may not be able to replace or renew all of our leases upon their
expiration” in this section for further details of the risks relating to premature termination of the
tenancy agreements.

The above rental refund and premature termination of the tenancy agreements may have a
material adverse effect on our business, occupancy rate of our Trading Centre, cash flow,
financial condition and results of operations.

We may not be able to execute our business strategies

In order to maintain and enhance our profitability, it is imperative for us to successfully
execute our business strategies, namely, (i) to further strengthen our market position in the
Measuring and Cutting Tools market; (ii) to further develop the Third Floor of the Trading
Centre; (iii) to transform ourselves into an internet-enabled trading centre; (iv) to further
strengthen our brand recognition; and (v) the development of the Industrial Park, details of
which are set out in the section headed “Business — Business Strategies” in this prospectus, for
purposes of attracting new tenants, retaining existing tenants and achieving market rental rates.
This, however, depends upon the successful construction and development of our Industrial Park,
our ability to secure sufficient demands for our Trading Centre and Industrial Park, our ability to
compete against other market players, and other macro-economic factor, namely, the continuing
growth in the manufacturing industry and Measuring and Cutting Tools industry in the PRC,
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details of which are set out in the paragraph headed “The cyclical nature of the real estate, the
manufacturing and the Measuring and Cutting Tools industries and the macro-economic situation
in the PRC and worldwide could adversely affect our results of operations” in this section. We
may face challenges in implementing our business strategies and our ability to achieve our goals
may be adversely affected by factors beyond our control. If we are not able to successfully
execute our business strategies, we may not be able to compete with other competitors of the
industry and our business, results of operations and financial condition will be materially and
adversely affected. Even if our business strategies are successfully implemented, there is no
assurance that they will increase our market share or enhance our market position and our
competitiveness.

The construction of our Industrial Park will be substantially financed by external
borrowings. If we fail to obtain sufficient funding for our expansion plans, our business and
growth prospects may be adversely affected

A substantial amount of the investment cost of our Industrial Park will be financed by
external borrowings. We estimate that a total of approximately RMB405.9 million will be
invested into the Industrial Park. We intend to fund such expansion with (a) a portion of the net
proceeds from the Listing (approximately RMB39.2 million); (b) our internal funding
(approximately RMB95.3 million); and (c) external borrowings (approximately RMB271.4
million). We contemplate cash outflow in respect of interest for our bank borrowings will be
estimated to be approximately RMB3.9 million, RMBS5.2 million and RMB6.5 million for the
years ending 31 December 2020, 2021 and 2022, respectively. Please refer to the section headed
“Future Plans and Use of Proceeds” in this prospectus for details of our use of proceeds.
However, the interest associated with the external borrowings for the construction of the
Industrial Park, together with the actual costs for construction, are going to be front-loaded such
that substantial capital will be incurred before the Industrial Park starts generating revenue,
leading to an adverse impact on the liquidity of our Group.

If our resources were insufficient to satisfy our financial requirements, we may seek
additional financing, including but not limited to bank borrowings and/or debt and/or equity
securities offerings. We believe that our ability to obtain additional financing on acceptable
terms is subject to a variety of uncertainties, some of which are beyond our control, including
general economic and capital market conditions, credit availability from banks or other lenders,
investors’ confidence in us, the performance of the manufacturing industry and the Measuring
and Cutting Tools industry in the PRC in general, and our operating and financial performance
in particular. During the six months ended 30 June 2020, we have obtained bank loans with the
aggregate amount of RMB78.5 million from banks in the PRC to finance the development of the
Industrial Park. Nevertheless, we cannot assure you that future financing will be available in
amounts or on terms acceptable to us, if at all. In the event that financing is not available or is
not available on terms acceptable to us, our development of the Industrial Park and the ensuing
expansion plan will be compelled to put on hold, and our results of operations, business growth
and development prospects may be materially and adversely affected. Furthermore, to the extent
that we raise additional financing by issuing equity securities, our Shareholders may experience
dilution in their shareholdings in our Company. To the extent that we engage in debt financing,
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the incurrence of indebtedness would result in increased debt obligations and could result in
operating and financing covenants that may, among other things, restrict our operations or our
ability to pay dividends. Servicing such debt obligations could also be burdensome to our
operations. If we fail to service the debt obligations due to, for example, our inability to
maintain adequate cash inflows from funds generated from our operating activities, or are unable
to comply with such debt covenants, we could be in default under the relevant debt obligations
and our liquidity and financial conditions may be materially and adversely affected.

If we were unable to obtain all the relevant rights for the Industrial Park for future
development, we will not be able to further develop the same according to our plans

We intend to use part of the proceeds from the Listing (approximately RMB39.2 million)
for the establishment and construction of the Industrial Park (approximately RMB405.9 million)
thereon. Although we have already obtained the real property ownership certificate for the Land
on which the Industrial Park has been erected in May 2019, and we have also obtained the
building permit on 4 December 2019 and construction permit on 13 December 2019,
respectively, prior to the commencement of the construction of the Industrial Park, we cannot
assure you that we will be successful in obtaining all other requisite development rights,
approvals and permits from the government for these purposes. Specifically, we cannot assure
you that we will be successful in obtaining all governmental clearance, whether on the
provincial or the municipal level or otherwise, that are required in order for us to construct the
Industrial Park. Further, we cannot assure you, after the construction, we will be granted the real
property ownership certificate for the Industrial Park, or at all. In any event, commitment of
financial and managerial resources to develop the Land involves risks beyond our control.
Before the development generates any revenue, we will have already incurred a variety of
material capital expenditures. If we fail to obtain the requisite rights and approvals mentioned
above, we will not be able to develop the Industrial Park as planned, our profitability will
continue to decline and our financial position will be materially and adversely affected.

We may not be successful in securing sufficient demand in relation to the leasing of the
units in the Industrial Park

Upon completion of the development of the Industrial Park, a substantial portion of the
area of the Industrial Park will be designated as a development platform, in which the units will
be for lease to medium to small manufacturer enterprises to conduct and develop their
manufacturing business. Pursuant to the Development and Construction Agreement entered into
by us with Wenling City New District Management Committee in December 2018, which
provides certain requirements in relation to our investment in and development of the Industrial
Park, we shall be required to select tenants in accordance with certain pre-set criteria, including
the restriction that the tenants shall belong to the Measuring and Cutting Tools industry, and
various other restrictions and requirements in relation to the levels of sales revenue, tax
payment, pollution generation and energy consumption of these potential tenants. For further
details of these restrictions and criteria set out in the Development and Construction Agreement,
please refer to the section headed “Business — Our Business Expansion — Measuring and Cutting
Tools Industrial Park” in this prospectus. As a result, the Industrial Park will target a restricted
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pool of participants in the Measuring and Cutting Tools industry. We cannot assure you that we
will be able to secure sufficient demand for our manufacturing units of our Industrial Park for
leasing. Further, we cannot assure you that the location of our Industrial Park is geographically
appealing to our potential tenants. As we are expected to incur substantial capital expenditures
of approximately RMB405.9 million for the development of the Industrial Park, which are going
to be front-loaded before the Industrial Park starts generating revenue, should we not be able to
secure sufficient demand for the leasing of the units, a portion of our investment in the form of
development costs and expenses incurred may not be recoverable, which may cause an adverse
impact to our business and financial position.

We expect to sell some of the manufacturing units in our Industrial Park. If we fail to
secure a sufficient demand, our results of operations, liquidity position and our ability to
repay external borrowing may be materially and adversely affected

We expect to sell some of the manufacturing units of the Industrial Park. However, we
cannot assure you that we will successfully secure a sufficient demand of prospective purchasers
for such units at the expected selling price or at all. Whether the manufacturing units of the
Industrial Park would be sold as expected is affected by factors including but not limited to the
then market demand, economic conditions in the PRC and government policies which are beyond
our control. Further, we do not have sufficient experience with respect to the sale of properties
and may not be able to cope with the challenges and difficulties that may exist in the sale of
properties. During the Track Record Period, our primary source of revenue derived from
property leasing business through our operation of the Trading Centre and we were not engaged
in any sale of units of our Trading Centre. Also, the development of the property market of the
PRC is uncertain and is affected by local, regional, national and global factors, including
economic and financial condition, demand for and supply of properties, inflation, interest rates
and availability of capital, many of which are beyond our control. In particular, the PRC
property market is subject to extensive governmental regulations and is sensitive to policy
changes. The PRC government exerts considerable direct and indirect influence on the growth
and development of the PRC property market through industry policies and other economic
measures such as setting interest rates, controlling the supply of credit by changing bank reserve
ratios and implementing lending restrictions, increasing tax and duties on property transfers and
imposing restrictions on foreign investment. We cannot assure you that the PRC government will
not implement further tightening measures to restrain the PRC property market at the national,
provincial, municipal and/or local level, in which case the transaction volume and selling prices
of properties in the PRC may decline or further intensify, and as a result, we may not be able to
sell our units at the Industrial Park at the expected selling price or at all. Should we fail to
secure a sufficient demand for the sale of units at the Industrial Park, or if the selling prices are
lower than expected, our results of operations and our liquidity position may be materially and
adversely affected.

Moreover, a substantial amount of the investment cost of our Industrial Park will be
financed by external borrowings. We borrowed a principal amount of loans of approximately
RMB28.5 million and RMB50.0 million in March and May 2020 with the effective interest rate
of 5.4% and 5.5% per annum, respectively, and partial repayment of approximately RMB10.0
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million in September 2020. We expect to borrow additional amount of loans of approximately
RMB202.9 million in 2021, and the effective interest rate for these loans is expected to be 5.4%
per annum (being the effective interest rate of the outstanding loan borrowed by the Group under
an existing banking facility of RMB233.0 million). For details of the total investment cost,
please refer to the section headed “Summary and Highlights — Total investment cost and source
of funding” in this prospectus. We expect to repay part of the loan balance of approximately
RMB122.0 million in July 2021 by sales of certain manufacturing units at the Industrial Park
and/or prepaid rental income. If we fail to sell the relevant manufacturing units of the Industrial
Park as expected, we may not be able to make the above partial repayment of the loan as
planned, which may increase our finance costs and affect our results of operations and liquidity
position.

Development and operation of the Industrial Park is uncharted territories for us and we
may encounter difficulties in our strategic steps in relation to the construction and
operation of the Industrial Park due to lack of experience and other uncertainties

We intend to develop the Industrial Park to expand our Measuring and Cutting Tools
industry coverage in the PRC, and the operation of the Industrial Park involves new elements
that did not exist in our Trading Centre, such as a development platform for medium to small
manufacturer enterprises to conduct and develop their manufacturing businesses as well as an
innovation centre to offer professional service to them. For details, please refer to the section
headed “Business — Our Business Expansion — Measuring and Cutting Tools Industrial Park” of
this prospectus. Our experience in operating our Trading Centre, may not completely be
transferable to, and replicated in, the operation of the Industrial Park. We cannot assure you that
we will not encounter any difficulties arising from the lack of experience in relation to the
construction and operation of the Industrial Park. When these difficulties arise, additional costs
may be incurred to tackle relevant problems, which may include engaging external professionals
or consultants to advise on solutions. As a result, the operation of the Industrial Park may be
affected or disrupted, and our business and financial position may be adversely affected as a
result.

Furthermore, unforeseeable events may disrupt the construction of the Industrial Park and
longer time may be required than we currently anticipate to implement our expansion plan
before the Industrial Park can operate, including difficulties and delays in obtaining the requisite
development rights, approvals and permits from the government, delays in construction work due
to weather condition and natural disasters, occurrence of industrial accidents to our employees
and subcontractors during the course of construction and delay in the supply and delivery of raw
materials for the construction. As a result of any delay or failure in completing our expansion,
cost overruns, failure to obtain the intended economic benefits from our expansion or other
circumstances beyond our control, our business, financial condition and operations may be
adversely and even materially affected.
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We incurred net current liabilities as at 31 December 2017, 31 December 2018 and 31
December 2019 and 30 June 2020. We may be exposed to liquidity risks where our business,
financial conditions and operation may be materially and adversely affected

We had incurred net current liabilities of approximately RMB17.6 million, RMB9.6 million,
RMB67.4 million and RMB36.6 million as at 31 December 2017, 2018 and 2019 and as at 30
June 2020, respectively. We were in a net current liabilities position as at 31 December 2017 and
2018 primarily because we declared dividends of RMB30.0 million during the year ended 31
December 2017 that were settled during the years ended 31 December 2017 and 2018, which
lowered our cash position. Our net current liabilities as at 31 December 2019 and as at 30 June
2020 were primarily related to the financing of acquisition of the Land at a consideration of
RMB63.5 million and the construction of the Industrial Park by the short-term bank loans of
approximately RMB57.0 million and approximately RMB28.5 million as at 31 December 2019
and as at 30 June 2020, respectively. For details of the reasons for our net current liabilities,
please refer to the section headed “Financial Information — Net current assets and liabilities” in
this prospectus.

If our current liabilities become due and payable and if we do not have sufficient internal
resources to fully repay them, our performance and financial conditions could be adversely and
materially affected. Furthermore, our credit rating may be negatively affected, which may
prevent us from obtaining further external loan facilities to repay the current liabilities and
finance the costs of our investment of the Industrial Park.

We recorded negative operating cash flow for the six months ended 30 June 2019 and 2020

We recorded negative operating cash flow of approximately RMB6.0 million and RMB10.3
million for the six months ended 30 June 2019 and 2020, respectively, primarily because we
receive annual property leasing fees in October of each year for five-year tenancy agreements
while we incur operating expenses and make payments at every month, resulting in significant
net cash inflow from operating activities in October while net cash outflow from operating
activities in most of the month ended periods during each financial year. In the event that we are
unable to generate sufficient cash flow for our operations or otherwise unable to obtain
sufficient funds to finance our business, our liquidity and financial condition may be materially
and adversely affected. We give no assurance that we will have sufficient cash from other
sources to fund our operations. If we resort to other financing activities to generate additional
cash, we will incur additional financing costs, and we cannot guarantee that we will be able to
obtain the financing on terms acceptable to us, or at all.

We charge property management fees on a lump sum basis and our profit margin may
decrease if the property management fees are insufficient to cover our operating costs in
connection with our performance of property management services

We charge our customers the property management fees on a lump sum basis. For the years

ended 31 December 2017, 2018 and 2019 and for the six months ended 30 June 2020, our
property management costs are approximately RMB1,564,000, RMB1,740,000, RMB1,867,000
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and RMB985,000, representing approximately 23.3%, 21.3%, 20.2% and 22.2% of the total cost
of sales, respectively. We recognise the revenue of property management fees over time we
perform the related service to the customers and recognise the costs we incur in relation to the
performance of property management services as our cost of sales. While our property
management fees are charged on a pre-determined lump sum basis, we also bear all the expenses
that arise from our provision of property management services. If there is an increase in such
expenses for our performance of property management services, we may charge additional
property management fees from our customers to cover our increased costs subject to the terms
of the relevant tenancy agreement with the tenants.

During the Track Record Period, we experienced a rise in the property management costs
paid to our subcontractors for performance of our property management services. Although we
may charge our tenants additional property management fees with a view to covering any
increase of property management costs incurred by us, we cannot guarantee that such additional
fees collected from our tenants are sufficient to cover the shortfall as, having considered the
market condition and our relationship with our tenants, we may not be able to make a
dollar-to-dollar adjustment to the property management fees charged and completely transfer the
increase in our costs to our tenants. If we fail to promptly increase and collect additional
property management fees from our tenants or control our operating costs in connection with our
performance of property management services, our profit margin may be adversely affected.

Non-renewal of licences, approvals or permits may have a material adverse effect on our
business operations

It is a pre-requisite requirement for us to obtain certain licences, approvals and permits
from various governmental or regulatory authorities, namely the business licence (2% #) and
trading name registration licence (T3 %% #Ci#%), in order to conduct business and carry on
the operations of our Trading Centre. However, these licences, approvals and permits are subject
to periodic review and renewal by the relevant governmental or regulatory authorities and our
continued compliance with certain standards and requirements.

There is no assurance that we will be able to renew all necessary licences, approvals and
permits in the future. Non-renewal of all necessary licences, approvals and permits may prevent
us from undertaking or carrying on the business of our Trading Centre, which may disrupt our
business operations and may have a material adverse effect on our business, results of operations
and financial condition.

Any damage to our reputation or brand image could adversely affect our business, financial
condition, results of operation and prospects

We rely on our reputation to attract our tenants’ customers to our Trading Centre. We
believe that brand value is based largely on subjective customer perception and can be damaged
by isolated incidents that diminish customer trust. Any negative incidents or negative publicity
concerning us, our business, our Trading Centre or our tenants could adversely affect our

- 67 -



RISK FACTORS

reputation and business. Our brand value and consumer demand could decline significantly if we
fail to deliver a consistently positive experience to our tenants’ customers that visit our Trading
Centre.

In addition, our efforts to protect our brand name may not be adequate and we may be
unable to identify any unauthorised use of our brand name or to take appropriate steps to enforce
our rights on a timely basis. Our trademarks and other intellectual property rights are also
critical to our success. We rely on trademark and copyright law as well as agreements with our
employees, tenants, business partners and others to protect our intellectual property rights. As at
the Latest Practicable Date, we had three registered trademarks in the PRC, one registered
trademark in Hong Kong and two domain names registered in the PRC. Despite the precautions
taken, it may be possible for third parties to obtain and use our intellectual property without
authorisation, which may adversely affect our business and reputation. Moreover, litigation may
be necessary in the future to enforce our intellectual property rights or to determine the validity
and scope of the proprietary rights of others. Such litigation could result in substantial costs and
a diversion of resources and, consequently, could adversely affect our business and results of
operation.

Failure to retain the services of our key personnel may materially and adversely affect our
business and results of operations

The success of our Group to date has largely been attributable to the contributions,
commitment and experience of our management team and key personnel, namely Mr. Pan
Haihong, Mr. Zhou Guilin, Mr. Chen Junren and Mr. Xia Xianfa, in particular their familiarity
with our business operations and their experience and expertise in the property development and
Measuring and Cutting Tools industries in the PRC. For details of our Directors and senior
management, please refer to the section headed “Directors, Supervisors and Senior Management”
in this prospectus. In the event that we lose our key management personnel without a suitable
and timely replacement or those personnel is employed by our competitors, our competitiveness,
business performance, results of operations as well as business prospects may be materially and
adversely affected.

In addition, our future growth and ability to implement our business strategies, in
particular, our plan to establish the Industrial Park, the operation of which may involve new
elements that do not exist in our Trading Centre, will depend on, among other factors, the
successful recruitment and retention of additional highly skilled and experienced management
and other key personnel. We cannot assure you that we will be able to hire or retain such
employees and the failure to do so may materially and adversely affect our business, results of
operations and financial condition.

We may suffer losses caused by natural disasters and accidents and these losses may not be
fully covered by insurance

Our business may be adversely affected due to the occurrence of typhoons, severe storms,
earthquakes, floods, wildfires or other natural disasters or similar events in the areas where we
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operate our Trading Centre. There are other types of losses, such as losses arising from war,
nuclear contamination, tsunami, pollution and acts of terrorism. As at the Latest Practicable
Date, we have taken out an insurance with the insured amount of approximately RMB224
million to cover, among others, losses arising from fire, explosion and natural disasters such as
lightning strike and landslide against the assets in our Trading Centre. Should an uninsured loss
occur, we could lose all or a portion of the capital invested in a property, as well as the
anticipated future revenues from the property. Any material uninsured loss could materially and
adversely affect our business, financial condition and results of operations.

Moreover, in the course of the construction of the Industrial Park, we cannot guarantee that
employees, suppliers and subcontractors involved will implement entirely all safety measures
and procedures, and that the construction will be accident-free. Although we will take out
insurance policies that we believe will be sufficient for construction works of a similar kind, we
cannot assure you that there will not be any occurrence of personal injuries, property damage or
fatal accidents that may result in damages or compensation exceeding the insured amount, which
may adversely affect the process of construction and our financial position to the extent not
covered by insurance.

In addition, we may have to renew our insurance policies in the future periodically and
negotiate acceptable terms for coverage, exposing us to the volatility of the insurance markets,
including the possibility of rate increases. While we can regularly monitor the status of the
insurance market, we cannot anticipate what coverage will be available on commercially
reasonable terms in future policy years. Any material increase in insurance rates or decrease in
available coverage in the future could adversely affect our results of operations and financial
condition.

We rely on subcontractor(s) to provide certain services to us

During the Track Record Period, we engaged a subcontractor to provide property
management service, including security service, cleaning service, water and electricity repair and
maintenance service, to our tenants in our Trading Centre. For the years ended 31 December
2017, 2018 and 2019 and the six months ended 30 June 2020, our property management costs
are approximately RMB1,564,000, RMB1,740,000, RMB1,867,000 and RMB985,000,
representing approximately 23.3%, 21.3%, 20.2% and 22.2% of the total cost of sales,
respectively. For details of the salient terms of the property management subcontracting
agreement between our Company and our subcontractor, please refer to the section headed
“Business — Our Supplier — Subcontractor” in this prospectus.

Depending on the business development and our financial performance, we may need to
engage additional subcontractor(s) to provide property management services for us (the
“Services”), especially after the establishment of our Industrial Park. There is no assurance that
the Services can meet the standard of our tenants (the “Tenants’ Standard”). If the Services
cannot meet the Tenants’ Standard, our tenants may deem it as our failure, which may adversely
affect our business reputation. Any failure to retain quality subcontractor(s) or obtain
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replacement with more favourable terms to us or at all may have an adverse effect on our
business and results of operations.

RISKS RELATING TO THE INDUSTRY

The cyclical nature of the real estate, the manufacturing and the Measuring and Cutting
Tools industries and the macro-economic situation in the PRC and worldwide could
adversely affect our results of operations

We are a Measuring and Cutting Tools trading centre operator and our principal activity
and source of revenue are primarily derived from property leasing business through our
operation of the Trading Centre. A significant portion of our net profits were also attributable to
the valuation gains on our investment property during the Track Record Period. As such, our
results of operations are and will continue to be affected by the cyclical nature of the real estate
industry in the PRC. During the Track Record Period, the value of our investment properties, i.e.
the Trading Centre, has been appreciated. We also maintained a steady rental rate for our
Trading Centre, details of which are set out in the section headed “Business — Our Business
Model — Rental rate” in this prospectus. However, the property value of our Trading Centre and
rents we may charge our tenants are affected by, among other factors, supply and demand of
comparable properties, interest rates, inflation, the rate of economic growth, tax laws and
political and economic developments in the PRC. We cannot assure you the property market in
the PRC will continue to grow and at a rate that we expect. If the property value and the rental
rate in the PRC decline in general, our property values and rental income may also decline
correspondingly.

Since the end-customers of the Measuring and Trading Tools transacted by the tenants of
our Trading Centre are mostly downstream manufacturers in the PRC engaging in, among others,
the textile industry, paper industry, pharmaceutical industry and automobile industry, our revenue
therefore also depends upon the growing demand for the manufacturing industry in the PRC,
which is currently supported by favourable government policies such as the Development Plan of
Intelligent Manufacturing (2016-2020)* (& RERZEFFEAH (2016-2020)), which aims to
expedite the process of intelligent manufacturing, accelerating the upgrade and replacement of
outdated manufacturing machine and contributing to a rising demand of Measuring and Cutting
Tools in China. For further information on how recent market developments have affected the
Measuring and Cutting Tools industry during the Track Record Period, please refer to the section
headed “Industry Overview — Overview of Measuring and Cutting Tools in China” in this
prospectus. If there is a change in the government policy in respect of the development of
intelligent manufacturing, the growth of the manufacturing industry in the PRC, as well as the
domestic demand for Measuring and Cutting Tools, may be slowed down or retarded, which will
adversely affect the trading volume, sales value and demands of our Trading Centre and our
Industrial Park to be established.

On the other hand, the PRC has integrated into the world economy and has become an

integral part of the global supply chain. There is a tremendous demand for exports of goods
manufactured in the PRC. Thus, any occurrence of global economic slowdown or financial crisis
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may adversely affect the overall economic and market conditions in the PRC. Any downturn of
the world economy may lead to an increased market volatility and uncertainty in the PRC, lack
of market confidence, weakening economic sentiments and decreasing business spending in the
PRC. These economic conditions could adversely affect the disposable income levels of, and the
credit available to, the downstream manufacturers in the PRC, especially those involving in the
export of goods, as well as the customers of their products, which may include foreign
companies. The demands of their products may drop and the manufacturing industry in the PRC
may experience a decline in general. In the circumstance, a reduction in the demand for
Measuring and Cutting Tools in the PRC would result in a decline of trading activities in our
Trading Centre and the Industrial Park that we plan to establish, gradually leading to a
decreasing demand of the units in our Trading Centre and our Industrial Park from the suppliers
and manufacturers of the Measuring and Cutting Tools industry. As a result, our results of
operations, financial condition and business prospect may be materially and adversely affected.

We face competition from other industrial tools trading centres, industrial park, industrial
clusters and e-commerce operators as well as B2C companies

We face competition from other trading centres selling industrial tools including Measuring
and Cutting Tools in China, particularly in Zhejiang, Jiangsu and Guangdong Provinces.
Currently there are four large-scale trading centres in China, with two of them selling not only
Measuring and Cutting Tools but also other hardware. In addition, there may be an increase in
supply of industrial tools trading centres in Zhejiang Province and elsewhere in China in the
future. We may also face competition from other industrial parks operators in the PRC that share
the same or similar market positioning with us, or that provide identical or similar services such
as key processing service, advanced and integrated technology service, operation of development
platform or equipment display centre, etc.. Further, Wenling City, as one of the major domestic
industrial agglomeration for Measuring and Cutting Tools, potentially has the following
industrial clusters in the PRC as main market competitors: (a) Dongguan Measuring and Cutting
Tool Industrial Cluster* (3R5&T L& JJ H & %), an area in Dongguan which accommodate
Measuring and Cutting Tools enterprises that mainly focus on Computer Numeric Control cutting
tools* (H(Z J1 H); (b) Changzhou Measuring and Cutting Tool Industrial Cluster* (EMT L&
J)HEZRE), an area in Changzhou which accommodate Measuring and Cutting Tools
enterprises that mainly focus on cemented carbide cutting tools* (B &4 JJH). Competition
between our Trading Centre and these industrial clusters may arise with respect to the trading of
the specific type of the Measuring and Cutting Tools that these clusters focus on.

In addition, we may also face indirect competition from independent shops and
manufacturers who directly distribute their products to end-customers. In fact, according to F&S,
the total sales revenue of trading Measuring and Cutting Tools by independent shops and direct
sales from manufacturers accounted for approximately 61.5% and 23.9% of the total Measuring
and Cutting Tools market in the PRC in 2019, respectively. These Manufacturing and Cutting
Tools suppliers could have been our potential tenants distributing their products through our
Trading Centre, hence their business operating as independent shops and manufacturers directly
distributing products to end-customers amounted to an indirect competition to us. Further, due to
the rise of e-commerce platforms and rapid development of electronic payment ecosystem in
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China, competition with e-commerce operators have become increasingly fierce. Over the past
few years, the PRC has witnessed rapid development of e-commerce which also penetrates in the
Measuring and Cutting Tools market. Comprehensive e-commerce operators such as Alibaba and
specific e-commerce operators such as Tools Union have been focusing on the Measuring and
Cutting Tools market while Shangwujin focusing on hardware market. These online platforms
allow potential buyers to access a large variety of Measuring and Cutting Tools more
conveniently, which may be a more attractive option for some of the buyers who could otherwise
purchase the products at our Trading Centre. With rapid development of e-commerce, there is a
blooming of B2C companies who directly sell their products to the end customers online without
any physical trading platforms. This competition may affect our ability to attract and retain
tenants and buyers and may reduce the rents or prices we are able to charge. We cannot assure
you that we will prevail in competing with other trading centres and industrial park operators.
Our inability to compete effectively could adversely affect our business, financial condition and
results of operations.

Our business, financial condition and results of operations may be materially and adversely
affected by international policies and international economic sanctions (including the recent
US-China trade war)

Certain foreign jurisdictions have imposed or may impose economic sanctions in various
forms (such as heavy tariffs or harsh trade conditions) against certain countries, individuals and
legal entities, which, from time to time, prohibit or restrict export and import activities to a
certain extent and result in penalties or fines. For instance, the recent US-China trade war has
led to the introductions of tariffs on certain goods trading between the two countries. The
products targeted by the additional tariffs are believed to be those which benefit from the PRC’s
industrial policy and forced technology transfer practices, which include machinery, televisions,
medical devices, aircraft parts and batteries. The trade tensions between the two countries have
been rising and there is a possibility that the extent and scale of trade restrictions between the
two countries will be escalated if the US and China fail to reach any agreement to settle the
issue. There is no assurance as to how the US-China trade war may develop or whether there
will be any changes to the scope and extent of goods that are or will be subject to such tariffs
policies introduced by the two countries. We cannot predict the implications of the ongoing
US-China trade war and its impact on our industry and the global economy.

The downstream manufacturers in the PRC, i.e. the end-customers of the Measuring and
Cutting Tools products traded in our Trading Centre, include different kinds of manufacturing
industries such as textile industry, paper industry, pharmaceutical industry, automobile industry,
etc. We cannot assure that such downstream manufacturers will not engage in export sales of
their products into the U.S. and that the export sales of their products into the U.S. will not be
subject to the new restrictions to be introduced by US in the future. Further, we have no control
over the countries to which such downstream manufacturers will sell and/or export their end
products. If the export sales of such downstream manufacturers’ end products shall be restricted,
prohibited or made subject to any trade conditions under any international policies or
international economic sanctions imposed by any jurisdictions, their demand in our tenants’
Measuring and Cutting Tools products may drop significantly. They may even relocate their
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production plants to a country other than China in order to avoid any unfavourable trade
restrictions, in which event procurement of Measuring and Cutting Tools for their production
will likely take place out of China, which also reduce the demands of products offered by our
tenants at our Trading Centre. As a result, the demand for a unit for rent at our Trading Centre
from the suppliers of Measuring and Cutting Tools may be diminished correspondingly, and our
business, financial condition and results of operations may be materially and adversely affected.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Our business operations may be materially and adversely affected by any change in the
political, economic and social policies and conditions of Zhejiang Province, the PRC

Our business and results of operations are subject to the political, economic and social
policies and conditions of Zhejiang Province, the PRC, as all of our revenue is derived from our
operations in Zhejiang Province, the PRC and our major assets are located in Zhejiang Province,
the PRC. Our ability to conduct and expand our business operations in Zhejiang Province, the
PRC depends on a number of factors that are beyond our control, including macro-economic and
other market conditions and credit availability from lending institutions. In order to control
inflation and promote economic growth, the PRC Government has introduced certain
macro-economic policies, such as imposing commercial bank lending guidelines, which have the
effect of restricting lending to certain industries. Some of these macro-economic policies and
lending policies may limit our ability to obtain financing, thus reducing our ability to implement
our business strategies. There is no assurance that the Zhejiang Provisional Government and the
PRC Government as a whole will not introduce more restrictive or onerous policies in the future.
Any change in the political, economic and social policies and conditions of Zhejiang Province,
the PRC may bring uncertainty to our business operations and may materially and adversely
affect our prospects and results of operations.

While the PRC Government has undergone various economic reforms in the last few
decades, many of such reforms are of an experimental nature and are expected to be refined,
adjusted and modified from time to time based on economic and social conditions. In addition,
the scope, application and interpretation of the laws and regulations relating to such reforms
may not be entirely clear. Such refinement, adjustment or modification may impact our business
operations in ways that we cannot predict and any uncertainty in the scope, application and
interpretation of the relevant laws and regulations may materially and adversely affect our
results of operations and financial condition.

The legal system in the PRC is not fully developed and has inherent uncertainties that
could limit the legal protections available to our Shareholders

Our business operations are primarily conducted in the PRC and our Company is governed
by the PRC laws, rules and regulations. The PRC legal system is based on written statutes and
their interpretation by the Supreme People’s Court of the PRC, and may not be as comprehensive
or developed as that of other jurisdictions. Prior court decisions may be cited for reference but
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do not have binding precedential effect and have little weight as precedents. Accordingly, the
outcome of dispute resolutions may not be consistent or predictable.

Although efforts have been made by the PRC Government to enhance protection of foreign
investment in the PRC, the PRC has not yet developed a fully integrated legal system.
Newly-enacted laws and regulations may not sufficiently cover all aspects of economic activities
in the PRC and there is much uncertainty in their application, interpretation and enforcement. As
a result, we may not be aware of our violations of certain policies or rules in a timely manner.

The legal protection available to us under the PRC laws, rules and regulations may be
limited. Any litigation or regulatory enforcement action in the PRC may be protracted, which
may result in the diversion of our resources and management attention. In addition, the outcome
of dispute resolutions may not be consistent or predictable and it may be difficult to enforce
judgments and arbitration awards in the PRC.

In addition, the application, interpretation and enforcement of the PRC laws and regulations
may be subject to the political condition and changes in social policies in the PRC. Different
regulatory authorities may have different interpretation on certain laws and regulations and may
adopt different approach in enforcement. As a result, companies may be required to comply with
the requirements or standards set by the relevant authorities from time to time or obtain
approvals and complete filings in accordance with the interpretation and enforcement of such
laws and regulations by the relevant authorities. Uncertainty in the application, interpretation
and enforcement of the PRC laws and regulations may require us to incur additional cost and
effort in complying with the requirements or standards imposed by the PRC regulatory
authorities, which may materially and adversely affect our business, results of operations and
financial condition.

The PRC Government’s control of foreign currency conversion may limit our foreign
exchange transactions, including payment of dividends to holders of our H Shares

Substantially all of our revenue is denominated in Renminbi. Since Renminbi is not a freely
convertible currency, a portion of our cash may be required to be converted into other currencies
in order to meet our foreign currency needs, including payment of dividends to holders of our H
Shares. The PRC Government has imposed controls on the conversion between Renminbi and
foreign currencies and, in certain cases, the remittance of foreign currencies into and out of the
PRC.

Pursuant to the existing the PRC foreign exchange regulations, payments of current account
items, such as dividend distributions and interest payments, can be made in foreign currencies
without prior approval from the SAFE, but subject to certain procedural requirements. However,
approval from or registration with the SAFE is required where Renminbi is to be converted into
other foreign currencies and remitted out of the PRC to pay capital expenses such as the
repayment of loans denominated in foreign currencies. We cannot assure you that the PRC
regulatory authorities will not impose restrictions on foreign exchange transactions for current
account items in the future. If the foreign exchange control system prevents us from obtaining
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sufficient foreign currencies to satisfy our currency demands, we may not be able to pay
dividends to holders of our H Shares in foreign currencies. Any shortage in the availability of
foreign currencies may also restrict our ability to purchase or obtain goods and services in
countries outside of the PRC, impair our business activities that are conducted in foreign
currencies, or limit our ability to remit sufficient foreign currencies to make other payments or
otherwise satisfy our obligations that are required to be settled in foreign currencies.

Furthermore, the net proceeds from the Global Offering are expected to be deposited in
currencies other than Renminbi until we convert these proceeds into onshore Renminbi. If the
net proceeds cannot be converted into onshore Renminbi in a timely manner, our ability to
deploy these proceeds efficiently may be affected, which may adversely affect our business,
results of operations and financial condition.

Fluctuations in exchange rates and the value of Renminbi may have a material adverse
effect on our results of operations and financial condition

Since substantially all of our revenues are denominated in Renminbi, we will need to
convert some of our cash into foreign currencies in order to pay dividends to holders of our H
Shares. The value of Renminbi against foreign currencies fluctuates, and is subject to changes
resulting from the PRC Government’s policies, domestic and international economic and
political developments as well as supply and demand in the monetary market. Since July 2005,
the PRC Government has adopted a managed floating exchange rate system to allow the value of
Renminbi to fluctuate within a regulated band based on market supply and demand and with
reference to a basket of currencies. In April 2012, the PBOC enlarged the floating band for the
trading price of Renminbi against U.S. dollars on the interbank spot exchange market to 1.00%
around the central parity rate. In March 2014, the PBOC further enlarged the floating band for
the trading price of Renminbi against U.S. dollars on the interbank spot exchange market to
2.00% around the central parity rate. There remains significant international pressure on the PRC
Government to adopt more flexible currency policies. In the event of significant change in the
exchange rates of Hong Kong dollars and U.S. dollars against Renminbi, our ability to pay
dividends in foreign currencies may be materially and adversely affected.

In addition, since dividends in respect of our H Shares will be declared in Renminbi and
paid in Hong Kong dollars, holders of our H Shares in countries other than the PRC are subject
to risks arising from adverse fluctuations in the value of Renminbi against Hong Kong dollars,
which may reduce the value of any dividends to be paid in respect of our H Shares. Furthermore,
following completion of the Global Offering, our exposure to risks associated with foreign
currency fluctuations may further increase as the net proceeds from the Global Offering are
expected to be denominated in currencies other than Renminbi. We cannot predict how the
exchange rate of Renminbi against other currencies will fluctuate in the future. Any such
fluctuation may have a material and adverse effect on our business, results of operations and
financial condition.
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Our results of operations may be materially and adversely affected by tax reforms in the
PRC

On 23 March 2016, the Ministry of Finance of the PRC and the SAT jointly released the
Circular on Comprehensively Promoting the Pilot Program of the Collection of Value-added Tax
in Lieu of Business Tax ([ 4> 14k BH /& SE 8 o B8 (B U B 948 ), whereby business tax in
certain industry sectors will be replaced by value-added tax with effect from 1 May 2016. In
particular, value-added tax at a rate of 5% is imposed on the property leasing industry in the
PRC. Please refer to the section headed “Appendix V — Summary of Principal Legal and
Regulatory Provisions” of this prospectus for further details.

There is also no assurance that the PRC government authorities will not impose a higher
tax rate on the property leasing industry in the PRC in the future. Any tax reform introduced by
the government authorities in the PRC may increase our tax burden and have a material adverse
impact on our financial condition and results of operations.

It may be difficult to effect service of process in relation to disputes brought in courts
outside the PRC on, or to enforce judgments obtained from non-PRC courts against, us or
our management who reside in the PRC

Most of our management reside in the PRC and our major assets and a significant portion
of the assets of most of our management are located in the PRC. There is no assurance that you
will be able to effect service of process in connection with disputes brought in courts outside the
PRC on, or to enforce judgments obtained from non-PRC courts against, us or our management
who reside in the PRC.

Furthermore, the PRC does not have treaties providing for the reciprocal recognition and
enforcement of judgments awarded by courts in certain foreign countries. Even though the PRC
has entered into either a treaty relating to judicial enforcement with the relevant foreign country
or a relevant international convention, a foreign judgment or ruling may not be recognised and
enforced in the PRC if the people’s court considers that the recognition or enforcement of such
judgment or ruling would violate the basic legal principles of the PRC, its sovereignty or
national security, or would not be in the public interest. It may therefore be difficult or even
impossible to enforce against us or our management who reside in the PRC certain judgment
obtained from non-PRC courts.

Payment of dividends is subject to restrictions under the PRC laws and regulations

According to the relevant the PRC laws and regulations, our Company can only pay
dividends out of our distributable profits. Distributable profits are our after-tax profits as
calculated according to the PRC GAAP or HKFRSs, whichever is lower, less any recovery of
accumulated losses and appropriations to statutory and other reserves that we are required to
make. The declaration of dividends is proposed by our Board and subject to our Shareholders’
approval. We cannot guarantee whether, when and in what form we will pay dividends in the
future. We may not have sufficient or any distributable profits to make dividend distributions to
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our Shareholders, even if our financial statements may indicate that our business is profitable.
Our ability to pay dividends may also be restricted due to the existence of restrictive covenants
in banking facilities or other agreements that we may enter into in the future. In addition,
dividends paid in the past may not be indicative of our dividend policy in the future.

You may be subject to the PRC taxation for dividends received and gains realised in
connection with our H Shares

Under the PRC tax laws, rules and regulations, non-PRC resident individuals and non-PRC
resident enterprises are generally subject to the PRC income tax obligations on dividends paid to
them by us at the rate of 20% and 10%, respectively. We would be required to withhold such tax
from our dividend payments to them, subject to any reduction or exemption under any tax
treaties between the PRC and the jurisdictions of such non-PRC resident individuals or non-PRC
resident enterprises. Similarly, holders of our H Shares who are non-PRC resident individuals or
non-PRC resident enterprises would be required to pay the PRC income tax on gains from the
dispositions of our H Shares at the rate of 20% or 10%, respectively, subject to any reduction or
exemption under any tax treaties between the PRC and the jurisdictions of such non-PRC
resident individuals or non-PRC resident enterprises.

Despite the arrangements mentioned above, the PRC tax laws and rules may change,
including the relevant preferential tax treatment being revoked in the future such that all
non-PRC resident individual holders of our H Shares will be subject to EIT at a flat rate of 20%.
In addition, there are significant uncertainties as to the interpretation and application of
applicable the PRC tax laws and rules, including the taxation of capital gains by non-PRC
resident enterprises, EIT on dividends to non-PRC resident individual holders of our H Shares
and on gains realised on the sale or other disposition of our H Shares. If there is any change to
applicable tax laws and rules and interpretation or application in respect of such laws and rules,
the value of your investment in our H Shares may be materially affected.

Inflation in the PRC could negatively affect our profitability and growth

Economic growth in the PRC has been accompanied by periods of high inflation in the
past, and the PRC Government has implemented various policies from time to time to control
inflation, including imposing various corrective measures designed to restrict the availability of
credit or regulate growth. For example, inflation rate in the PRC increased rapidly in 2010 and
2011 and the PRC Government introduced a number of monetary tightening measures to curb the
overheated real estate markets and increasing inflation in the PRC. High inflation in the future
may cause the PRC Government to once again impose controls on credit and/or price of
commodities, or to take other actions, which may bring a negative impact on our business.

We cannot guarantee the accuracy of facts, forecasts and other statistics with respect to the
PRC, the PRC economy and our relevant industries contained in this prospectus

Certain facts, forecasts and other statistics in this prospectus relating to the PRC, the PRC
economy and our relevant industries, such as the real estate industry and the Measuring and
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Cutting Tools industry, have been derived from information provided or published by the PRC
and other government agencies, industry associations, independent research institutions or other
third-party sources and we can guarantee neither the quality nor the reliability of such source
materials. They have not been prepared or independently verified by us, the Sole Sponsor and
the Underwriters or any of its or their respective affiliates or advisers and, therefore, we make
no representation as to the accuracy of such facts, forecasts and statistics, which may not be
consistent with other information compiled within or outside the PRC. Due to possibly flawed or
ineffective collection methods or discrepancies between published information and market
practice and other problems, the statistics herein may be inaccurate or may not be comparable to
statistics produced for other economies and should not be relied upon. Furthermore, there is no
assurance that they are stated or compiled on the same basis, or with the same degree of
accuracy, as similar statistics presented elsewhere. In all cases, investors should give
consideration as to how much weight or importance they should attach to or place on such facts,
forecasts or statistics.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior market for our H Shares, and their liquidity and market price
following the Global Offering may be volatile

Prior to the Global Offering, there has been no public market for our H Shares. The initial
Offer Price range for our H Shares was the result of negotiations among us and the Joint Global
Coordinators (on behalf of the Underwriters), and the Offer Price may differ significantly from
the market price of our H Shares following the Global Offering. In addition, there can be no
guarantee that: (i) an active trading market for our H Shares will develop; or (ii) if such a
trading market does develop, it will be sustained following the completion of the Global
Offering; or (iii) the market price of our H Shares will not decline below the Offer Price.
Factors such as variations in our revenue, earnings and cash flows or any other developments of
our Company may affect the volume and price at which our H Shares will be traded.

Our Controlling Shareholders have substantial influence over us and their interests may
not be aligned with the interests of our other Shareholders

Immediately after the Global Offering, our Controlling Shareholders will directly and
indirectly own an aggregate of 72.75% of our Shares, if the Over-allotment Option is not
exercised, or 70.12% of our Shares, if the Over-allotment Option is exercised in full. The
interests of our Controlling Shareholders may differ from the interests of our other Shareholders.
Our Controlling Shareholders could have significant influence in determining the outcome of
any corporate transaction or other matter submitted to our Shareholders for approval, including
mergers, consolidations and the sale of all or substantially all of our assets, election of Directors
and other significant corporate actions. This concentration of ownership, as a result, may
discourage, delay or prevent a change in control of our Company, which could deprive our
Shareholders of an opportunity to receive a premium for their Shares in a sale of our Company
or may reduce the market price of our Shares. In addition, to the extent the interests of our
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Controlling Shareholders conflict with the interests of other Shareholders, the interests of other
Shareholders may be disadvantaged or harmed.

Investors should not place reliance on any information released by us other than this
prospectus, or any information contained in press or other media in making your
investment decisions

There has been and will be coverage in the media regarding the Global Offering and our
operations. We do not accept any responsibility for the accuracy or completeness of such media
coverage and make no representation as to the appropriateness, accuracy, completeness or
reliability of any information disseminated in the media. We disclaim any information in the
media to the extent that such information is inconsistent or conflicts with the information
contained in this prospectus. Accordingly, prospective investors should not rely on any of the
information in press or other media coverage in making investment decisions as to whether to
purchase our H Shares.

There will be a time gap between pricing and trading of our H Shares, holders of our H
Shares are subject to the risk that the price of our H Shares could fall during the period
before trading of our H Shares begins

The Offer Price of our H Shares will be determined on the Price Determination Date.
However, trading of our H Shares on the Stock Exchange will not commence until our H Shares
are delivered, which is expected to be a short period after the Price Determination Date. As a
result, holders of our H Shares may not be able to sell or otherwise deal in our H Shares during
that period. Thus, holders of our H Shares may be subject to the risk that trading price of our H
Share could fall before trading of our H Shares begins as a result of adverse market conditions
or other adverse developments arising during the period between the Price Determination Date
and the date on which trading of our H Shares begins.

Future sales, or market perception of sales, of a substantial number of our H Shares in the
public market could cause the market prices of our H Shares to fall

The market price of our H Shares could decline as a result of future sales of a substantial
number of our H Shares or other securities relating to our H Shares in the public market, or the
issuance of new H Shares or other securities relating to our H Shares, or the perception that such
sales or issuances may occur. Moreover, future sales, or perceived sales, of substantial amounts
of our H Shares or other securities relating to our H Shares, including as part of any future
offerings, could materially and adversely affect the prevailing market price of our H Shares and
our ability to raise future capital at a favourable time and price.

We have discretion as to how we will use the net proceeds of the Global Offering
Our management may spend the net proceeds from the Global Offering in ways that do not

yield a favourable return. We plan to use the net proceeds from the Global Offering: (i) to
finance partly the costs and expenses for establishment and construction of the Industrial Park to
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expand our Measuring and Cutting Tools industry coverage; (ii) finance the further development
of the Third Floor; (iii) for partial repayment of the loan to be obtained to acquire the Land; and
(iv) to be general working capital and other general corporate purposes. For details of our
intended use of proceeds, please refer to the section headed “Future Plans and Use of Proceeds”
in this prospectus. However, our management will have discretion as to the actual application of
our net proceeds. You are entrusting your funds to our management, upon whose judgment you
must depend, for the specific uses we will make of the net proceeds from this Global Offering.

If securities or industry analysts do not publish research reports about our business, or if
they adversely change their recommendations regarding our H Shares, the market price
and trading volume of our H Shares may decline

The trading market for our H Shares will be influenced by research reports that industry or
securities analysts publish about us or our business. If one or more analysts who cover us
downgrade our H Shares or publish negative opinions about us, the market price of our H Shares
may decline regardless of the accuracy of the information. If one or more of these analysts cease
coverage of us or fail to regularly publish reports on us, we may lose visibility in the financial
markets, which, in turn, may cause the market price or trading volume of our H Shares to
decline.

Potential investors may experience immediate and substantial dilution as a result of the
Global Offering and could face dilution as a result of future equity financings

Potential investors may pay a price per Share that substantially exceeds the per Share value
of our tangible assets after subtracting our total liabilities and may therefore experience
immediate dilution when potential investors purchase the Offer Shares in the Global Offering.
As a result, if we were to distribute our net tangible assets to the Shareholders immediately
following the Global Offering, potential investors would receive less than the amount they paid
for their Shares.

We may need to raise additional funds in the future to finance further expansions or new
developments in our existing operations. If additional funds are raised through the issuance of
new equities or equity-linked securities of our Company other than on a pro-rata basis to
existing Shareholders, the percentage ownership of such Shareholders in our Company may be
reduced and such new securities may confer rights and privileges that take priority over those
conferred by the Shares.

Forward-looking statements contained in this prospectus are subject to risks and
uncertainties

This prospectus contains certain forward-looking statements and information relating to us
that are based on the beliefs of our management as well as assumptions made by and information

TP 2

currently available to our management. When used in this prospectus, the words “aim,

13 >

“anticipate,” “believe,” “can,” “continue,” “could,” “estimate,” ‘“expect,” “going forward,”

“intend,” “ought to,” “may,” “might,” “ ” o« ”

plan,” “potential,” “predict,” “project,” “seek,” “should,”
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“will,” “would” and the negative of these words and other and similar expressions, as they relate
to our Company or our management, are intended to identify forward-looking statements. Such
statements reflect the current views of our management with respect to future events, operations,
liquidity and capital resources, some of which may not materialise or may change. These
statements are subject to certain risks, uncertainties and assumptions, including the other risk
factors as described in this prospectus. Subject to the requirements of the Listing Rules, we do
not intend publicly to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. Investors should
not place undue reliance on such forward-looking statements and information.
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In preparation for the Global Offering, we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules provides that an applicant applying for a listing on the Stock
Exchange must have sufficient management presence in Hong Kong, and this normally means
that at least two of its executive Directors must be ordinarily resident in Hong Kong. Pursuant to
Rule 19A.15 of the Listing Rules, the requirement of sufficient management presence in Hong
Kong set out in Rule 8.12 of the Listing Rules is also applicable to issuers incorporated in the
PRC, but may be waived by the Stock Exchange at its discretion. In exercising such discretion,
the Stock Exchange will have regard to, among other conditions, the applicant’s arrangement for
maintaining regular communications with the Stock Exchange. Our operations are based in the
PRC and our Group’s headquarters situate in and substantially all of our executive Directors
currently reside in the PRC. We do not, and in the foreseeable future will not, have sufficient
management presence in Hong Kong for the purpose of satisfying the requirements under Rules
8.12 and 19A.15 of the Listing Rules. As a result, we have applied to the Stock Exchange for,
and the Stock Exchange has granted us, a waiver from strict compliance with Rules 8.12 and
19A.15 of the Listing Rules, on the following conditions to ensure that regular and effective
communication is maintained between the Stock Exchange and us:

(a) Authorised representatives: We have appointed Mr. Pan Haihong, our executive
Director and chief executive officer and Mr. Xu Yi, one of our joint company
secretaries, as our authorised representatives (the “Authorised Representatives”) for
the purpose of Rule 3.05 of the Listing Rules. They will act as our principal channel
of communication with the Stock Exchange and will ensure that our Group complies
with the Listing Rules at all times. Although Mr. Pan and Mr. Xu reside in the PRC,
each of them possesses valid travel documents to visit Hong Kong. The Authorised
Representatives will be available to meet with the Stock Exchange within a reasonable
time period the request of the Stock Exchange and will be readily contactable by
phone and email.

(b) Directors: When the Stock Exchange wishes to contact our Directors on any matter,
each of the Authorised Representatives has the necessary means to contact all the
members of our Board (including our independent non-executive Directors) and of our
senior management team promptly at all times. We will implement the following
measures: (i) each Director must provide his/her mobile phone number, office phone
number and email address to the Authorised Representatives and the Stock Exchange;
(ii) in the event that a Director expects to travel and/or otherwise be out of office,
he/she will provide the phone number of the place of his/her accommodation to the
Authorised Representatives. In addition, all of our Directors who are not ordinary
resident in Hong Kong have confirmed that they possess or can apply for valid travel
documents to visit Hong Kong and would be able to meet with the Stock Exchange
within a reasonable period of time, if required.
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(c)

(d)

We have provided the mobile phone number, office phone number and email address
of each of our Directors to the Stock Exchange.

Compliance adviser: We have appointed Cinda International Capital Limited as our
compliance adviser (the “Compliance Adviser”) in compliance with Rule 3A.19 of
the Listing Rules, who will act as our additional channel of communication with the
Stock Exchange during the period from the Listing Date to the date on which we
comply with Rule 13.46 of the Listing Rules in respect of our financial results for the
first full financial year commencing after the Listing Date. Pursuant to Rule 19A.05(2)
of the Listing Rules, the Compliance Adviser will have access at all times to the
Authorised Representatives, our Directors and other members of the senior
management of our Company. The Compliance Adviser will also act as our principal
channel of communication with the Stock Exchange when the Authorised
Representatives are not available and the contact details of the relevant officer and an
alternate of the Compliance Adviser have been provided to the Stock Exchange. We
will ensure that there are adequate and efficient means of communication among
ourselves, the Authorised Representatives, Directors, other officers and the
Compliance Adviser.

Meetings with the Stock Exchange: Meeting between the Stock Exchange and our
Directors can be arranged through the Authorised Representatives or the Compliance
Adviser, or directly with our Directors within a reasonable period. We will inform the
Stock Exchange promptly in respect of any change in the Authorised Representatives
and Compliance Adviser.

APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rule 8.17 of the Listing Rules, we must appoint a company secretary who

satisfies Rule 3.28 of the Listing Rules. According to Rule 3.28 of the Listing Rules, we must

appoint an individual as our company secretary who, by virtue of his academic or professional

qualifications or relevant experience, is, in the opinion of the Stock Exchange, capable of

discharging the functions of company secretary.

Note 1 to Rule 3.28 of the Listing Rules sets out the academic and professional

qualifications considered to be acceptable by the Stock Exchange:

(a)

(b)

(©)

a member of The Hong Kong Institute of Chartered Secretaries;
a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and

a certified public accountant (as defined in the Professional Accountants Ordinance).
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Note 2 to Rule 3.28 of the Listing Rules sets out the factors that the Stock Exchange
considers when assessing an individual’s “relevant experience”:

(a)

(b)

(©)

(d)

length of employment with the issuer and other issuers and the roles he played;

familiarity with the Listing Rules and other relevant law and regulations including the
SFO, Companies Ordinance, Companies (WUMP) Ordinance and the Takeovers Code;

relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

professional qualifications in other jurisdictions.

We have appointed Mr. Xu Yi to act as one of our joint company secretaries. He joined our

Company in September 2016 and is the Group’s personnel of information disclosure having a

thorough understanding of the operation of the Board and our Company. For details of Mr. Xu,

please see the section headed “Directors, Supervisors and Senior Management — Senior

Management” of this prospectus. Mr. Xu, however, does not possess the specified qualifications

required by Rule 3.28 of the Listing Rules. Given the important role of the company secretary in

the corporate governance of a listed issuer, particularly in assisting the listed issuer as well as its

directors in complying with the Listing Rules and other relevant law and regulations, we have

made the following arrangements:

(a)

(b)

we have appointed Ms. Fok Po Yi, who possesses the requisite academic and
professional qualifications and relevant experience as required under Rule 3.28 of the
Listing Rules, as a joint company secretary to work closely with and to provide
assistance to Mr. Xu in the discharge of his duties as a company secretary for an
initial period of three years commencing on the Listing Date so as to communicate
regularly with Mr. Xu on matters relating to the Listing Rules as well as other
applicable laws and regulations, to inform Mr. Xu on a timely basis of any amendment
to the Listing Rules and any new or amended laws, regulations and codes that are
applicable to our Company and to enable Mr. Xu to acquire the relevant experience
(as required under Note 2 to Rule 3.28 of the Listing Rules) to discharge the duties
and responsibilities as company secretary;

our Hong Kong legal advisers have provided training on the Listing Rules and other
applicable law and regulations to Mr. Xu. We will further ensure that Mr. Xu has
access to the relevant training and support to enable him to familiarise himself with
the Listing Rules and other relevant law and regulations, as well as the duties required
of a company secretary of an issuer listed on the Stock Exchange. Moreover, both Mr.
Xu and Ms. Fok will complete the professional training requirements set out under
Rule 3.29 of the Listing Rules;
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

(c) we have appointed Cinda International Capital Limited as the Compliance Adviser to
assist Mr. Xu in relation to corporate governance practices and ongoing compliance
with the Listing Rules and the applicable laws and regulations; and

(d) before the expiry of the three-year period, the qualifications and experience of Mr. Xu
will be re-evaluated. Mr. Xu is expected to demonstrate to the Stock Exchange’s
satisfaction that he, having had the benefit of Ms. Fok’s assistance for three years,
would then have acquired the “relevant experience” within the meaning of Note 2 to
Rule 3.28 of the Listing Rules.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a
waiver of three years from the Listing Date from strict compliance with the requirements of Rule
3.28 and Rule 8.17 of the Listing Rules. Such waiver can be revoked if there are material
breaches of the Listing Rules by the Company. Upon expiry of the initial three-year period, the
qualifications of Mr. Xu will be re-evaluated to determine whether the requirements as stipulated
in Note 2 to Rule 3.28 of the Listing Rules can be satisfied. In the event that Mr. Xu has
obtained relevant experience under Note 2 to Rule 3.28 of the Listing Rules at the end of the
said initial three-year period, the above joint company secretaries arrangement would no longer
be necessary.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (WUMP) Ordinance,
the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong
Kong) and the Listing Rules for the purpose of giving information with regard to us. Our
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and
belief, the information contained in this prospectus is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this prospectus misleading.

CSRC APPROVAL

We have obtained approvals of the CSRC for the Global Offering and the making of the
application to list our H Shares on the Stock Exchange on 7 January 2020. In granting such
approval, the CSRC does not accept any responsibility for our financial soundness or for the
accuracy of any of the statements made or opinions expressed in this prospectus or in the
Application Forms.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering
which forms part of the Global Offering. Neither the delivery of this prospectus nor any
subscription or acquisition made under it shall, under any circumstances, create any implication
that there has been no change in our affairs since the date of this prospectus or that the
information in it is correct as at any subsequent time.

UNDERWRITING

For applicants under the Hong Kong Public Offering, this prospectus and the Application
Forms set forth the terms and conditions of the Hong Kong Public Offering. The Listing is
sponsored by the Sole Sponsor. The Hong Kong Public Offering is fully underwritten by the
Hong Kong Underwriters under the terms of the Hong Kong Underwriting Agreement and is
subject to agreement on the Offer Price between our Company and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters). The International Placing is expected to be
underwritten by the International Underwriters. The Global Offering is coordinated by the Joint
Global Coordinators.

For further information about the Underwriters and the underwriting arrangements, please
refer to the section headed “Underwriting” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and us on or around
Wednesday, 16 December 2020, and in any event no later than Thursday, 24 December 2020.

If, for any reason, the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and us are unable to reach an agreement on the Offer Price on or before Thursday,
24 December 2020, or such later date or time as may be agreed between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and us, the Global Offering will
not become unconditional and will lapse.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware
of the restrictions on the offer and sale of the Offer Shares described in this prospectus and the
Application Forms.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than in Hong Kong, or the distribution of this prospectus in any jurisdiction other than
Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any jurisdiction or in any circumstances in which such an
offer or invitation is not authorised or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offer and sale of the Offer Shares
in other jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or authorisation
by the relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING OF OUR H SHARES ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of, and
permission to deal in, our H Shares in issue and to be issued pursuant to the Global Offering
(including the additional H Shares which may be issued pursuant to the exercise of the
Over-allotment Option). No part of the share or loan capital of our Company is listed on or dealt
in on any other stock exchange and no such listing or permission to list is being or proposed to
be sought in the near future.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to
register the subscription, purchase or transfer of any H Shares in the name of any particular
holder unless the holder delivers a signed form to the H Share Registrar in respect of those H
Shares bearing statements to the effect that the holder:

(a) agrees with us and each of our Shareholders, and we agree with each Shareholder, to
observe and comply with the PRC Company Law, the Special Regulations and our
Articles of Association;

(b) agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we, acting for ourselves and for each of our Directors, Supervisors,
managers and officers, agree with each Shareholder, to refer all differences and claims
arising from our Articles of Association or any rights or obligations conferred or
imposed by the PRC Company Law or other relevant laws and administrative
regulations concerning our affairs to arbitration in accordance with our Articles of
Association, and any reference to arbitration shall be deemed to authorise the
arbitration tribunal to conduct hearings in open session and to publish its award,
which shall be final and conclusive;

(c) agrees with us and each of our Shareholders that our H Shares are freely transferable
by the holders of our H Shares; and

(d) authorises us to enter into a contract on his or her behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers
and officers undertake to observe and comply with their obligations to our
Shareholders as stipulated in our Articles of Association.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject
to the conditions set out herein and therein. No person is authorised to give any information in
connection with the Global Offering or to make any representation not contained in this
prospectus, and any information or representation not contained herein must not be relied upon
as having been authorised by our Company, the Sole Sponsor, the Joint Global Coordinators,
Joint Bookrunners and Joint Lead Managers, the Underwriters, or any of their respective
directors, agents, employees, affiliates or advisors or any other party involved in the Global
Offering. For further details of the structure of the Global Offering, including its conditions, and
the procedures for applying for Hong Kong Offer Shares, please refer to the sections headed
“Structure and Conditions of the Global Offering” and “How to Apply for Hong Kong Offer
Shares” in this prospectus and the relevant Application Forms.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

H SHARE REGISTRAR AND STAMP DUTY

All of our H Shares issued pursuant to applications made in the Global Offering will be
registered on our H Share register of members to be maintained in Hong Kong by our H Share
Registrar. Our principal register of members will be maintained by us at our head office in
China. Dealings in our H Shares registered in our H Share register of members will be subject to
the Hong Kong stamp duty.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our H Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of HKSCC, our
H Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement
in CCASS with effect from the Listing Date or any other date HKSCC chooses. Settlement of
transactions between participants of the Stock Exchange is required to take place in CCASS on
the second Business Day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. All necessary arrangements have been made
for our Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding and dealing in our H Shares. None of our Company, the Sole Sponsor, the Joint Global
Coordinators, Joint Bookrunners and Joint Lead Managers, the Underwriters, any of their
respective directors or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the subscription
for, purchasing, holding, disposing of, or dealing in our H Shares or the exercise of any rights
attaching to our H Shares.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus and in the relevant Application
Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure and Conditions of the Global Offering” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and the related
stabilisation exercise are set out in the section headed “Structure and Conditions of the Global
Offering” in this prospectus.

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the Chinese
translation of this prospectus, the English version of this prospectus should prevail. If there is
any inconsistency between the Chinese names of the PRC nationals, entities, departments,
facilities, certificates, titles, laws, regulations and the like mentioned in this prospectus and their
English translations, the Chinese names shall prevail.

ROUNDING

In this prospectus, where information is presented in hundreds, thousands, ten thousands,
millions, hundred millions or billions, certain amounts of less than one hundred, one thousand,
ten thousand, one million, a hundred million or a billion, as the case may be, have been rounded
to the nearest hundred, thousand, ten thousand, million, hundred million or billion, respectively.
Unless otherwise stated, all the numerical figures are rounded to one decimal place. Any
discrepancies in any table or chart between totals and sums of amounts listed therein are due to
rounding.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi
amounts into Hong Kong dollars at specified rates. No representation is made that the Renminbi
amounts could actually be converted into any Hong Kong dollar amounts at the rates indicated
or at all. Unless we indicate otherwise, the translation of Renminbi into Hong Kong dollars was
made at the rate of RMB1.00 to HK$1.18, the exchange rate prevailing on the Latest Practicable
Date, set by the PBOC for foreign exchange transactions.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name
Executive Directors

Mr. PAN Haihong (¥ %)

Mr. ZHOU Guilin (JEH:#E)

Non-executive Directors

Mr. HUANG Qun (& Ef)

Mr. WANG Wenming
(F3CH)

Mr. CHENG Jinyun
(FE8R )

Mr. YE Yunzhi (ZEEE)

Residential address

No. 19

5 Road

Xinfu New Village, Zeguo Town
Wenling City, Zhejiang Province
PRC

Lingxiazhou Village

Wengiao Town

Wenling City, Zhejiang Province
PRC

Room 1206

Guangli Building

Wenling City, Zhejiang Province
PRC

No. 3 Gaoqiu

Maoyang Village, Wenqgiao Town
Wenling City, Zhejiang Province
PRC

No. 163 Xida Street

Wengiao Town

Wenling City, Zhejiang Province
PRC

No. 118 Longming South Road
Wengiao Town

Wenling City, Zhejiang Province
PRC
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Nationality

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese



DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name Residential address Nationality
Independent non-executive Directors

Mr. Xu Wei (i7F{#) Room 603, Block 1 Chinese
Qiushui Yuan
Jinyuan Unit
Taiping Avenue
Wenling City, Zhejiang Province
PRC

Mr. JIN Hongqing (&3t #) No. 1 West Xida Street Chinese
Wengiao Town
Wenling City, Zhejiang Province

PRC
Mr. TSOI Ka Shing 1/F Chinese
(BT No. 51 Sheung Wo Che
Shatin
New Territories
Hong Kong
SUPERVISORS
Name Residential address Nationality
Ms. XIE Yanli (#f%EE) Room 301, Block 22 Chinese
Chunshui Yuan
Jinyuan Unit
Taiping Avenue
Wenling City, Zhejiang Province
PRC
Ms. YANG Mengjie Room 301, Block 2 Chinese
(BEEIR) Henghuli Yuan
Chengdong Street
Wenling City
Taizhou, Zhejiang Province
PRC
Mr. XIE Huihui (###E) No. 12, Block 6 Chinese

Bao Jing Road, Wengiao Town
Wenling City, Zhejiang Province
PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

For further information on the profile and background of our Directors and Supervisors,
please refer to the section headed “Directors, Supervisors and Senior Management” in this
prospectus.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor Cinda International Capital Limited
A corporation licensed to carry out type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO
45/F, Cosco Tower
183 Queen’s Road Central

Hong Kong
Joint Global Coordinators and Joint Regan International Securities Limited
Bookrunners A corporation licensed to carry out type 1

(dealing in securities) regulated activity under the
SFO

Units 3605-3607

36th Floor of High Block

Cosco Tower, Grand Millennium Plaza

No. 183 Queens Road Central

Sheung Wan

Hong Kong

Cinda International Capital Limited

A corporation licensed to carry out type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO

45/F, Cosco Tower

183 Queen’s Road Central

Hong Kong
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Lead Managers

Regan International Securities Limited

A corporation licensed to carry out type 1
(dealing in securities) regulated activity under the
SFO

Units 3605-3607

36th Floor of High Block

Cosco Tower, Grand Millennium Plaza

No. 183 Queens Road Central

Sheung Wan

Hong Kong

Cinda International Capital Limited

A corporation licensed to carry out type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO

45/F, Cosco Tower

183 Queen’s Road Central

Hong Kong

China Tonghai Securities Limited

A corporation licensed to carry out type 1
(dealing in securities), type 2 (dealing in futures
contracts), type 4 (advising on securities), type 6
(advising on corporate finance) and type 9 (asset
management) regulated activities under the SFO
18/F-19/F, China Building

29 Queen’s Road Central

Hong Kong

Conrad Investment Services Limited

A corporation licensed to carry out type 1
(dealing in securities), type 2 (dealing in futures
contracts) And type 4 (advising on securities)
regulated activities under the SFO

23/F Tung Hip Commercial Building

244-248 Des Voeux Road Central

Sheung Wan

Hong Kong
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Lego Securities Limited

A corporation licensed to carry out type 1
(dealing in securities) regulated activity under the
SFO

Room 301, 3/F, China Building

29 Queen’s Road Central

Central

Hong Kong

Realord Asia Pacific Securities Limited

A corporation licensed to carry out type 1
(dealing in securities) regulated activity under the
SFO

Suite 2402, 24/F Jardine House

I Connaught Place

Central

Hong Kong

Legal advisers to our Company As to Hong Kong Laws
Stevenson, Wong & Co.
in association with AllBright Law Offices
39/F, Gloucester Tower
The Landmark
15 Queen’s Road Central
Hong Kong

As to the PRC Laws

AllBright Law Offices

9/F, 11/F-12/F, Shanghai Tower
No. 501 Yincheng Middle Road
Pudong New Area

Shanghai

PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Legal advisers to the Sole Sponsor As to Hong Kong Laws
and the Underwriters Chungs Lawyers in association with
DeHeng Law Offices
28/F, Henley Building
5 Queen’s Road Central
Hong Kong

As to the PRC Laws
Jingtian & Gongcheng
Suite 45/F, K.Wah Centre
1010 Huaihai Road(M)
Xuhui District

Shanghai 200031

China

Auditors and reporting accountants KPMG
Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

Compliance adviser Cinda International Capital Limited
45/F, Cosco Tower
183 Queen’s Road Central
Hong Kong

Property valuer Colliers International (Hong Kong) Limited
5701, Central Plaza
18 Harbour Road
Wanchai
Hong Kong

Industry consultant Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co.
1018, Tower B
500 Yunjin Road
Shanghai 200232
China

Receiving bank Industrial and Commercial Bank of China
(Asia) Limited
33/F, ICBC Tower
3 Garden Road
Central
Hong Kong
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CORPORATE INFORMATION

Registered office and headquarters Qianyangxia Village
in the PRC Wengiao Town
Wenling City
Zhejiang Province

PRC
Principal place of business 40/F, Sunlight Tower
in Hong Kong No. 248 Queen’s Road East
Wanchai
Hong Kong
Joint company secretaries Mr. Xu Yi (3&75)

Room 1004, Unit 2
Block 3, East District
Jiayuan Community
Wenling City
Zhejiang Province
PRC

Ms. Fok Po Yi (E® i) (HKICPA)
40/F, Sunlight Tower

No. 248 Queen’s Road East
Wanchai

Hong Kong

Authorised representatives Mr. Pan Haihong (3% ¥8)
No. 19, 5 Road
Xinfu New Village, Zeguo Town
Wenling City, Zhejiang Province
PRC

Mr. Xu Yi (#R7F)
Room 1004, Unit 2
Block 3, East District
Jiayuan Community
Wenling City
Zhejiang Province
PRC

Alternate to authorised representative Ms. Fok Po Yi (& i)
Mr. Pan Haihong (3% i3 ¥8) 40/F, Sunlight Tower
No. 248 Queen’s Road East
Wanchai
Hong Kong
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CORPORATE INFORMATION

Audit committee

Remuneration committee

Nomination committee

H Share Registrar and Transfer
Office

Principal bankers

Company’s website

Mr. Tsoi Ka Shing (%3 #) (Chairman)
Mr. Huang Qun (##¥)
Mr. Xu Wei (#FH#)

Mr. Jin Hongqing (& 3t%) (Chairman)
Mr. Tsoi Ka Shing (%% )
Mr. Pan Haihong ({15 ¥5)

Mr. Huang Qun (¥ #f) (Chairman)
Mr. Xu Wei (#F-#)
Mr. Jin Hongqing (%23t 7)

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

China Construction Bank Corporation
Wenling Wenqgiao Sub-branch

Mo. 189 Middle Street

Wengiao Tower

Wenling City, Zhejiang Province

PRC

Industrial Bank Co., Ltd. Taizhou
Wenling Sub-branch

1/F, Jianlian Building

No. 820 Wanchang Middle Road
Wenling City, Zhejiang Province
PRC

http://cnglj.com

(the information contained on this website does
not form part of this prospectus)
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INDUSTRY OVERVIEW

The information presented in this section, unless otherwise indicated, is derived from
various official government publications and other publications and from the market research
report prepared by F&S, which was commissioned by us. We believe that the information has
been derived from appropriate sources and we have taken reasonable care in extracting and
reproducing the information. We have no reason to believe that the information is false or
misleading in any material respect or that any fact has been omitted that would render the
information false or misleading in any material respect. The information has not been
independently verified by us, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, or any of our or their respective
directors, officers or representatives or any other person involved in the Global Offering nor is
any representation given as to its accuracy or completeness.

SOURCE OF INFORMATION

We have commissioned F&S, an independent market research and consulting company, to
conduct an analysis of, and to prepare a report on the China measuring and cutting tools market.
The report prepared by F&S for us is referred to in this prospectus as the F&S Report. We agreed
to pay F&S a fee of RMB880,000 which we believe reflects market rates for reports of this type.

Founded in 1961, F&S has 40 offices with more than 2,000 industry consultants, market
research analysts, technology analysts and economists globally. F&S’s services include technology
research, independent market research, economic research, corporate best practices advising,
training, client research, competitive intelligence and corporate strategy.

We have included certain information from the F&S Report in this prospectus because we
believe this information facilitates an understanding of the China measuring and cutting tools
market for the prospective investors. The F&S Report includes information on the China measuring
and cutting tools market as well as other economic data, which have been quoted in the prospectus.
F&S’s independent research consists of both primary and secondary research obtained from various
sources in respect of the China measuring and cutting tools market. Primary research involved
in-depth interviews with leading industry participants and industry experts. Secondary research
involved reviewing company reports, independent research reports and data based on F&S’s own
research database. Projected data were obtained from historical data analysis plotted against
macroeconomic data with reference to specific industry-related factors. Except as otherwise noted,
all of the data and forecasts contained in this section are derived from the F&S Report, various
official government publications and other publications. F&S takes into account the impact of
COVID-19 and the China-U.S. trade war in preparing the data and statistics.

In compiling and preparing the research, F&S assumed that the social, economic and political
environments in the relevant markets are likely to remain stable in the forecast period, which
ensures the stable and healthy development of the China measuring and cutting tools market.

INTRODUCTION OF MEASURING AND CUTTING TOOLS IN CHINA
Definition

Measuring and Cutting Tools refer to those tools or products which are used in the machine
manufacturing process for measuring and cutting or as auxiliaries for measuring and cutting. They
mainly include measuring tools, cutting tools, and other tools. For the purpose of improving
production efficiency and reducing the probability of systematic error, high-quality measuring and
cutting functioning are important for manufacturing process.

Classification of Measuring and Cutting Tools
Measuring Tools

Measuring is the activity of obtaining and comparing with standard quantities. Measuring
tools are used to measure the size, angle, thickness, radian, area or shape of machine parts.
Measuring tools include measuring calliper, measuring gauge and measuring scale. It’s important to
note that all measuring tools are subject to various degree of systematic error and measuring
uncertainty. The higher quality of measuring tools, the lower systematic error and measuring
uncertainty.
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INDUSTRY OVERVIEW

Cutting Tools

Cutting tools refer to the tools that are used to incise and process. Cutting tools include
milling cutter, reamer and wheel gear. With the development of the modern mechanical
engineering, the requirements for the quality and precision of cutting process are continuously
improved.

Other Tools

Other tools refer to the appliances that are used as auxiliaries for measuring and cutting in
manufacturing. Other Tools include numerical control tools, drill tools and other accessory tools.

Value Chain of Measuring and Cutting Tools

The upstream of measuring and cutting tools industry refers to manufacturers which provide
measuring and cutting tools to traders of trading centre. The technology level, quality and price of
products will have an influence on popularity of trading centre.

The midstream of measuring and cutting tools industry consists of traders of measuring and
cutting tools and trading centres. The services of measuring and cutting tools trading centre mainly
include shop renting, property management and other supporting service such as online shop
service, information channel such as exhibition and enterprise information brochures or price index
which is widely used and recognised. With the rapid development of e-commerce in recent years, a
lot of merchants set up their online shops. However, the role of trading centres is so irreplaceable
that it provides offline and online expo for measuring and cutting tool products to increase their
popularity and broaden the market.

The downstream of measuring and cutting tools industry includes different kinds of
manufacturing industries such as textile industry, paper industry, pharmaceutical industry,
automobile industry, etc. The development of the downstream industries will directly impact the
measuring and cutting tools manufacturing and trading centre market.

Trading Centre of
Measuring and Cutting Tool

Manufacturer ‘ \ |

of Measurin; : i Downstream
nd 2 Renting Property Suppm"tmg : Manufacturing
al H Management Service : Industry
Cutting Tools H
Trader of Measuring and Cutting Tools
Upstream Midstream Downstream
Source: F&S

The Position of Measuring and Cutting Tools Manufacturing and Trading Centre Market in
National Economy

Manufacturing plays an essential role in China’s economic system. It is considered as the
pillar industry and builds up the material basis for the whole society. China’s government released
the “China Manufacturing 2025”, which emphasised the significance of manufacturing industry in
China’s economy and the goal to develop China into a powerful manufacturing country. High
quality measuring and cutting tools can largely increase the production efficiency in manufacturing
industry. High-performance and high-precision measuring and cutting tools have already become
the key factors to increase the technology level in manufacturing. With the further development of
high-end equipment manufacturing and information technology, the demands for high-quality
measuring and cutting tools will keep growing, which may exert greater influence on China’s
economy.
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INDUSTRY OVERVIEW

There are more than 10,000 types of measuring and cutting tools products in the market.
Generally, the purchasers need to buy varieties of products in the same time. As a concentrated
market, manufacturing and cutting tools trading centres which meet purchasers’ demand, are
indispensable to the whole manufacturing market. To enhance the purchasing and manufacturing
efficiency, the purchasers prefer to buy measuring and cutting tools in trading centres, rather than
in individual shops.

OVERVIEW OF MEASURING AND CUTTING TOOLS IN CHINA
Market Size by Sales Revenue of Trading Measuring and Cutting Tools

In the PRC, there are a number of different industry sectors which have trading centres for
their industry specifically. Measuring and Cutting Tools trading centres only represent a fraction of
the entire trading centre market in the PRC. The sustained growth of macro economy and
continuous demands from manufacturing industry stimulated the growth of Measuring and Cutting
Tools market in China. The total sales revenue of trading Measuring and Cutting Tools by the
tenants in the trading centres, independent shops and direct sales from manufacturers, rose from
RMB28.1 billion in 2014 to RMB51.2 billion in 2019, representing a CAGR of 12.7%. Due to the
economic cycle issues, the growth rate of the such sales revenue slowed down in 2019. Considering
the impact on global economy by COVID-19, in the short-term period, airlines suspended flights
and some countries restricted travel for anyone who had been to the countries, including the PRC,
Japan, South Korea and Italy and Iran. It also leads to the disruption of the global supply chain as a
large number of manufacturers in the PRC have temporary suspended or limited operations, as well
as the reduction in distribution, wholesale and retail sector, may resulting in cancellation of sales
contracts and shipping contracts. The exportation is adversely affected by the COVID-19.
According to the Bureau of Statistics in Wenling, the period-to-period growth rate of sales revenue
of Measuring and Cutting Tools manufacturers above designated size located in Wenling in
February and March 2020 was approximately -78.0% and -11.3% respectively (as compared with
February and March 2019). With the removal of road blocks and check points in the PRC, the sales
activities of distributors and wholesalers in the PRC has been resumed accordingly. Supported by
the government policies in the PRC on economic recovery such as Tax Policies Support for
COVID-19 Prevention and Control {337 54 5l R s 75 B He i il 48 12 1 o7 22 A B BLUCBOR ) by
Ministry of Finance & Tax Administration of the PRC and Strengthen the Finance Support for
COVID-19 Prevention and Control Ciff— 258 fb 5 il S35 By 42607 7L e MR 75 B il 8 S ) by the
PBOC, Ministry of Finance, China Banking and Insurance Regulatory Commission and CSRC &
State Administration of Foreign Exchange, the demands for Measuring and Cutting Tools will
increase in the PRC. The growth in the PRC may mitigate the potential impact on the global
economy. According to the Bureau of Statistics in Wenling, the period-to-period growth rate of
sales revenue of Measuring and Cutting Tools manufacturers above designated size located in
Wenling in April and May 2020 was approximately 19.0% and 32.1% respectively (as compared
with April and May 2019), which represented a significant increase compared with February and
March 2020. As discussed in the paragraph headed “Overview of Measuring and Cutting Tools in
China — Market Size by Production Volume” in this section below, according to the State Council
of the PRC, in the PRC, approximately 99.1% of the industrial enterprises above designated size
has resumed their operation and approximately 95.4% of their workers has resumed to work as at
18 May 2020. After such resumption, the sales revenue of Measuring and Cutting Tools
manufacturers above designated size located in Wenling from June to September 2020 recorded an
average period-to-period growth rate of approximately 17.4% as compared with June to September
2019 in accordance with Bureau of Statistics in Wenling. Therefore, even though affected by the
COVID-19, the Measuring and Cutting Tools market will not experience negative growth, it is
expected that the growth rate in 2020 will slow down to 1.0%. In particular, in the second half of
2020, as the sales and production activities of the Measuring and Cutting Tools in the PRC has
increased back to normal since May 2020, it is contemplated that the potential impact on the
demand for renting the units in Measuring and Cutting Tools trading centres in the PRC due to
COVID-19 will be limited. In the medium-term period, driven by the prevalence of intelligent
manufacturing, new infrastructure (H%E##), it is expected that the growth rate in 2022 will increase
to 10.2%, the market size will reach RMB60.9 billion. In the long-term period, considering the
increasing investment on fixed assets, additional demand brought by the implementation of
upgrading of machine tools and the steadily increasing price of Measuring and Cutting Tools, the
total Measuring and Cutting Tools market is anticipated to witness a further expansion. It is
estimated that the total sales revenue of trading the Measuring and Cutting Tools will reach
RMB78.7 billion in 2024, with a CAGR of 11.1% during the period from 2020 to 2024.
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China’s Measuring and Cutting Tools Market Size by Sales Revenue, 2014-2024E

2014-2019  2020E-2024E
CAGR 12.7% 11.1%

RMB Billion

2014 2015 2016 2017 2018 2019 2020E  2021E  2022E  2023E  2024E

Note: The short-term period refers to 2020, medium-term period refers to 2021 to 2022, long-term period refers to
2023 to 2024.

Source: F&S
Market Size by Production Volume

Driven by the increasing needs from machine tools industry and growing demand for export,
the total production volume of Measuring and Cutting Tools rose from 161.5 million units in 2014
to 259.5 million units in 2019, representing a CAGR of 10.0%. Due to the economic cycle issues,
the growth rate of the Measuring and Cutting Tools production volume slowed down in 2019.
Considering the impact on global economy by COVID-19, in the short-term period, since most of
the Measuring and Cutting Tools factories of Measuring and Cutting Tools was temporally closed
until 10 February 2020 according to government as a measure of prevention. After the reopening of
the factories, the production process may be affected by the shortage of the workers due to the
travel restrictions across cities or imposition of isolation measures imposed by the central
government. However, according to the State Council of the PRC, in the PRC, approximately
99.1% of the industrial enterprises above designated size has resumed their operation and
approximately 95.4% of their workers has resumed to work as at 18 May 2020. Therefore, even
though affected by the COVID-19, the production volume of Measuring and Cutting Tools will not
experience negative growth, it is expected that the growth rate in 2020 will slow down to 0.6%. In
the medium-term period, along with the sales performance of the Measuring and Cutting Tools, it is
expected that the growth rate in 2022 will increase to 9.8%, the production volume will reach 302.7
million units in 2022. In the long-term period, considering the increasing investment on fixed
assets and additional demand brought by the implementation of upgrading of machine tools, it is
estimated that the total Measuring and Cutting Tools production volume will further expand to
378.5 million units in 2024, with a CAGR of 9.7% during the period from 2020 to 2024. Zhejiang
is the province with the largest production volume in PRC in 2019 accounting for 36.4% of the
total production volume in 2019.

China’s Measuring and Cutting Tools Market Size Production Volume by Province, 2019
by Production Volume, 2014-2024E
Million 2014-2019  2020E-2024E
Units CAGR 10.0% 9.7%

3785
336.5

2756 302.7

2517 2527 2595 261.1
1883 2153

161.5

Il Zhejiang Jiangsu Shanghai
M Sichuan M Qinhai % Others
2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 204E gy Heilongjiang M Guizhou

Source: F&S
Number of Manufacturers

The number of manufacturers in Measuring and Cutting Tools market rose from 2,730 in 2014
to 3,015 in 2019, representing a CAGR of 2.0%. Considering the impact on global economy by
COVID-19, in the short-term period there will be limited new manufacturers enter the market. In
the medium-term period, driven by the demands from downstream manufacturing such as
telecommunication and automobile industries, it is expected that the number of manufacturers will
increase to 3,025 in 2022. In the long-term period, due to the industrial upgrades of the Measuring
and Cutting Tools industry, the market competition will become fiercer and manufacturers with
lower production efficiency will be replaced or merged by large-scale enterprise with higher
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competitiveness in the market. It is estimated that the total number of manufacturers in Measuring
and Cutting Tools market will be 3,033 in 2024, with a CAGR of 0.1% during the period of 2020 to

2024. Zhejiang is the province with the largest manufacturers in PRC in 2019 accounting for 45.9%
of the total number of manufacturers in 2019.

Number of Manufacturers in China Measuring Number of Manufacturers by Province, 2019
and Cutting Tools Market, 2014-2024E
2014-2019 2020E-2024E
Units CAGR 2.0% 0.1%

2o 2605 2895 207 3012 3015 3016 3021 3025 3030 3033

M Zhejiang Sichuan Shanghai

M jiangsu M Heilongjiang Others
2014 2015 2016 2017 2018 2019 2020E 2021E 20226 205 2046 B Guishou M Qinghai

Source: F&S
Average Selling Price of Measuring and Cutting Tools

The unit average selling price of measuring and cutting tools market increased from
RMB179.9 in 2014 to RMB206.4 in 2019, representing a CAGR of 2.8%. Considering the impact
on global economy by COVID-19, in the short-term period, affected by the sales and production
activities of Measuring and Cutting Tools, it is expected that the growth rate in 2020 will slow
down to 0.5%. In the medium-term period, along with the development of the Measuring and
Cutting Tools, it is expected that the average selling price will increase to RMB214.3 in 2022. In
the long-term period, stimulated by improvement of manufacturing technology and large demands
from manufacturing industries, the unit average selling price of measuring and cutting tools market
is anticipated to reach RMB223.1 in 2024 with a CAGR of 1.8% from 2020 to 2024.

Average Price of Measuring and Cutting Tools, 2014-2024E

2014-2019  2020E-2024E
CAGR 2.8% 1.8%

RMB per unit

o 2107 2143 2184 223.1

206.4 207.5

196.6  203.1
200 193.5

150
100

2014 2015 2016 2017 2018 2019 2020E  2021E  2022E  2023E  2024E

Source: F&S
Average Rent of Measuring and Cutting Tools Trading Centre

The monthly average rent per sq.m of Measuring and Cutting Tools trading centre increased
from RMB99.6 in 2014 to RMB138.1 in 2019, representing a CAGR of 6.8%. Considering the
impact on global economy by COVID-19, in the short-term period, affected by the sales and
production activities of Measuring and Cutting Tools, it is expected that the growth rate in 2020
will slow down to 0.1%. In the medium-term period, along with the development of the Measuring
and Cutting Tools, it is expected that the monthly average rent per sq.m will increase to RMB142.4
in 2022. In the long-term period, considering the effect of strong supervision of the real estate
price, the monthly average rent per sq.m of Measuring and Cutting Tools trading centre is
anticipated to reach RMB150.2 in 2024 with a CAGR of 2.1% from 2020 to 2024.

Average Rent of Measuring and Cutting Tools Trading Centre, 2014-2024E

2014-2019  2020E-2024E
CAGR 6.8% 2.1%

RMB/month/sq.m

1398 1424 1459 1502

138.1 138.3

140- 127.7 128.8

2014 2015 2016 2017 2018 2019 2020E  2021E  2022E  2023E  2024E

Source: F&S
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Total LFA of Measuring and Cutting Tools Trading Centres

The total LFA of Measuring and Cutting Tools trading centres increased from 250,381.3 sq.m.
in 2014 to 254,740.3 sq.m. in 2019, representing a CAGR of 0.3%. With the establishment of one
new trading centre (i.e. Trading Centre D), the total LFA of Measuring and Cutting Tools trading
centres rose from 251,007.2 sq.m. in 2015 to 271,616.9 sq.m. in 2016. Since one trading centre has
transformed into commercial town, the total LFA of Measuring and Cutting Tools trading centres
decreased to 254,740.3 sq.m. in 2019, as the trading centre is not taken into account in the total
LFA after 2018. In the next few years, it is expected that there will be no new Measuring and
Cutting Tools trading centre to be established, the increase of the total LFA will be driven by the
expansion of LFA of the four existing trading centres. Considering the impact on global economy
by COVID-19, in the short-term period, affected by the sales and production activities of
Measuring and Cutting Tools, it is expected that the growth rate in 2020 will slow down to 0.1%.
As the total LFA is relatively stable, in the medium and long-term period, the annual growth rate
will remain at around 0.1%. The total LFA of Measuring and Cutting Tools trading centres is
expected to increase to 255,929.0 sq.m. in 2024, with a CAGR of 0.1% from 2020 to 2024.

In 2019, Trading Centre B, Trading Centre C, the Group and Trading Centre D occupied
55.3%, 30.6%, 7.2% and 6.9% of the total LFA respectively. In the future, the total LFA of these
four trading centres is relatively stable.

Total LFA of Measuring and Cutting Tools Trading Centres, Total LFA Market Share in 2019
2014-2024E

2014-2019 2020E-2024E
CAGR 0.3% 0.1%

sq.m

2510072 272,206.6
250,381.3 272,690.7

300,000.0- 2716169 2547403 2552151 25,6908
. 49775 2554528 2559290

250,000.0
200,000.0
150,000.0
100,000.0+

I Trading Centre B
™ Trading Centre C
I The Group

I Trading Centre D

2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Note: Trading Centre B and Trading Centre C are comprehensive hardware trading centres. The total LFA of these
two trading centre does not only include measuring and cutting tools related LFA, but also other LFA.

Note: LFA of the basement of the Group is not included because the basement provides car parking spaces only and
has no unit for lease for Measuring and Cutting Tools business.

Source: F&S
Development of e-commerce

Due to the rapid development of e-commerce, some of the market players in the Measuring
and Cutting Tools industry have set up their e-commerce business a few years ago in the designated
B2B e-ecommerce platform such as Tools Union*(JJ i), Alibaba to extend the sales channel.
However, the trading of industrial goods such as Measuring and Cutting Tools in e-ecommerce
platform is not the same as the consumer goods. According to a report published in Standard
Science*(t£#ERLEL) in 8th issue in 2019, the online trading value in the trading centre for trading
professional goods (H#3£77%;) in Zhejiang is limited and the function of the online platform is
more about to provide a place for sharing and exchange of information (for example, manufacturer
information and specifications of the relevant professional goods). The market demands for the
physical trading centre platform exists for the following reason: the physical trading centres mainly
target at corporate wholesalers, who usually have large procurement amount and demands for
diversity of Measuring and Cutting Tools products( not the same as the consumer goods
e-commerce platform which sell small amount of same products to numerous individual customers)
and need to physically take a look at the relevant professional products in order to make sure the
suitability, and quality of products before entering into any transactions. Therefore, even the
development of e-commerce is accelerated, its impact on the trading volume, sales revenue and the
demands for the physical trading centre is limited. In addition, the sale revenue and trading volume
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of Tools Union during January to June in 2020 decreased to RMB49.6 million and 3,493.7 thousand
units from RMB70.2 million and 4,547.6 thousand units during January to June in 2019, with a
decrease rate of 29.4% and 23.2% respectively. In particular, sales revenue and trading volume in
Tools Union decreased in April and May 2020 (when various lock-down measures have been
relaxed in the PRC) as compared with the same period in the previous year. Therefore, the use of
e-commence for Measuring and Cutting Tools is not accelerated or increased by outbreak of
COVID-19 and that business operation and financial condition of trading centres for Measuring and
Cutting Tools as well as the demand for tenancies therein will not be adversely affected.

Sales Revenue of Tools Union, Jan—-Jun 2019 & 2020 Trading Volume of Tools Union, Jan—Jun 2019 & 2020

2019
RMB Thousand 2020 Thousand Units
13,361
14,000 - 13,198 12,792 12,698 1,000 8935 946.4
’ 11,950 900 -

12,000 €00 1 80657856 7833
10,000 700 - 626.1 6600 660.0
5812
8,000 600
5001
6,000 400 -
4,000 3001
2,000 2007

0 .
Jan Feb Mar Apr May Jun Jan Feb Mar Apr May Jun

Market Drivers
Favourable Policies on Manufacturing Industry

In recent years, China has introduced a lot of policies facilitating manufacturing industry.
Machine tools industry is the foundation of industrial manufacturing. As the key components for
machine tools, the Measuring and Cutting Tools manufacturing industry has been benefited from
the prosperity of manufacturing industry which in turn has driven the development of trading centre
as the trading centre provides centralised place for the trading of Measuring and Cutting Tools. For
example, Development Plan of Intelligent Manufacturing (2016-2020)* (& BEREHFEH
#](2016-2020)) aims to expedite the process of intelligent manufacturing will accelerate the
upgrade and replacement of outdated manufacturing machine and additional demand for Measuring
and Cutting Tools of higher quality will be required by the market. Consequently, the trading
centre, which provides the place for Measuring and Cutting Tools trading, will also benefit from
the policy.

The additional demand of the Measuring and Cutting Tools industry brought by the intelligent
manufacturing can be explained in three aspects: the domestic traditional manufacturing market, the
domestic emerging manufacturing market and the domestic market share.

For the domestic traditional manufacturing market such as aerospace, the process of
intelligent transformation will be accelerated. It is because pursuant to the Development Plan of
Intelligent Manufacturing (2016-2020) <& A8 % 45 R ##](2016-2020)), the industry of high
precision CNC (Computerized Numerical Control) machine tools equipment, being the sub-sector of
intelligent manufacturing equipment industry, is considered to be a crucial area to be developed. As
the Measuring and Cutting Tools are consumable components in the machine tools industry, the
prevailing industrial upgrade of the upstream industry will speed up the product replacement which
will in turn further accelerate the consumption of the Measuring and Cutting Tools products.

For the domestic emerging manufacturing market such as industrial robot, the integration of
new generation of information technology and intelligent manufacturing will drive additional
demand of the machine tools industry, which, similarly, will in turn further increase the demand for
the Measuring and Cutting Tools industry.

With respect to domestic market share, at present, the supply of core components of precision
manufacturing equipment in China is still dominated by foreign manufacturers, and the domestic
supply of those qualified products is substantially insufficient to meet its overwhelming demand. To
improve the competitiveness of domestic products and reduce the reliance of the core products
from foreign manufacturers, the plan targets to increase the domestic market share of those core
components. According to the plan, by 2020, more than 60 types of competent and qualified
intelligent manufacturing technical equipment will be developed and more than 50% of their market
share will be dominated by the domestic manufacturers. Therefore, it is expected that the policy
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enlarges the demands for Measuring and Cutting Tools for the domestic manufacturers to produce
more intelligent manufacturing technical equipment.

Mature Market Mechanism

The measuring and cutting tools industry is operated under mature market mechanism which
involves the trading centres, as well as manufacturers, government, industry association and
traders. The measuring and cutting tools manufacturers are able to provide large amount and variety
of products to traders in trading centre. The government has not only invested on the construction
of the trading centre at the beginning but also attach great importance to the measuring and cutting
tools. For example, the Wenling Government has listed the measuring and cutting tools industry as
one of the pillar industries in Wenling. The trading centre which provides the trading environment
for measuring and cutting tools manufacturers and traders will benefit from government support of
the measuring and cutting tools industry. On the other hand, the industry associations are
responsible for the administration of the measuring and cutting tools industry that may rely on the
trading centre to work effectively, as the trading centre has a good relationship with other market
players. In terms of traders, since the trading centre provide a concentrated and convenient place
for purchasing measuring and cutting tools products, traders are more inclined to rent a shop in the
trading centre to sell and promote the products. The mature market mechanism is beneficial for the
sustainable development of measuring and cutting tools trading centre.

Market Trends

Increasing Measuring and Cutting Tools Manufacturing Concentration that Drives the
Development of Trading Centre

In 2019, there are 3,015 measuring and cutting tools manufacturers in China. These
manufacturers are generally small-scale and scattered. Due to the low concentration of measuring
and cutting tools manufacturing industry, the whole industry currently lacks of capability to
compete in global market. In order to expand business, these manufacturers need supports including
offering facilities, advanced technology, testing platform, better materials, as well as places with
low rent. In the future, the construction of industrial park which can provide supports as mentioned
above will help manufacturers increase their competitiveness in global market. On the other hand,
the increasing concentration in the measuring and cutting tools manufacturing industry is expected
to stimulate the development of measuring and cutting tools trading centre.

Online Market Construction

Owing to the rapid development of e-commerce in China, the measuring and cutting tools
online shops are becoming more popular in recent years. The expansion of sales channels offer
possibilities for measuring and cutting tools industry to target more specific groups and thus to
drive the growth of the market. The trading centre as the market integrator and coordinator plays an
important role in the measuring and cutting tools industry and will benefit from the expansion of
sales channel. Therefore, the prosperity of the online market and manufacturing industry will boost
the demand for trading centre, as more products are transacted in trading centre.

Centralised Product Display Platform

The prevailing industry upgrades in the downstream industry has accelerated the upgrade
speed of the Measuring and Cutting Tools products. Considering the large variety and accelerating
replacement rate of the Measuring and Cutting Tools products, a centralised place for product
display is desired by both manufacturers and consumers. For downstream consumers, to increase
their competitiveness, they prone to grasp the latest development of upstream industry and make
strategic planning in advance for subsequent procurement and product updates. For manufacturers,
to increase the market acceptance of new products, they expect to increase the exposure of
advanced products and accelerate its market penetration process. A centralised display platform is
capable of providing a convenient communication and display platform for both parties and
increase the possibility of entering into transactions successfully.
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COMPETITIVE LANDSCAPE OF MEASURING AND CUTTING TOOLS TRADING
CENTRE MARKET

Ranking and Market Concentration

There are three types of business models consisting of trading in (i) trading centres; (ii)
independent shops; (iii) directly selling products from manufacturers. The total sales revenue of
trading Measuring and Cutting Tools by the tenants of trading centres, independent shops and direct
sales from manufacturers accounted for approximately 14.6%, 61.5% and 23.9% of the total
Measuring and Cutting Tools market in the PRC in 2019, respectively. In 2019, in terms of trading
centres, there were mainly four large-scale trading centres in China including two trading centres
not only sell measuring and cutting tools, but also sell other hardware. The four trading centres
mainly located in Zhejiang, Jiangsu and Guangdong Province. There were two trading centres in
Zhejiang Province and one trading centre in Jiangsu and Guangdong Provinces, respectively. In
China measuring and cutting tools trading centres market, our Trading Centre ranked No.1 in China
in terms of revenue with a value of RMB50.2 million, taking up approximately 42.0% in the total
market in 2019.

China Measuring and Cutting Tools ~ China Measuring and Cutting Tools ~ China Measuring and Cutting Tools

Trading Centre Market Trading Centre Market Trading Centre Market
Total = RMB138.8 million (2017) Total = RMB138.7 million (2018) Total = RMB118.4 million (2019)
‘1‘4% “0" ’
Il The Group I Trading Centre B Il Trading Centre C Trading Centre D B Trading Centre E

Trading Centre in China
Trading Centre Revenue Revenue Revenue
2 (Million RMB, 2017) (Million RMB, 2018) (Million RMB, 2019)

The Group 43.5 47.0 50.2
Trading Centre B 36.5 36.8 38.0
Trading Centre C 28.9 28.9 29.7
Trading Centre D 224 223 N/A (Note 2)
Trading Centre E 5.6 4.7 1.5 (Note 3)

Total 136.9 139.7 119.4

Note: Trading Centre B, Trading Centre C, Trading Centre D and Trading Centre E are not listed companies.

Source: F&S
China Measuring and Cutting Tools ~ China Measuring and Cutting Tools  China Measuring and Cutting Tools
Market Sales Revenue Market Sales Revenue Market Sales Revenue
Total = RMB48.0 billion (2017) Total = RMB48.3 billion (2018) Total = RMB61.2 billion (2019)

i

82.8% 82.8% 85.3%
Il TheGroup [l Trading Centre B [l Trading Centre C Trading Centre D [l Trading Centre E Others

Trading Centre in China

Trading Centre Sales Revenue (Note 1) Sales Revenue Sales Revenue
2 (Billion RMB, 2017) (Billion RMB, 2018) (Billion RMB, 2019)

The Group 5.0 53 54
Trading Centre B 1.5 1.5 1.5
Trading Centre C 0.3 0.5 0.5
Trading Centre D 1.1 0.9 N/A (Note 2)
Trading Centre E 0.4 0.3 0.1 (Note 3)

Total 48.0 49.3 512
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Notes:

(1)  Revenue of the trading centre refers to the rental revenue for leasing the units to the tenants; the sales revenue
refers to the total sales revenue of trading Measuring and Cutting Tools by the tenants in the trading centres.

(2)  Trading Centre D was converted into an e-commerce town selling low value consumer goods via internet
celebrities and live streaming platforms after 2018 as tenants engaged in Measuring and Cutting Tools had
moved out and scattered around different trading centres (#£2£T7%5) selling comprehensive products such as

hardware, locks, home appliances, bags in the city where Trading Centre D is located.

(3)  The business of Trading Centre E was declining in 2019 and some of the tenants therein had moved out. Due
to the relatively short operating history of Trading Centre E which established in 2016 and focuses on the
cemented carbide cutting tools (#2424 1. ) which is only one kind of the Measuring and Cutting Tools and
decrease of number of types of products offered to the clients from 2,893 in 2017 to 763 in 2019, Trading
Centre E fails to attract the client gradually.

Source: F&S
Number of Type of Measuring and Cutting Tools, as at 31 December 2019

The Group 12,702

Trading Centre B

Trading Centre C

Trading Centre E

Number of Measuring and Cutting Tools Brands
(including International and domestic brands), as at 31 December 2019

The Group 502
Trading Centre B 413
Trading Centre C 325

Trading Centre E 7

Overview of Measuring and Cutting Tools Industrial Park in China

Nowadays, the majority of Measuring and Cutting Tools manufacturers in China are
small-scale enterprises with low production efficiency and face fierce competition. To enhance
regional competitiveness and improve the overall standard of the Measuring and Cutting Tools
industry, local governments have been proactive in collaborating with major industry players and
developers and setting up Measuring and Cutting Tools industrial parks. For example, on 31
October 2017, the local government of Wenling held a forum for accelerating the construction of
Measuring and Cutting Tools industrial park. On the next day, it published a notice of “Opinions on
Strengthening the Construction and Management of Small-scale Industrial Park to Promote the
Upgrading and Transformation of Economy” (A /N 58 /N ik £ 3 [ e 5 78 2 (4 S8 s e Y - 3] 1)
%%>), pursuant to which guidance to municipal government on regulating the planning,
construction and management of small-scale industrial parks was laid down. It is aimed to promote
the sustainable development of industrial parks by resolving problems such as unreasonable layout
plans, the lag of construction, and loose management. Many local governments are also prepared to
allocate funding for the development of industrial parks. For example, the government of Wenling
has planned to invest RMB7.0 billion for the establishment of small-scale industrial parks in 2016.
The government of Xiamen City Haicang District has also signed a cooperation agreement with
several developers and plans to jointly invest RMB3.7 billion in the construction of the Hard Alloy
Industrial Park in 2018.

A Measuring and Cutting Tools industrial park is an area strategically planned and developed
by governments and/or developers. Different from a trading centre, an industrial park typically
comprises (i) manufacturing units, where industry players manufacture their products with their
own tools, equipment and machines; (ii) a platform displaying a full range of products of the
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industry, serving both marketing and educational purposes; and (iii) laboratories and testing
centres, where professional assessment and inspection of products manufactured in the industrial
park are carried out in accordance with accredited standards to ensure the quality of products is up
to standard. Therefore, a Measuring and Cutting Tools industrial park is expected to improve
industry standard, create cluster effect by attracting new customers and ensure sustainable growth
of the industry.

To encourage the development of Measuring and Cutting Tools industrial parks, local
governments are willing to provide a wide range of support including (i) provision of land at
favourable terms, such as long lease term and low rent; (ii) provision of financial assistance, such
as financial subsidies, tax incentives, etc.; (iii) provision of consultation service through holding
conferences, meetings and dialogues between industrial parks operators and industry experts who
possess profound knowledge and experience in the administration and operation of Measuring and
Cutting Tools industrial parks. On the other hand, the developers work closely with the
governments in the construction and operation process. For example, on 24 August 2018, Agile
Group has signed a cooperation agreement with the local government of Xixiashu on the
construction and operation of the industrial park. The government and Agile Group collaborate on
enhancing its attractiveness to manufacturers and capital investment. The industrial parks operators
also meet with the local governments regularly so that the authorities are kept abreast of the
up-to-date development of and benefits brought by the industrial park to the industry in general as
well as the challenges and threats faced by the industrial parks operators and other industry players.

In China, the Measuring and Cutting Tools industrial parks (existing or in preparation) are
mostly located in manufacturing clusters with established and solid trading practices, experience
and reputation, particularly in Wenling City and Changzhou City. Industrial parks operators make
profits primarily through the leasing and/or sale of manufacturing units. The following table shows
two of the Measuring and Cutting Tools industrial parks developed or to be developed by
recognised/reputable organisations.

Investment Model
Flace Name Aled Entities (Leasing or Sale) Operator
Wenling City, Wengiao 4Small and Mlcro Local Government . Local
. f Measuring and Cutting 193,333m? . Leasing and sale
Zhejiang Province > of Wenling Government
Tools Industry Parks
Local Government
Changzhou City, Xixiasu New To be Local G © vernment To be of Xixiashu and
Jiangsu Province Technology Park determined* of Xixiashu and determined :
Agile Group Agile Group
* The Cooperation Agreement between local government and Agile Group was signed on 24 August 2018, so

details of the construction plan remain undetermined.

At present, the existing Measuring and Cutting Tools industrial parks in China only provide a
place for production of goods. The rental rate of industry park is relatively stable. As at 31
December 2019, the average amount paid by the local enterprise to rent a place in an existing
industrial park to manufacture Measuring and Cutting Tools products was approximately RMB25 to
35 per sq.m.. However, small-scale manufacturers, which are the vast majority of the industry
players, require various kinds of support, including more advanced production facilities,
technological support and experienced personnels, provision of standardised testing service for the
goods produced, etc. The Measuring and Cutting Tools industry is in need of an industrial park that
can provide the above services, facilities and support to enhance the overall manufacturing capacity
and production standard of the industry. As at 31 December 2019, only 493 manufacturers of
Measuring and Cutting Tools in Wenling City, representing approximately 37.9% of the total
number of manufacturers, established their place of business in the industrial park of Wenling.
Approximately 62.1% of the manufacturers still produce and distribute their products in local
factories scattered around Wenling City. However, this situation will change in the next two years.
According to the “Notice on Three-Year Action Plan for the Construction and Reconstruction of
Small and Micro Enterprise Industrial Parks in Taizhou City* (2018-2020) (B ENEE & M i /Mt
3 T s = AR AT B R #1(2018-20204F )28 K1),  the Wenling government plans  to
redevelop 9.7 million sq.m. of areas currently occupied by decayed factories and plants and the
area planned for redevelopment in 2018, 2019 and 2020 represent 17.5%, 18.0% and 64.4% of the
total area of 9.7 million sq.m., respectively. Those scattered small scale enterprises will have a
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pressing need to search for a new place to continue their business operation before the government
clears out their decayed factories. Considering the strong governmental support, the expected
benefits to be brought by an industrial park and the huge number of manufacturers not having
established any production house or distribution channel at a industrial park, it is anticipated that
an industrial park, if carefully planned and developed, will be attractive to the industry players and
of great demand in the future.

There are three reasons accounting for the demands of an new industrial park. First of all, as
mentioned above, Wenling City plays an important role in Measuring and Cutting Tools industry.
As at December 2019, 36.4% of the total production volume in China are attributed to the
manufacturers in Zhejiang Province, with 85.2% were produced in Wenling City.

Second, as mentioned above, only 37.9% of the manufacturers of Measuring and Cutting Tools
in Wenling City have established their places of business in the existing industrial park. More than
60% of the local manufacturers dispersedly set up their workshops and outlets around Wenling City
selling and distributing thousands of types of products. Dispersive manufacturing and distribution
makes it more difficult and less cost-efficient for consumers to procure the desired products. In the
long run, the competitiveness of the overall Measuring and Cutting Tools industry in Wenling City
will be undermined. Through the construction of a new industrial park with comprehensive
facilities and extensive support, which is expected to house the majority of the manufacturers and
distributors of Measuring and Cutting Tools, a cluster effect would be activated, more consumers
would be attracted to procure their desired products and the aggregate total sales revenue of trading
Measuring and Cutting Tools by the tenants in the trading centres, independent shops and direct
sales from manufacturers, of the entire Measuring and Cutting Tools industry in Wenling City
would be enhanced.

Furthermore, as mentioned above, the existing Measuring and Cutting Tools industrial park in
Wenling City is relatively underdeveloped. It merely provides space for the manufacturers to
undergo the production process without any supporting infrastructure and service such as
equipment display centre, raw material service and advanced and integrated technology service that
the Company plans to establish and provide in the Industrial Park. While an equipment display
centre is expected to provide tenants with a place to share and learn advanced technology, with raw
material service, the Industry Park targets to provide the tenants with high-quality raw material
display and inspection platform to reduce quality control cost. With advanced and integrated
technology services, the Industrial Park targets to provide tenants with various advanced
technological innovation assistance such as technical personnel training programs to enhance
manufacturing efficiency. Consequently, the existing industrial park in Wenling City is still not
adequate for an industry whose majority of the manufacturers are small-scale manufacturers with
outdated facilities and inexperienced technical staffs. With the accelerating industrial upgrade of
the downstream participants, products from dispersed and small-scale manufacturers without
sustainable quality guarantee could no longer meet consumers’ higher standards. If no measures are
adopted to enhance the standard of the products manufactured and distributed by these small
enterprises and to extend the sales channel, there is a possibility that those manufacturers may be
replaced by those global economic-scale enterprises. Those inexperienced small-scale
manufacturers demand for professional service provided by industrial experts. The Industrial Park
targets to provide a comprehensive and advanced infrastructure together with professional
supporting services to assist those manufacturers to achieve industrial upgrade, which is conducive
to the long-term development of the Measuring and Cutting Tools industry in Wenling City as a
whole.
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OVERVIEW

A summary of certain major laws and regulations in relation to our business is set forth
below. Information contained herein should not be construed as an all-inclusive summary of laws
or regulations applicable to us.

LEASE OF PROPERTIES

Both the Provisional Regulations of the PRC Concerning the Grant and Assignment of the
Right to Use State-owned Land in Urban Areas (138 A F& L0 0 3ok 0 (2 A+ b A P ARE o R 0 st
B AT M) (the “Urban Land Regulations”) and the Urban Real Estate Administration Law of
the PRC (3 A R A B 3 117 /75 Hb 2 25 FRIE) (the “Urban Real Estate Law™) permit the leasing
of granted land use rights and of the buildings or houses erected on the land. In December 2010,
the MOHURD promulgated the Administrative Measures for Commodity House Leasing (7 i /5
EEEHHL) (the “New Lease Measures”), which become effective on 1 February 2011, and
replaces the Administrative Measures for Urban House Leasing (375 )= & & M BFL).
Pursuant to the New Lease Measures, parties thereto shall register and file with the local
property administration authority within 30 days after the execution of lease contract. In case of
any change to the information of such registration and filing or any renewal or termination of
the lease contract, the parties thereto shall go through the formalities with respect to the change,
extension or cancelation of the registration and filing at the initial property administration
authority which handled the registration and filing procedure within 30 days. Non-compliance
with such registration and filing requirements shall be subject to fines up to RMB10,000.
According to the Urban Real Estate Law, rental income derived from any building situated on
allocated land, or land which the landlord has acquired only allocated land use rights, shall be
turned over to the State.

Under the Contract Law of the PRC (% A\ R ILFNE 5 [7]#%) promulgated by the NPC in
March 1999, a leasing contract is a contract whereby the lesser delivers to the lessee the lease
item for it to use or accrue benefit from, and the lessee pays the rent. The term of a leasing
contract shall not exceed 20 years. If the lease term exceeds 20 years, the portion of the lease
term beyond the initial twenty year period is invalid. At the end of the lease term, the parties
may renew the lease, provided that the renewed term may not exceed 20 years commencing on
the date of renewal. Where the lease term is six months or longer, the lease shall be in writing.
If the parties fail to adopt a writing form, the lease is deemed an indefinite lease.

PROPERTY MANAGEMENT ENTERPRISES

In accordance with the relevant regulations of Property Rights Law of the PRC (% A%
MBI HETL) and Property Management Regulations (P24 %), selection and
engagement of property service enterprises shall have the consent of not less than half of the
total number of owners while the gross floor area in the exclusive possession of such owners
shall not be less than half of the total gross floor area of the property. In the event that the
construction department has selected the property service enterprise prior to the owners’
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engagement of property service enterprise at the meeting of owners, a preliminary property
management contract shall be signed.

LAND FOR PROPERTY DEVELOPMENT

In April 1988, the NPC amended the Constitution of the People’s Republic of China (9%
ANRILFE] &%) to permit the transfer of land-use rights for value. And in December 1988 and
January 2020, the Standing Committee of the NPC amended the Land Administration Law of
PRC (1% N RILFNE + #1495 HE%) to permit the transfer of land-use rights for value. Under the
Land Administration Law, any change to be lawfully made in land-use rights shall be registered.

Under the Urban Land Regulations promulgated by the State Council in May 1990, the
PRC adopted a system to grant and assign the right to use state-owned land. A land user must
pay a land premium as consideration for the grant of the right to use a land site within a
specified period of time, and the land user may assign, lease out, mortgage or otherwise
commercially exploit the land use rights within the term of use. The Interim Regulation on Grant
and Assignment prescribes different maximum terms of granted land-use rights for different uses
of land as follows: (i) land for commerce, tourism and entertainment: 40 years; (ii) land for
residence: 70 years; (iii) land for industry: 50 years; (iv) land for education, science, technology,
culture, public health and sports: 50 years; and (v) land for comprehensive utilization or other
purposes: 50 years. The PRC government may not resume possession of lawfully granted
land-use rights prior to expiration of the term of grant. If the public interest requires the
resumption of possession under special circumstances during the term of grant, compensation
must be paid by the PRC government. Subject to compliance with the terms of the land grant
contract, a holder of land-use rights may hold, lease, transfer, mortgage and develop the land for
sale or lease. Upon paying in full the land grant fee pursuant to the terms of the contract, the
grantee may apply to the relevant land bureau for issuance of the land-use rights certificate.
Upon expiration of the term of grant, renewal is possible subject to the execution of a new
contract for the grant of land-use rights and payment of a new land grant fee. If the term of the
grant is not renewed, the land-use rights and ownership of any buildings on the land will revert
to the PRC government without compensation.

Under the Urban Real Estate Law, last amended on 26 August 2019 and came into effect on
1 January 2020, and the Urban Land Regulations, assignment of land use right may be carried
out in the form of auction, tender or negotiation between two parties. Land use right for
commercial, tourism, entertainment and luxury residential projects which satisfy the conditions
shall be assigned by way of auction or tender; where land use right cannot be assigned by way
of auction or tender, it may be assigned by way of negotiation between two parties. The
assignment fee for assignment of land use right by way of negotiation between two parties shall
not be lower than the minimum price determined pursuant to the provisions of the State. The
land administration authority at the city or county level may enter into a land grant contract with
the land user to provide for the grant of land use rights. The land user must pay the land
premium as provided by the land grant contract. After payment in full of the land premium, the
land user may register with the land administration authority and obtain a land-use rights
certificate which evidences the acquisition of land use rights.
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According to the Urban Real Estate Law, those who have obtained the right of land use by

way of grant for real estate development must develop the land in accordance with the land use

and the construction period as prescribed in the grant contract. When the development has not

started one year later than the date for starting the development as prescribed by the grant

contract, an idle land fee no more than 20% of the land grant premium may be collected and

when the development has not started two years later, the right to use the land may be

confiscated without any compensation, except that the delays are caused by force majeure, the

activities of government, or the necessary preparatory work for starting the development.

Pursuant to the Measures on Disposal of Idle Land ([HE T i) & ##%), which was
promulgated in April 1999 by the Ministry of Land and Resources and revised in June 2012,

land can be defined as idle land under any of the following circumstances:

(a)

(b)

development and construction of the state-owned idle land is not commenced after one
year of the prescribed time limit in the land use right grant contract or allocation
decision; or

the development and construction of the state-owned idle land has been commenced,
but the developed land area is less than one third of the total land area under the land
grant contract or the sum already expended on the development of the land is less than
one fourth of the total investment of the project, and the suspension of development of
the land has lasted for one year or more.

Where the delay of commencement of development is caused by the government’s behavior

or due to the force majeure of natural disasters, the land administrative authorities shall discuss

with the holder of state-owned construction land use rights and choose the following methods

for disposal:

(a)

(b)

(c)

(d)

extending the time limit of the start of development. The government and the holder
of state-owned construction land wuse rights shall enter into the supplemental
agreement and re-specify the time limit of the start of development and construction
completion and the liability for breach of contract. The time limit of the start of
development shall not be extended over one year from the date of the start of
development specified on the supplemental agreement;

adjusting the land use and planning conditions. The relevant land use procedure shall
be re-gone through and the land grant premium shall be checked, collected or returned
according to the new land use or planning conditions;

the government arranges temporary use for the idle land. The holder of state-owned
construction land use rights shall re-develop and construct the idle land till the former
project satisfies the requirements of development and construction. The time limit of

temporary use shall not exceed two years from the date of temporary use arranged;

getting back the use right of the state-owned construction land with compensation;
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(e) exchanging the idle land. When the land grant premium of the idle land have been
paid up, the project funding has been completed and the idleness is caused by the plan
amendment according to the law, the government can exchange other state-owned
construction land of same value and use for the holder of state-owned construction
land use rights to develop and construct. As for the land grant, the holder of
state-owned construction land use rights and the government shall reenter into land
grant contract which shall specify the land as the exchange land; and

(f) the city-level and county-level land administrative authorities can stipulate other
disposal ways according to the actual situation.

Save for the above item (d), the time of the commencement of development shall be
re-dated according to newly agreed or stipulated time.

In September 2007, the Ministry of Land and Resources promulgated the Notice on
Strengthening the Disposing of Idle Land (B8 1 & P50 B ok i B 1 db gk B 77 B (9 %8 ),
providing that the surcharge on idle land shall be 20% of the land grant premium in principle
and where the confiscation measure is required in accordance with the law, such measure shall
be strictly implemented.

In January 2008, the State Council issued the Notice on Promoting the Saving and Intensive
Use of Land (175 B B i A2 4 81 49 42 49 F Hiu i 48 1), This notice strictly enforces the policies for
dealing with idle land. If a piece of land has been idle for two years or more, it must be taken
back free of charge absolutely and rearranged for other uses. If the land does not meet the
statutory conditions for recovery, it must be timely dealt with and fully used through changing
its uses, replacement by parity value, temporary use or incorporation into government reserves.
If a piece of land has been idle for more than one year but less than two years, the idle land
surcharge must be collected at 20% of the land grant premium. If the land premium has not been
completely paid off according to the contract, no land certificate may be granted, and it is also
prohibited to grant the land certificate by dividing the land based on the proportion of the paid
land grant premium.

THE DEVELOPMENT OF REAL ESTATE PROJECTS
Planning of Real Estate Projects

Under Law of the PRC on Urban and Rural Planning (' # A R A B 3k 4057 #17%), which
was issued in October 2007 and revised in April 2015 and April 2019, if the right to use of
State-owned land is extended through allocation for a construction project located within the
area covered by the plan of a city or town, the developing unit shall, after the project is
approved or verified and recorded by the relevant department, apply to the department in charge
of urban and rural planning under the city or county people’s government for a permit for
planned use of land for construction (&% HIEIHE|FF A7), and the said department shall,
according to the detailed control plan, check and verify the location and area of the said land
and the scope of area within which construction is permitted, before issuing the said permit. The
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developing unit may apply for land use to the department in charge of land under the local
people’s government at or above the county level only after obtaining the permit for planned use
of land for construction. The said department shall allocate the land to it upon approval by the
people’s government at or above the county level. For the construction of buildings, structures,
roads, pipelines and other projects in an area covered by the plan of a city or town, the
developing unit or individual shall apply for a permit for a planned construction (Z#% T.7% 415
FFrl#¥) project to the department in charge of urban and rural planning under the people’s
government of the city or county concerned or to the township people’s government designated
by the people’s government of the province, autonomous region, or centrally-administered
municipality.

Construction Work Commencement Permit

The real estate developer shall apply for a construction work commencement permit (jifi T.
#Fr#) from the relevant construction authority in accordance with the Regulations on
Administration Regarding Permission for Commencement of Construction Works (#:Z¢ T2 -
FFAl A BEEE) promulgated by the Ministry of Construction in October 1999 and amended in
July 2001, June 2014 and September 2018.

Acceptance and Examination upon Completion of Real Estate Projects

The development of a real estate project must comply with various laws and legal
requirements on construction quality, safety standards and technical guidance on architecture,
design and construction work, as well as provisions of the relevant contracts. The State Council
promulgated the Regulation on the Quality Management of Construction Projects (& #% LB &
EHEHF]) in January 2000 and amended in October 2017 and April 2019, which sets out the
respective quality responsibilities and liabilities for developers, construction companies,
exploration companies, design companies and construction supervision companies.

Pursuant to the Administrative Measures for Reporting Details Regarding Acceptance
Examination upon Completion of Buildings and Municipal Infrastructure (/5 J= &5 HI T B i
ROt TR T B USCHE 28 %8 #EE%), promulgated by the Ministry of Construction in April 2000
and amended in October 2009, upon the completion of real estate development project, the real
estate development enterprise shall submit an application to the competent department of real
estate development of local people’s government at or above county level, where the project is
located, for examination upon completion of building and for filing purposes; and to obtain the
Filing Form for Acceptance and Examination upon Completion of Construction Project.

INSURANCE OF REAL ESTATE PROJECTS

There are no nationwide mandatory requirements in the PRC laws, regulations and
government rules requiring a real estate developer to maintain insurance for its real estate
projects. According to the Construction Law of the PRC (H#E A\ R ILFIE &5 1L) promulgated
by the Standing Committee of the NPC in November 1997 and effective in March 1998 and
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amended in April 2011 and April 2019, construction enterprises shall maintain accident and
casualty insurance for workers engaged in dangerous operations and pay the insurance premium.

FIRE CONTROL

Pursuant to the Fire Prevention Law of the PRC (*F# A RILAIEEPL), which was
promulgated by the NPCSC on 29 April 1998, amended on 28 October 2008 and 23 April 2019,
public gathering places shall pass a fire prevention safety inspection conducted by the local
public security fire-fighting department before the commencement of business operations.

LABOR PROTECTION
Employment

The principal labour laws and regulations in the PRC include the PRC Labour Law ({3
NRILFIE S 874 )), the PRC Labour Contract Law ({1 #E AN RILME S E G E)) and the
Implementation Rules of the PRC Labour Contract Law ({3 A B3 AN B 45 8 & [F] 15 B
Bi).

According to the Labor Law of the PRC ("% AR ILFIE %5 8)iL) (Order No. 24 of the
President) (the “Labor Law”), which was promulgated by NPCSC on 5 July 1994, came into
effect on 1 January 1995 and was amended on 27 August 2009 and 29 December 2018, an
employer shall develop and improve its rules and regulations to safeguard the rights of its
workers. An employer shall develop and improve its labor safety and health system, stringently
implement national rules and standards on labor safety and health, provide labor safety and
health education for workers, prevent labor accidents and reduce occupational hazards. Labor
safety and health facilities must comply with relevant national standards. An employer must
provide workers with the necessary labor protection gear that complies with labor safety and
health conditions stipulated under national regulations, as well as provide regular health checks
for workers that are engaged in operations with occupational hazards. Laborers engaged in
special operations shall have received specialized training and obtained the pertinent
qualifications. An employer shall develop a vocational training system. Vocational training funds
shall be set aside and used in accordance with national regulations and vocational training for
workers shall be carried out systematically based on the actual conditions of the company.

The Labor Contract Law (58] [f]#%), which was promulgated by the NPCSC on 29 June
2007, came into effect on 1 January 2008, and was amended on 28 December 2012, and the
Implementation Regulations on Labor Contract Law (Z8)&FIEEMMGA), which was
promulgated on 18 September 2008 and became effective since the same day, regulate both
parties to a labor contract, namely the employer and the employee, and contain specific
provisions involving the terms of the labor contract. It is stipulated under the Labor Contract
Law and the Implementation Regulations on Labor Contract Law that a labor contract must be
made in writing. An employer and an employee may enter into a fixed-term labor contract, an
un-fixed term labor contract, or a labor contract that concludes upon the completion of certain
work assignments, after reaching agreement upon due negotiations. An employer may legally
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terminate a labor contract and dismiss its employee after reaching agreement upon due
negotiations with the employee or by fulfilling the statutory conditions. Labor contracts
concluded prior to the enactment of the Labor Contract Law and subsisting within the validity
period thereof shall continue to be honored. With respect to a circumstance where a labor
relationship has already been established prior to the enactment of the Labor Contract Law but
no formal contract has been made, a written labor contract shall be entered into within one
month from the effective date of the Labor Contract Law.

Social securities

According to the Interim Regulations on the Collection and Payment of Social Insurance
Premiums (& {7 F 2 U 170 6), the Regulations on Work Injury Insurance (L5 {RBg Mk
), the Regulations on Unemployment Insurance (JZERFEHM]) and the Trial Measures on
Employee Maternity Insurance of Enterprises (&30 LA & (R aA1T M), the Decision of the
State Council on Establishing a Unified Basic Pension System for Employees Working in
Enterprises (37 B B i 8 37 41— B9 A SE 0k TR AR R B il BE (L 7E), the Decision of the
State Council on Establishing the Urban Employees’ Basic Medical Insurance System ([ %5t B
A 7 ST I B T A B R R B i FE Y PR AE), enterprises in the PRC shall provide benefit plans
for their employees, which include basic pension insurance, unemployment insurance, maternity
insurance, work injury insurance and basic medical insurance. An enterprise must provide social
insurance by processing social insurance registration with local social insurance agencies, and
shall pay or withhold relevant social insurance premiums for or on behalf of employees.

According to the PRC Social Insurance Law ("% A RILFIEI 41 & R F7%) (the “Social
Insurance Law”) promulgated by NPCSC on 28 October 2010 and amended on 29 December
2018, enterprises and its employees shall pay social insurance premiums including basic pension
insurance, basic medical insurance, work-related injury insurance, unemployment insurance and
maternity insurance. Enterprises shall be solely responsible to pay insurance premiums of
work-related injury insurance and maternity insurance for their employees, while enterprises and
their employees shall be jointly responsible to pay insurance premiums of basic pension
insurance, basic medical insurance and unemployment insurance. An employer shall complete
social security registration with the social security agency for its employee within 30 days from
the date of recruitment. Where an employer does not complete social security registration, the
social security agency shall assess the social security premiums payable by the employer.
Employers which failed to complete social security registration shall be ordered by the social
security administrative authorities to make correction within a stipulated period; where
correction is not made within the stipulated period, the employer shall be subject to a fine
ranging from one to three times the amount of the social security premiums payable, and the
person(s)-in-charge who is/are directly accountable and other directly accountable personnel
shall be subject to a fine ranging from RMBS500 to RMB3,000. Employers who failed to
promptly contribute social security premiums in full amount shall be ordered by the social
security premium collection agency to make or supplement contributions within a stipulated
period, and shall be subject to a late payment fine computed from the due date at the rate of
0.05% per day; where payment is not made within the stipulated period, the relevant
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administrative authorities shall impose a fine ranging from one to three times the amount of the
amount in arrears.

According to the Regulation of Insurance for Labour Injury (LA5fRBE#&%1) promulgated
by the State Council and came into effect on 1 January 2004 and the amendment thereto which
came into effect on 1 January 2011 (collectively, the “Insurance Regulation”), enterprises shall,
in accordance with the provision of the Insurance Regulation, take out work-related injury
insurance and pay work-related injury insurance premiums for all their employees on time.
Where an employee is injured in an accident related to his employment or suffers from an
occupational disease, he is entitled to work-related injury insurance paid by the labour injury
fund, which covers costs, including but not limited to medical treatment bills, board wages and
traffic expenses resulting from such accident or occupational disease. Such employee or the
family of such employee (as the case may be) is also entitled to disability or death subsidy if the
work related accident or occupational disease causes disability or death.

According to the Interim Regulation on the Collection and Payment of Social Insurance
Premiums (F1 & f# B 2 80 174 1) promulgated by the State Council on 22 January 1999 and
amended on 24 March 2019, the people’s governments of the provinces, autonomous regions and
directly administered municipalities will determine the agencies for the levy and collection of
social insurance premiums. They may be either tax authorities or social insurance handling
agencies (“social insurance agencies”) established by the administrative departments for labour
security in accordance with State Council regulations. Contributing work units must carry out
social insurance registration with the local social insurance agency and must participate in social
insurance. Such enterprises shall report to the social insurance agency the amount of social
insurance premiums payable and pay its social insurance premiums every month within the
prescribed time limit upon assessment by the social insurance agency. The social insurance
premiums payable by the individuals shall be withheld from their wages and paid for them. All
premiums shall be paid in full by cash. If a contributing work unit fails to carry out social
insurance registration, change its registration or cancel its registration in accordance with the
regulations, or fails to report the amount of the social insurance premiums in accordance with
the regulations, then the administrative department for labour security will order it to correct the
situation within a set period; in serious cases, a fine of not less than RMB1,000 and not more
than RMB5,000 may be imposed on the persons in charge who are directly responsible and other
directly responsible persons; in particularly serious cases, a fine of not less than RMBS5,000 and
not more than RMB10,000 may be imposed on the persons in charge who are directly
responsible and on other directly responsible persons.

According to the Regulations on the Administration of Housing Provident Fund (f£5 A&
&G BB (Order No. 262 of the State Council), which was promulgated and became effective
on 3 April 1999, and was amended on 24 March 2002 and 24 March 2019, housing provident
fund contributions by an individual employee and housing provident fund contributions by his or
her employer shall belong to the individual employee. The employer shall timely pay up and
deposit housing provident fund contributions in full amount and late or insufficient payments
shall be prohibited.

- 118 -



REGULATORY OVERVIEW

The employer shall process housing provident fund payment and deposit registrations with
the housing provident fund administration centre. With respect to companies who violate the
above regulations and fail to process housing provident fund payment and deposit registrations
or open housing provident fund accounts for their employees, such companies shall be ordered
by the housing provident fund administration centre to complete such procedures within a
designated period. Those who fail to process their registrations within the designated period
shall be subject to a fine ranging from RMB10,000 to RMBS50,000.

INTELLECTUAL PROPERTY
Trademark law

In accordance with the PRC Trademark Law (% A\ RILFIE F#E%)) promulgated on
23 August 1982, most recently amended by NPCSC on 23 April 2019 and effective as of 1
November 2019, the Trademark Bureau of the Administration for Industry and Commerce
Department of the State Council shall be in charge of trademark registration and administration
nationwide. The Administration for Industry and Commerce Department of the State Council
shall establish a trademark review and adjudication board to be responsible for handling
trademark disputes.

Any of the following acts shall be deemed as infringement of exclusive rights to use
registered trademarks:

(1) use of a trademark identical to a registered trademark on the same type of commodities
without licensing by the trademark registrant; (2) use of a trademark similar to a registered
trademark on the same type of commodities without licensing by the trademark registrant, or use
of a trademark identical or similar to the registered trademark on similar commodities which
easily causes confusion; (3) sale of commodities which infringe upon exclusive rights to use
registered trademarks; (4) forgery or unauthorised manufacturing of labels of other’s registered
trademark or sale of forged or unauthorised labels of other’s registered trademark; (5) change of
a registered trademark without the consent of the trademark registrant, and sale of commodities
bearing the changed trademark in the market; (6) intentionally facilitating infringement of
other’s exclusive rights to use trademarks, assisting others in implementation of infringement of
exclusive rights to use trademarks; or (7) causing harm to other’s exclusive rights to use
registered trademarks.

A registered trademark shall be valid for 10 years, commencing from the date of
registration. Upon expiry of the validity period of a registered trademark, where the trademark
registrant intends to continue using the trademark, it shall complete renewal formalities pursuant
to the provisions within the 12-month period before the expiry date; where renewal formalities
are not completed within the stipulated period, a six-month extension may be allowed. The
validity period of each renewal shall be 10 years, commencing from the date following expiry of
the preceding validity period of the said trademark. Where renewal formalities are not completed
upon expiry of the validity period, the registered trademark shall be cancelled.
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The trademark bureaux shall gazette renewed registered trademarks.
Domain Name

Pursuant to Administrative Measures on Internet Domain Names (5.1 4948 42 45 #E L),
which was promulgated on 24 August 2017 and with effect from 1 November 2017, the principle
of “first come, first serve” is followed for the domain name registration service. After
completing the domain name registration, the applicant becomes the holder of the domain name
registered by him/it. No organization or individual shall maliciously point a domain name to
others’ IP address.
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OVERVIEW

We are an established Measuring and Cutting Tools trading centre operator in China. Our
history can be traced back to May 2003 when our Company was established in the PRC by
Market Development Service Centre, Wenqiao Town People’s Government, Shangjie Village
Committee and Zhongjie Village Committee as a company with limited liability. Leveraging on
the extensive experience in site management, cost control and quality control accumulated by
our management, in 2009, we officially launched our Trading Centre.

We are positioned to capture the business opportunities arising from China’s Measuring and
Cutting Tools market. According to the F&S Report, the total sales value of Measuring and
Cutting Tools rose from RMB28.1 billion in 2014 to RMBS51.2 billion in 2019, representing a
CAGR of 12.7% from 2014 to 2019. The total sales value of China’s Measuring and Cutting
Tools market is anticipated to further expand, reaching RMB78.7 billion in 2024, with an
expected CAGR of 11.1% during the period of 2020 to 2024.

For the preparation of the Listing, in May 2018, our Company was converted into a joint
stock limited liability company. On 7 January 2020, we obtained approvals of the CSRC for the
Global Offering and the making of the application to list our H Shares on the Stock Exchange.
BUSINESS DEVELOPMENT MILESTONES

The following table outlines our key business development milestones:

Year Key business development milestones

2003 We established our Company under the name of Wenling City Wenxi

Measuring and Cutting Tools Trading Centre Company Limited* (487 i
7 T & J) B2 5 H0 A BRZA Fl) with a registered capital of RMB100,000
2006 The registered capital of our Company was increased to RMB1.80 million

and we changed our name to Wenling City Zhejiang Measuring and Cutting
Tools Trading Centre Company Limited* (R4E T #HIL L& I B G H.O00

R 2w
2009 . Our Company’s registered capital was increased to RMB18 million
. Our Trading Centre was launched
2011 We established Wenling Measuring and Cutting Tools Network Company

Limited* (48 L& 7 EMAM/AF) to provide maintenance support
services to our website
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Year

2014

2015

2018

2019

Key business development milestones

We were awarded “Famous Brand in Taizhou City* (& M T & 4% P 1%)”
by Taizhou Market Supervisory Authority* (& JH i i &5 B B & HR))

We were awarded “Taizhou Service Brand* (& JNARFESMAE)” by Taizhou
Famous Brand Certification Committee* (& M 4% JL2E b2 2 B &)

We were awarded “2015 Wenling City Service Industry Key Enterprise® (2015
AF P L AR T HROPS 2 EE 25 42 2E)” by Wenling City People’s Government (A8 11
NEREU)

We were awarded “2014 Advanced Party Organisation* (20144F J& JoifE
H#A4K)” by Wenqiao Town CPC Committee (H 3L IGZE & )

We were awarded “Chinese Commodity Market Top 100%* (1 B p¥ i i
Y H#E)” by Chinese Academy of Social Sciences (H I+t &R [)

Our Company was converted into a joint stock limited liability
company with a registered capital of RMB60 million and renamed as
Wenling Zhejiang Measuring and Cutting Tools Trading Centre
Company Limited* (Y48 #7 VL T & 7] B 22 5 H.0 B d A R~ 7l

We successfully won the bid of the Land for the construction of the
Industrial Park and entered into the Development and Construction

Agreement

Commencement of the pre-construction preparation works for the
Industrial Park
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OUR CORPORATE HISTORY AND DEVELOPMENT
Our Company
Establishment of our Company
Our history can be traced back to May 2003, when our Company was established as a
company in the PRC with limited liability. At the time of our establishment, we had a registered

capital of RMB100,000, details of which are set out below:

Capital Shareholding

Name of Shareholders contribution percentage

(RMB) (%)
Market Development Service Centre 34,000 34.00
Wengiao Town People’s Government 33,000 33.00
Zhongjie Village Committee 16,500 16.50
Shangjie Village Committee 16,500 16.50
Total 100,000 100.00
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First capital increase, and change of name and shareholders

In June 2006, the name of our Company was changed to Wenling City Zhejiang Measuring
and Cutting Tools Trading Centre Company Limited* (48 i #iiL L& 7] B5 5 H LA FRA F).
The registered capital of our Company was also increased, together with the addition of new
Shareholders, to RMB1,800,000. The following table sets out the shareholding structure
immediately after completion of the first capital increase:

Capital Shareholding

Name of Shareholders contribution percentage

(RMB) (%)
Market Development Service Centre 358,200 19.90
Wengiao Town People’s Government 347,400 19.30
Qianyangxia Village Committee 315,000 17.50
Maoyang Village Committee 207,000 11.50
Zhongjie Village Committee 173,700 9.65
Shangjie Village Committee 173,700 9.65
Xuzhai Village Committee 117,000 6.50
Zhang Laogiao Village Committee 54,000 3.00
Mr. Huang Yugen™*'® 54,000 3.00
Total 1,800,000 100.00

Note: Mr. Huang Yugen is an Independent Third Party.
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Second capital increase
In March 2009, the registered capital of our Company was further increased to
RMB18,000,000. The following table sets out the shareholding structure immediately after

completion of the second capital increase:

Capital Shareholding

Name of Shareholders contribution percentage

(RMB) (%)
Market Development Service Centre 3,582,000 19.90
Wengiao Town People’s Government 3,474,000 19.30
Qianyangxia Village Committee 3,150,000 17.50
Maoyang Village Committee 2,070,000 11.50
Zhongjie Village Committee 1,737,000 9.65
Shangjie Village Committee 1,737,000 9.65
Xuzhai Village Committee 1,170,000 6.50
Zhang Laoqgiao Village Committee 540,000 3.00
Mr. Huang Yugen™°'¢ 540,000 3.00
Total 18,000,000 100.00

Note: Mr. Huang Yugen is an Independent Third Party.

Transfers of equity interests relating to our Shareholders

In December 2017, certain Shareholders underwent certain equity interest transfers such
that they hold equity interests in our Company through their respective PRC companies, details
of which are as follows:

(a) on 8 December 2017, Market Development Service Centre transferred its entire
19.90% equity interest in our Company to Market Group, which is directly and wholly
owned by Market Development Service Centre, at nil consideration;

(b) on 18 December 2017, Wengiao Town People’s Government transferred its entire
19.30% equity interest in our Company to Qiaoling Investment, which is directly and
wholly owned by Wenqgiao Town People’s Government, at nil consideration;

(c) on 18 December 2017, Qianyangxia Village Committee transferred its entire 17.50%
equity interest in our Company to Qianyang Investment, which is indirectly and
wholly owned by Qianyangxia Village Committee, at nil consideration;

(d) on 18 December 2017, Maoyang Village Committee transferred its entire 11.50%

equity interest in our Company to Maowei Investment, which is indirectly and wholly
owned by Maoyang Village Committee, at nil consideration;
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(e) on 18 December 2017, Zhongjie Village Committee transferred its entire 9.65% equity
interest in our Company to Zhongjie Hede Investment, which is indirectly and wholly
owned by Zhongjie Village Committee, at nil consideration;

(f) on 18 December 2017, Shangjie Village Committee transferred its entire 9.65% equity
interest in our Company to Shangyu Investment, which is indirectly and wholly owned
by Shangjie Village Committee, at nil consideration;

(g) on 18 December 2017, Xuzhai Village Committee transferred its entire 6.50% equity
interest in our Company to Botao Investment, which is indirectly and wholly owned
by Xuzhai Village Committee, at nil consideration; and

(h) on 18 December 2017, Zhang Laogiao Village Committee transferred its entire 3.00%
equity interest in our Company to Zhang Laogiao Investment, which is indirectly and

wholly owned by Zhang Laoqiao Village Committee, at nil consideration.

The following table sets out the shareholding structure immediately after completion of
such equity interest transfers:

Capital Shareholding

Name of Shareholders contribution percentage

(RMB) (%)
Market Group 3,582,000 19.90
Qiaoling Investment 3,474,000 19.30
Qianyang Investment 3,150,000 17.50
Maowei Investment 2,070,000 11.50
Zhongjie Hede Investment 1,737,000 9.65
Shangyu Investment 1,737,000 9.65
Botao Investment 1,170,000 6.50
Zhang Laoqiao Investment 540,000 3.00
Mr. Huang Yugen®**® 540,000 3.00
Total 18,000,000 100.00

Note: Mr. Huang Yugen is an Independent Third Party.
Background of our ultimate Shareholders

Immediately prior to the completion of the Global Offering, our Group was ultimately
owned by Market Development Service Centre, Wenqgiao Town People’s Government,
Qianyangxia Village Committee, Maoyang Village Committee, Shangjie Village Committee,
Zhongjie Village Committee, Xuzhai Village Committee, Zhang Laoqgiao Village Committee and
Mr. Huang Yugen.
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Market Development Service Centre is a public institution* (FHEH (/) organised by
Wenling City Market Supervision and Administration Bureau* (48 i 755 B B4 #2 5) pursuant
to the Regulations on the Administration of the Registration of Public Institutions* (5 3£ B/ &
FOE M 1T ]) and the Rules of Implementation of the Regulations on the Administration of
the Registration of Public Institutions* (3% 3£ 5 {7 B 50 176 B B it 40 1)), under which a
public institution shall be organised by the authorities with state-owned assets to engage in
social activities, including education, technology, culture or hygiene, for public interests and
benefit. There is no equivalent concept of shareholding in respect of a public institution.

Each of Qianyangxia Village Committee, Maoyang Village Committee, Shangjie Village
Committee, Zhongjie Village Committee, Xuzhai Village Committee and Zhang Laoqiao Village
Committee is an autonomous organisation of the grassroot level (FEEHERME HIGAHLEL) with
separate legal status established pursuant to the Organic Law of the Villagers” Committees of the
People’s Republic of China* (13 A RILFIE A R 2 B & #4%15). Each village committee has
its self-regulated articles and shall comprise three to seven members, including a chairman* (&
1), a vice-chairman* (] 1T) and other committee members* (% §), who are elected by all
members of the relevant village who are 18 years old or above. The responsibilities of each
village committee include, among others, representing the interests of the village members,
reporting at the meeting of village members or their representatives, executing the decisions
made during the meeting of village members or their representatives, and assisting the PRC town
or township governmental bodies generally. There is no equivalent concept of shareholding in
respect of the village committee.

Save for the positions held by some of our Directors and supervisors in Market Group,
Maoyang Village Committee, Shangjie Village Committee and Zhongjie Village Committee,
respectively, details of which are set out in the section headed “Relationship with Controlling
Shareholders — Independence From Controlling Shareholders — Management independence” in
this prospectus, none of our ultimate Shareholders have any relationships with our Group except
for their respective interests in our Shares.

Our subsidiaries

As at the Latest Practicable Date, our Company had two wholly-owned subsidiaries, details
of which are as follows:

Place of Date of Registered
Name establishment establishment capital Scope of business
Wenling Measuring and the PRC 27 July 2011 RMB100,000 E-commerce technology
Cutting Tools Network development services

Company Limited* ({fi

BT RITIREARAT)
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Place of Date of Registered
Name establishment establishment capital Scope of business
Wenling Xuri Investment  the PRC 12 June 2018 RMB10,000,000 Investment business
Company Limited* (i permitted by national
ST H R EA PRA ) laws, regulations and

policies, real estate
development and
management, conference
and exhibition and
related services

CONCERT PARTY ARRANGEMENT

Pursuant to the Concert Party Agreement and the Concert Party Supplemental Agreement
(together, the “Concert Party Agreements”), eight of our Controlling Shareholders, namely
Market Development Service Centre, Wenqiao Town People’s Government, Qianyangxia Village
Committee, Maoyang Village Committee, Shangjie Village Committee, Zhongjie Village
Committee, Xuzhai Village Committee and Zhang Laoqiao Village Committee and their
respective controlled corporations, who in aggregate will hold 72.75% equity interest in our
Company after completion of the Global Offering (assuming the Over-allotment Option is not
exercised), have confirmed that since the respective dates of their becoming a Shareholder, they
have been cooperating and acting in concert with one another in respect of all material
management matters. The abovementioned Shareholders have further undertaken that during the
period wherein each party is holding the Shares, they shall first communicate, discuss and reach
a unanimous decision before any party of the Concert Party Agreements proposes relevant
matters to be considered at the Shareholders’ meeting or prior to the voting on the respective
matters at the Shareholders’ meeting when exercising their shareholders’ rights (including but
not limited to proposal right in shareholders’ meetings, voting rights and nomination rights). In
case no consensus can be reached, they shall take the decision of Market Group and Market
Development Service Centre as the final decision and the abovementioned Shareholders shall
exercise their shareholders’ rights in accordance with their decision. In view of the concert party
arrangement above, the abovementioned Shareholders are a group of Controlling Shareholders
within the meaning of the Listing Rules.
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REORGANISATION

The corporate structure of our Group immediately prior to the Reorganisation was as
follows:

Qlan.yangxla Maoyang Village Zhongjie Yl]lage Shangjie Village Xuzhai Village Lhang. Laogiao
Village . Committee . . Village
; Committee Committee Committee ;
Committee Committee
100% 100% 100% 100% 100% 100%
. Qianyangxia . P U - Zhang Laogiao
Market ‘Wengjiao Town " Maoyang Village Zhongjie Village Shangjie Village Xuzhai Village N
N Village Share N ° ? Village Share
Development People’s N Share Economic Share Economic Share Economic Share Economic .
. Economic . . . . Economic
Service Centre Government . Cooperative Cooperative Cooperative Cooperative .
Cooperative Cooperative
‘ 100% ‘ 100% 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100% 100%
Qiaoling Qianyang Maowei Zhongjie Hed Shang Botz Zhang Mr. Huang
Market Group iaoling ianyang aowei ongjie Hede angyu otao Laogiao r. Huang
(PRC) Investment Investment Investment Investment Investment Investment Investment Yugen
(PRC) (PRC) (PRC) (PRC) (PRC) (PRC) (PRC) (Note 1)
‘ 19.90% ‘ 19.30% ‘ 17.50% ‘ 11.50% 9.65% ‘ 9.65% ‘ 6.50% ‘ 3% 3%
Our
Company
(PRC)
100% 26%
Wenllr.ng Tiangong
Measuring
. Technology
and Cutting
(PRC)
Tools Network (Note 2)
(PRC)
Notes:
1. Mr. Huang Yugen is an Independent Third Party.
2. Immediately prior to Reorganisation, Tiangong Technology was owned as to 26% by our Company and

25%, 25%, 14% and 10% by Jiang Zhongrong* (¥ %8), Lin Xinyuan* (M# V), Zhejiang Shangyou
Daoju Co., Ltd.* (#i7L L& JJHA R ) and Sun Guomei* (#R[B3%), respectively, who are Independent
Third Parties. The scope of business of Tiangong Technology is the research, development, inspection,

manufacturing and sale of measuring and cutting tools.

In preparation for the Listing, our Group underwent the Reorganisation to rationalise the
corporate structure of our Group. The Reorganisation involved the following major steps:

1. Conversion into a joint stock limited liability company

On 3 May 2018, our Company was converted into a joint stock limited liability
company and the name of our Company was changed to our current name, i.e. Wenling
Zhejiang Measuring and Cutting Tools Trading Centre Company Limited* (4 #7 7L T & 7]
B2 5 9.0 B A FR/ZAAl). Upon the conversion, our Company had a registered capital of
RMB60,000,000 comprising 60,000,000 Domestic Shares with a nominal value of RMB1.00
each, which had been subscribed and paid up by the then existing Shareholders in
proportion to their then respective equity interests in our Company immediately prior to
such conversion.
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The following table sets out the shareholding structure and details of our Company
after the above conversion:

Number of
Domestic Shareholding

Name of Shareholders Shares percentage

(%)
Market Group 11,940,000 19.90
Qiaoling Investment 11,580,000 19.30
Qianyang Investment 10,500,000 17.50
Maowei Investment 6,900,000 11.50
Zhongjie Hede Investment 5,790,000 9.65
Shangyu Investment 5,790,000 9.65
Botao Investment 3,900,000 6.50
Zhang Laoqiao Investment 1,800,000 3.00
Mr. Huang Yugen?"¢ 1,800,000 3.00
Total 60,000,000 100.00

Note: Mr. Huang Yugen is an Independent Third Party.

2. Transfer of equity interest of Tiangong Technology

For the purpose of better allocation of resources and streamlining our Group’s
corporate structure, in June 2018, we took part in a bid invitation auction and listing to
dispose of our entire equity interest in Tiangong Technology, representing 26% of the total
equity interest therein, to Qiaoling Investment, one of our Controlling Shareholders and
Promoters, for a consideration of RMB279,000, which was determined with reference to the
net asset value of Tiangong Technology as at 31 December 2017 based on a valuation by an
independent valuer and was settled on 13 June 2018. The registration of change of
shareholding in Tiangong Technology in the relevant authorities was completed on 2 July
2018.

As advised by the PRC Legal Advisers, all the necessary internal and external approval for
the Reorganisation set out above have been legally obtained and the Reorganisation has been
duly completed in full compliance with the applicable PRC laws and regulations.

OUR CORPORATE STRUCTURE
As at the Latest Practicable Date, our Company had issued 60,000,000 Domestic Shares
and had a registered share capital of RMB60,000,000. The registered share capital is expected to

increase to RMB&80,000,000, comprising 60,000,000 Domestic Shares and 20,000,000 H Shares
upon the Listing (assuming the Over-allotment Option is not exercised). The following chart sets
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out our corporate structure, immediately after completion of the Reorganisation but prior to
completion of the Global Offering:

Qu\n.yangxla Maoyang Village Zhongjie Village Shangjie Village Xuzhai Village Zhang Laogiao
Village . X R . Village
; Committee Committee Committee Committee :
Committee Committee
100% 100% 100% 100% 100% 100%
Market ‘Wengjiao Town Qlanyﬂngxla Maoyang Village Zhongjie Village Shangjie Village Xuzhai Village Zh.ang Laogiao
Development N Village Share N N o N Village Share
. People’s . Share Economic Share Economic Share Economic Share Economic .
Service Centre Government Economic Cooperative Cooperative Cooperative Cooperative Economic
(the PRC) Cooperative P P P P Cooperative
‘ 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100%
P . . . Zhang
; 3 Qiaoling Qianyang Maowei Zhongjie Hede Shangyu Botao . Mr. Huang
Market Group e N e N e e Laogiao R
(PRC) Investment Investment Investment Investment Investment Investment Investment Yugen
(PRC) (PRC) (PRC) (PRC) (PRC) (PRC) (PRC) (Note 1)
‘ 19.90% ‘ 19.30% ‘ 17.50% ‘ 11.50% 9.65% ‘ 9.65% ‘ 6.50% ‘ 3% 3%
Our
Company
(PRC)
100% 100%
We"“?g Wenling
Measuring .
. Xuri
and Cutting (Note 2)
Tools Network (ISRC)
(PRC)

Notes:
1. Mr. Huang Yugen is an Independent Third Party.

2. Wenling Xuri was established on 12 June 2018.
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The following chart sets out our corporate structure immediately following completion of
the Global Offering, assuming no exercise of the Over-allotment Option and no change in
shareholding by each of our Shareholders listed below subsequent to the Latest Practicable Date:

Qianyangxia

Maoyang Village

Shangjic Village

Xuzhai Village

Zhang Laogiao

Service Centre

Government

Cooperative

Cooperative

Cooperative

Cooperative

Cooperative

Village ¢ R Zhongjie Village pa p Village
Committee ommittee Committee ommittee ommittee Committee
100% 100% 100% 100% 100% 100%
; ) Qianyangxia ; - P . Zhang Laogiao
Market Wengjao Town Vil Maoyang Village | | Zhongjie Village Shangjie Village Xuzhai Village e St
Development People’s ge Sha Share Ec ¢ Share Economic Share i Share i ge Sha
Economic Economic

Cooperative

‘ 100% ‘ 100% 100% ‘ 100% ‘ 100% ‘ 100% ‘ 100% 100%
Zhang
) Qiaoling Qianyang Maowei Zhongjie Hede Shangyu Botao Fhans Mr. Huang H Share
M“”‘;I‘e?“’“p Investment Investment Investment Investment IL‘"’_‘“‘“’ Yugen Public
(PRC) (PRC) (PRC) (PRC) (PRC) (PRC) (PRC) nvestment (Note 1) Shareholders
(PRC)
‘ 14.93% ‘ 14.48% ‘ 13.13% ‘ 8.63% ‘ 7.24% ‘ 7.24% ‘ 4.88% ‘ 2.25% 2.25% 25%
Our
Company
(PRC)
100% ‘ 100%
[ |
Wenling
Measuring W;“l‘."g
and Cutting " “”2
Tools Network (Note2)
(PRC) (PRO)
Notes:
1. Mr. Huang Yugen is an Independent Third Party.
2. Wenling Xuri was established on 12 June 2018.
3. The percentage figures of our Controlling Shareholders in the chart above are rounded to two decimal

places. Any discrepancies in any reference to the aggregate percentage holding of Shares by our
Controlling Shareholders in this prospectus and the individual percentage holding of Shares by each of

them in the chart above are due to rounding.
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OVERVIEW

We are an established Measuring and Cutting Tools trading centre operator in China.
According to the F&S Report, the total sales revenue of trading Measuring and Cutting Tools by
the tenants in the trading centres, independent shops and direct sales from manufacturers, rose
from approximately RMB28.1 billion in 2014 to approximately RMBS51.2 billion in 2019 in
China, representing a CAGR of approximately 12.7% from 2014 to 2019. In 2019, the sales
revenue of our Trading Centre was approximately RMBS5.4 billion, representing approximately
10.5% of the total sales revenue of trading the Measuring and Cutting Tools in the PRC.

According to F&S, China has introduced a number of policies facilitating manufacturing
industry in recent years. Machine tools industry is the foundation of industrial manufacturing.
As the key components for machine tools, the Manufacturing and Cutting Tools manufacturing
industry has been benefited from the prosperity of manufacturing industry which in turn has
driven the development of Measuring and Cutting Tools trading centre as the same provides a
centralised place for the trading of Measuring and Cutting Tools. In particular, according to The
Thirteenth Five-year Plan of Intelligent Manufacturing (2016-2020)* ({(FHRefdss [+ = %
JEHLE(2016-20204F))), the Chinese government put forward a “two-step strategy* (M iE)”,
pursuant to which intelligent manufacturing will become a long-term plan and strategy,
traditional manufacturing will need to gradually transform into digital manufacturing. This
policy which aims to expedite the process of intelligent manufacturing will, according to F&S,
accelerate the upgrade or replacement of outdated manufacturing machine, in turn requiring
additional demand for the Measuring and Cutting Tools of higher product quality. For example,
traditional manufacturing market, such as aerospace which demands intelligent transformation, is
expected to have increased demand of Measuring and Cutting Tools products to develop high
precision CNC (Computerised Numerical Control) machine tools equipment industry and
products replacement. In addition, emerging manufacturing market, such as industrial robot
using new generation of information technology and intelligent manufacturing, will require
additional demand of the machine tools and thus inspire the demand of the Measuring and
Cutting Tools. As a result of the increased demand of machine tools abovementioned, it is
expected that the manufacturers in the Measuring and Cutting Tools industry will be stimulated
to offer larger production volumes and higher product quality of Measuring and Cutting Tools,
and thus boosting the demands of the Measuring and Cutting Tools.

We own, operate and manage our Trading Centre located in Qianyangxia Village, Wenqiao
Town, Wenling City, Zhejiang Province, the PRC* ([ #7 VL% {48 it {ELIG S HT 7~ A)). During
the Track Record Period and as at the Latest Practicable Date, our principal activity and source
of revenue were primarily derived from property leasing business through our operation of the
Trading Centre for the Measuring and Cutting Tools industry. We aim to expand such property
leasing business in the Measuring and Cutting Tools industry into the Industrial Park. Please
refer to the paragraph headed “Business — Our Business Expansion — Measuring and Cutting
Tools Industrial Park” in this section for further details. Our Trading Centre is a four-storey
commercial complex with basement with a total GFA of approximately 74,204.7 sq.m., of which
a total GFA of approximately 71,817.5 sq.m. is held for investment purpose and a total GFA of
approximately 2,387.2 sq.m. is held for our own offices. As at 30 June 2020, we have 716 units
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in our Trading Centre and 611 tenants. According to the Property Valuer, the market value of our
Trading Centre held for investment purpose and the Land were RMB1,004.1 million as at 31
October 2020. For the years ended 31 December 2017, 2018 and 2019 and for the six months
ended 30 June 2020, the average occupancy rates for our Trading Centre were approximately
94.8%, 98.5%, 98.5% and 98.6% respectively.

We have received numerous awards in recognition of our high-quality development and
superior management, including “2018 Wenling City Key Service Enterprise*” (20184 & {48 7
RS 2E A 2£), “Taizhou City Key Service Enterprise*” (& MRS EEBMZE) (2018),
“Four-star Civilised and Regulated Market*” (VY B ST ) (2016-2018), “Chinese Top
100 Commodity Market*” ("3 5 % A ) (2015), “2015 Wenling City Key Enterprise of
the Service Industry*” (2015%4F B {ii 48 i1 Il B5 3 5 Bf 4R 3%), “2014 Advanced Party Organisation*”
(20144F i # A1 4%), “Famous Brand in Taizhou City*” (&M E 4 EE) (2014), and
“Taizhou Famous Service Brand*” (& JN/R#5 &) (2014). Please refer to the paragraph headed
“Awards and Accreditations” in this section for further details.

For the years ended 31 December 2017, 2018 and 2019 and for the six months ended 30
June 2020, we generated a revenue of approximately RMB43.5 million, RMB47.0 million,
RMB50.2 million and RMB20.0 million, respectively. Our profits for the same periods were
approximately RMB44.9 million, RMB37.0 million, RMB32.4 million and RMB10.8 million
respectively. For the years ended 31 December 2017, 2018 and 2019 and the six months ended
30 June 2020, the valuation gains on our investment properties amounted to approximately
RMB27.0 million, RMB17.0 million, RMB10.8 million and RMB1.0 million, respectively.

COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success and
distinguish us from our competitors:

Established position of our Trading Centre in the PRC to capitalise on the Measuring
and Cutting Tools market in China

We officially launched our Trading Centre in 2009. Over the years, we believe that our
position has allowed us to become an established trading centre for Measuring and Cutting
Tools in terms of revenue and the total sales revenue of trading Measuring and Cutting
Tools by the tenants in our Trading Centre as well as number of type and brand of
Measuring and Cutting Tools in the PRC according to the F&S Report.

China’s Measuring and Cutting Tools market has experienced substantial growth in
recent years. According to the F&S Report, the total sales revenue of trading the Measuring
and Cutting Tools rose from approximately RMB28.1 billion in 2014 to approximately
RMBS51.2 billion in 2019, representing a CAGR of approximately 12.7% from 2014 to
2019. Due to the increasing investment on fixed assets and implementation of upgrading of
machine tools, as well as the steadily increasing price of the Measuring and Cutting Tools,
the total sales revenue of trading the Measuring and Cutting Tools market is anticipated to
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further expand, reaching to approximately RMB78.7 billion in 2024, with an expected
CAGR of approximately 11.1% during the period of 2020 to 2024.

China has introduced a number of policies facilitating manufacturing industry in
recent years, which will eventually benefit the Measuring and Cutting Tools market. In
particular, The Thirteenth Five-year Plan of Intelligent Manufacturing (2016-2020)* (%
ey [+ =7 e E(2016-20204F))) provided that the development of intelligent
manufacturing will become the long-term strategic mission. Traditional manufacturing will
need to gradually transform into digital manufacturing. By 2020, the development basis and
supporting capacity of China’s manufacturing will have to be remarkably strengthened. As
the leader of the Measuring and Cutting Tools trading centre operator market in the PRC,
we believe that we are well-positioned to benefit from intelligent manufacturing
transformation stimulating our tenants to offer larger production volumes and improving
product quality of their Measuring and Cutting Tools in our Trading Centre.

Strong positioning to capture the growth potential of the Measuring and Cutting Tools
market in China

We are well-positioned in the Measuring and Cutting Tools market in the PRC.
According to the F&S Report, the purchasers in the Measuring and Cutting Tools industry
generally need to buy varieties of Measuring and Cutting Tools products at the same time.
As a concentrated market, Measuring and Cutting Tools trading centres which meet
purchasers’ demand are indispensable to the whole manufacturing market. To enhance the
purchasing and manufacturing efficiency, the purchasers prefer buying Measuring and
Cutting Tools in trading centres rather than in individual shops. As at 31 December 2019,
our Trading Centre was able to offer close to 13,000 types of Measuring and Cutting Tools
from more than 500 different brands, including international and domestic brands, ranking
the top among the Measuring and Cutting Tools trading centres in the PRC.

According to the F&S Report, the PRC Measuring and Cutting Tools market size by
the total sales revenue of trading Measuring and Cutting Tools by the tenants in the trading
centres, independent shops and direct sales from manufacturers has increased from
approximately RMB28.1 billion in 2014 to RMB51.2 billion in 2019, in which our Trading
Centre contributed approximately RMBS5.4 billion in 2019. Wenqgiao Town in Wenling City
has been regarded as the Hometown of the Measuring and Cutting Tools Industry* ([ L.
= J] B 2 %F) and named as China Famous City for Tools* ([ TE £ 3k) by the China
Machinery Industry Federation® (H1BI#M T35 €). In 2019, according to the F&S
Report, there are close to 1,400 manufacturers in the Measuring and Cutting Tools market
in Zhejiang Province and a number of them are renting a place in and relying on our
Trading Centre to develop and expand their businesses.

Therefore, we believe that not only the development of our Trading Centre has been

benefited from the development of Measuring and Cutting Tools industry in Wenqiao Town,
our Trading Centre also has vigorously bolstered and promoted the expansion and
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development of the Measuring and Cutting Tools industry in the PRC as a whole which
would in turn further capitalise the potential growth of our Group.

Distinctive Controlling Shareholder and government support

Our history can be traced back to May 2003 when our Company was founded. Our
Trading Centre was opened in 2009. Since our establishment, Market Group has been one
of our Controlling Shareholders. Market Group is a well-established and sizeable
state-owned enterprise in Wenling City, Zhejiang Province, which is wholly-owned by the
Market Development Service Centre with the registered capital of RMB100 million. Market
Group is principally engaged in investment and development and utilisation of major
commodity market project. Its main responsibility includes financing, construction and
management of various types of commodity trading market. In addition, our Trading Centre
has enjoyed support from the Wenling City Government* (48T BUff) and Taizhou
Municipal Government* (3 M i1 EUJff). Furthermore, our Controlling Shareholders comprise
Wengiao Town People’s Government (IFE#L A RBUT), as well as several villagers’
committees residing in near Wenqiao Town, Wenling City, Zhejiang Province, which have
agreed to cooperate and act in concert with one another in respect of all material
management matters of our Company pursuant to the Concert Party Agreements. As a
result, we believe that we are in a position to utilise various government initiatives and
earn the trust of our tenants. Please refer to the paragraph headed “Our Business — Supports
by the Government” in this section for further details.

Our awards and accreditations consolidating our brand equity

We have received numerous awards in recognition of our high-quality developments
and superior management, including “2018 Wenling City Key Service Enterprise*” (20184F
JEE Y A T B IR 4 %), “Taizhou City Key Service Enterprise*” (& JM 7 R 3 & B 4>
%) (2018), “Four-star Civilised and Regulated Market*” (VY52 &k SCHA B &1 55)
(2016-2018), “Chinese Top 100 Commodity Market*” (7[5 555 H ) (2015), “2015
Wenling City Key Enterprise of the Service Industry*” (20154 & {41 1 iR 15 35 = 2 4 2%),
“2014 Advanced Party Organisation®” (20144 o # 4H4%), “Famous Brand in Taizhou
City*” (M A1) (2014), and “Taizhou Famous Service Brand*” (& JMHRT &)
(2014). Please refer to the paragraph headed “Awards and Accreditations” in this section
for further details. We believe our established position and brand recognition in the
Measuring and Cutting Tools market will consolidate our tenants’ confidence and enhance
the chance for our Group to obtain further support from the local governments in
negotiating arrangements relating to the future development of Wenling City and its
Measuring and Cutting Tools market.

Stable tenant base allowing stable and recurring revenue source
For the years ended 31 December 2017, 2018 and 2019 and the six months ended 30

June 2020, we have achieved stable and high average occupancy rates of approximately
94.8%, 98.5%, 98.5% and 98.6%, respectively, for our Trading Centre. Our rental income
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increased from approximately RMB42.7 million for the year ended 31 December 2017 to
approximately RMB46.9 million for the year ended 31 December 2019. We enjoy a
relatively long term of four to 20 years lease term with our tenants. We provided value
added and support services to our tenants, such as property management service and the
implementation of the Index, the latter of which serves as an important indicator and
reference to the selling price of the major Measuring and Cutting Tools for our tenants as
well as their customers. Please refer to the paragraph headed “Support Services — Wenling °
China Measuring and Cutting Tools Index” in this section for further details. Such
arrangements allow us to build up and secure our tenant base, thereby ensuring a stable and
recurring revenue source.

Our experienced management team

We believe that the extensive experience in a broad range of functions comprising site
management, cost control and quality control as well as efficient execution capability that
our management team has accumulated are instrumental to achieving our past success and
capturing future business opportunities as they arise.

Our senior management team consists of a group of skilled and knowledge adepts with
an average of over nine years of experience and average tenure of over five years with our
Group. For example, Mr. Pan Haihong, our executive Director, chief executive officer and
general manager, has more than 21 years of management related experience of business
development, corporate governance and administration. Mr. Zhou Guilin, our executive
Director, chief operating officer and deputy general manager, is experienced in the areas of
business operation and financial management. Throughout the operation and management of
our business, we have been able to maintain effective and efficient management and
operational control and supervision over our Group. For the biographies of our Directors,
Supervisors and members of our senior management, please refer to the section headed
“Directors, Supervisors and Senior Management” in this prospectus.

We believe our management team have led our Group through its growth and
advancement, and they have been actively deliberating and contemplating further
development plans to optimise our Trading Centre and expand our business to other
territories in the Measuring and Cutting Tools industry. Please refer to the paragraph
headed “Business Strategies” in this section for further details.

In addition to the experienced senior management team, our management is
well-structured with eight departments with three deputy general managers overseeing
different areas of our business and who shall report to our general manager before reporting
to the Board. We believe our well-structured management allows clear division of labour,
effective overseeing of our Group’s performance, and efficient implementation of our
Group’s business strategies.
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Diverse Measuring and Cutting Tools products offerings by our Trading Centre
effectively and extensively distributed regionally and nationally in the PRC

We believe we have successfully established a distinctive brand recognition of our
Trading Centre in the Measuring and Cutting Tools market in the PRC. According to the
F&S Report, in 2019, Zhejiang Province, where our Trading Centre locates, has the largest
production volume of Measuring and Cutting Tools by province, taking up approximately
36.4% of the total production volume by province in the PRC. In addition, Zhejiang
Province also has the largest number of manufacturers of Measuring and Cutting Tools by
province, taking up approximately 45.9% of the total number of manufacturers by province
in the PRC.

Our Trading Centre offers close to 13,000 different types of Measuring and Cutting
Tools from more than 500 international and domestic brands available for sale, ranking the
top among the Measuring and Cutting Tools trading centres in the PRC in terms of number
of type and brand of Measuring and Cutting Tools as at 31 December 2019. We believe that
our ability to provide a large variety of Measuring and Cuttings Tools products to the
industry players and other customers has contributed to the strong brand recognition of our
Trading Centre in the Measuring and Cutting Tools in the PRC.

In addition, the Measuring and Cutting Tools products from our Trading Centre are
effectively and extensively distributed in different parts of the PRC through the nationwide
distribution and sales network and channels of the Wenling Business League. As the
Measuring and Cutting Tools products from our tenants are readily traded and exchanged
across China, we are confident that our Trading Centre’s position and reputation in the
domestic Measuring and Cutting Tools market have been further strengthened, therefore
making our Trading Centre an established domestic trading and distribution centre for the
Measuring and Cutting Tools.

BUSINESS STRATEGIES

We intend to maintain and further strengthen our position in the Measuring and Cutting
Tools industry and to expand our business by implementing the following business strategies:

Further strengthen our market position in the Measuring and Cutting Tools market

Given our competitive strengths in terms of our market position in the Measuring and
Cutting Tools market, and the background of our Controlling Shareholders as well as
various support of the Wenling City Government* ({38 i BUM), Taizhou Municipal
Government* (& M T BUM) and Wengiao Town People’s Government (Ui 8 A R IEUT), we
are well-positioned to further strengthen and enhance our market position in the Measuring
and Cutting Tools market as a whole. Moreover, we believe that a key to our continued
success is our capability to manage various functions and operations of our Trading Centre.
We are confident that we could replicate our success by capitalising our core competitive
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competencies when we from time to time consider acquisition, expansion opportunities to
further expand our market positioning coverage.

We are selective in considering expansion opportunities in order to further develop our
market presence. When evaluating such opportunities, we would consider the following
selection criteria: (a) proximity to our office and tenants; (b) existence of untapped
demand; and (c) availability of preferential governmental initiatives and rebates.

We are currently in the process of constructing and developing the Industrial Park
which will be located in Wenqiao Town Chenshan Village* (i I&8HER LI #]). Please refer to
the paragraph headed “Business — Our Business Expansion — Measuring and Cutting Tools
Industrial Park” in this section for further details. With such strategic acquisitions and
investments aforesaid, we believe it would allow us to scale up our operations and achieve
greater success in developing our business in the Measuring and Cutting Tools market.

We are also exploring potential opportunities to expand our business into new markets
in the PRC when and where necessary.

Further development of the Third Floor

We plan to utilise the exhibition hall on the Third Floor to provide the Products
Display Platform as well as the Product Testing Service Centre. Please refer to the
paragraph headed “Our Business — Layout of our Trading Centre — Third Floor” in this
section for further details regarding the layout plan of the Third Floor.

1. Refurbishment and renovation of the Third Floor

With respect to the refurbishment and renovation of the Third Floor, we will use our
banking facilities and/or internal resources to finance such refurbishment and renovation
apart from the proceeds from the Global Offering. The following table sets forth the
indicative timetable and particulars of the phases for such refurbishment and renovation:

Expected
Expected  commencement Expected total
Phases timeframe  date expenditure Details of the major works
(months) (RMB)
1. Pre-construction  Two 2019-2020 RMB2,442,000 Project management fees, design

and surveying fees

2. Construction Seven March 2021 RMB6,549,000 Commencement of the construction
and relevant refurbishment works

3. Equipment Two October 2021 RMB333,000 Purchasing relevant tools and
equipment
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Expected
Expected  commencement Expected total
Phases timeframe  date expenditure Details of the major works
(months) (RMB)
4. Setting up Three October 2021 RMB1,443,000 Installation of electrical power and

equipment as well as water
supply and drainage

5. Completion One December 2021 RMB333,000 Completion of the construction by

engaging external professional
parties to perform completion
inspection and acceptance of the
same  and  payment  of
miscellaneous fees

Total: RMB11,100,000

Note: As at 30 June 2020, approximately RMB2.0 million had been incurred for the further development
of the Third Floor.

Establishment of the Products Display Platform

We are minded to utilise the Third Floor to provide the area for the establishment of

the Measuring and Cutting Tools Products Display Platform. Set out below is how we

contemplate the Products Display Platform can (a) work along with the e-commerce trading

with respect to the trading of Measuring and Cutting Tools products; (b) facilitate the

learning of the latest development of the Measuring and Cutting Tools industry.

(a) E-commerce trading and Products Display Platform

(1)

(ii)

According to F&S, generally speaking, e-commerce platforms and the
Products Display Platform are targeting at two different categories of
customers. The former is targeting at the customers who use the B2C
e-commerce platform while the latter one who may use B2B e-commerce
platform but usually have large procurement volume of Measuring and
Cutting Tools products with high quality from reputable and reliable
manufacturers;

According to F&S, the customers in B2C e-commerce platform are retailers
and individual customers with a smaller amount of procurement in general,
and the B2C e-commerce platform is considered maturely developed as
payments through mobile device are commonly used by the customers in
China. On the other hand, corporate consumers with large procurement
volume who consider quality, stability and after-sale service of the products
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(iii)

from reputable and reliable manufacturers as their priority, generally need to
physically take a look at their desirous products or communicate with the
officers of the manufacturers in physical shops or through B2B e-commerce
platform; and

Therefore, we consider that the Products Display Platform may serve to
showcase and advertise the latest Measuring and Cutting Tools products of
high quality from the reputable and reliable manufacturers, for the corporate
consumers to consider and have sufficient information (including their
shape, dimensions, functions and specifications in details) of the desirous
Measuring and Cutting Tools products before making bulk purchases.

According to F&S, a Measuring and Cutting Tools trading centre which is

capable of providing a reputable professional e-commerce trading platforms with the

synergistic effect of the online and offline channels such as the Products Display

Platform in the industry will be more competitive than the others in the Measuring and

Cutting Tools market. As such, we consider that it is necessary to establish the

Products Display Platform in our Trading Centre to showcase and advertise the

modern products in the Measuring and Cutting Tools industry to the corporate

customers with large procurement volume.

(b) Facilitate the learning of the latest development of the Measuring and Cutting

Tools products through the Products Display Platform

(1)

(i1)

According to the F&S Report, considering the variety and fast replacement
rate of the Measuring and Cutting Tools products nowadays, manufacturers
are required to closely attend to downstream market changes and technology
upgrades. However, the ineffective information exchange and sharing hinder
manufacturers in the Measuring and Cutting Tools industry to promptly
respond to downstream market changes which currently exist in the
industry. The Products Display Platform aims to provide a more convenient
communication platform for interested parties to exchange the latest
information, technology and development of the Measuring and Cutting
Tools industry so as to reduce the ineffectiveness of information exchange
and sharing. For further details on how the Products Display Platform may
benefit both the Measuring and Cutting Tools downstream consumers as
well as the manufacturers, please refer to the section headed “Industry
Overview — Overview of Measuring and Cutting Tools in China — Market
Trends — Centralised Product Display Platform” in this prospectus.

We believe that the manufacturers will be able to better handle the technical
issues they may encounter in their business operations in the future through
understanding the latest products and technology in the Products Display
Platform. Following the Products Display Platform gaining industrial
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reputation gradually, it is expected that the regional competitiveness of the
Measuring and Cutting Tools industry in Wenling City, Zhejiang Province as
a whole is expected to be further strengthened.

(iii) Our Directors consider that according to the practice and trend in the
Measuring and Cutting Tools industry, attending relevant exhibitions or
promotional events is one of the major channels where the individuals and
corporations learn the latest development and update of the Measuring and
Cutting Tools market. Furthermore, given the wide variety of the Measuring
and Cutting Tools products, our Directors are also of the view that our
Trading Centre is in need of an area to demonstrate the Measuring and
Cutting Tools products to the customers of our Trading Centre.

(iv) In light of the above, we intend to establish the Products Display Platform
and expect that the Products Display Platform will be able to illustrate a
variety of the Measuring and Cutting Tools products available in our
Trading Centre more directly to our customers, as well as to enhance
customers’ experience and increase the publicity and reputation of our
Trading Centre. We plan to encourage our tenants to illustrate and showcase
and advertise the latest products of local, national and international brands
in the Measuring and Cutting Tools industry in the Products Display
Platform, which will allow our tenants, their customers and the stakeholders
to understand the recent and latest development of the Measuring and
Cutting Tools industry. Furthermore, we believe that the Products Display
Platform will introduce additional customer flow to our Trading Centre,
which will help increase the popularity and reputation of our Trading Centre
as well as strengthening our established position amongst the trading centres
in the Measuring and Cutting Tools industry.

We contemplate that the Products Display Platform will not have an adverse
impact to the Group’s rental income derived from leasing units on the First Floor and
the Second Floor because we intend that (a) only our tenants (including
manufacturers, suppliers, distributors and wholesalers of Measuring and Cutting Tools)
will be permitted to showcase and advertise the Measuring and Cutting Tools products
in the Products Display Platform; and (b) if there are buyers intending to purchase the
Measuring and Cutting Tools products showcased therein, they will have to purchase
through our tenants. We expect that fees for showcasing the Measuring and Cutting
Tools products in the Products Display Platform will become part of the revenue of
our Trading Centre.

In addition, we believe that the Products Display Platform serves as a strategic
venue not only to enable the visiting parties to exchange the latest information and
development of the Measuring and Cutting Tools industry with other attendees and our
tenants, but also a convenient location for them to interact and network with each
other.
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Apart from the proceeds from the Global Offering, we will use our banking
facilities and/or internal resources to finance the construction of the Products Display
Platform. The following table sets forth the indicative timetable and particulars of the
phases for the construction of the Products Display Platform:

Expected  Expected Expected total
Phases timeframe ~ commencement date expenditure  Details of the major works
(months) (RMB)
1. Construction Two January 2022 RMB918,000  Design and construction of
the Products Display
Platform
2. Equipment Two March 2022 RMB119,000  Purchasing equipment and
furnishings
3. Setting up Three March 2022 RMB344,000  Setting up and installation of
equipment
4. Completion and preparation ~ One June 2022 RMB119,000  Completion of the
of opening of the Products construction, acceptance of
Display Platform the same and payment of
miscellaneous fees.

Total: RMB1,700,000

3.  Establishment of the Product Testing Service Centre

According to the F&S Report, the variety of the Measuring and Cutting Tools products
are wide with uneven quality as at the Latest Practicable Date, no official and unified
industrial standard has been established in the PRC. From a long-term perspective, this may
not be conducive to the future development of the Measuring and Cutting Tools industry.
As such, we consider that both the consumers and manufacturers in the Measuring and
Cutting Tools industry demand the establishment of the Product Testing Service Centre. For
corporate consumers which require a higher standard on product quality and precision,
professional inspection conducted by accredited independent third parties will reduce the
additional costs that may be incurred on quality control and unnecessary time for obtaining
the high quality products. For manufacturers with advanced technology, professional
inspection conducted at the Product Testing Service Centre will provide credit endorsement
for the quality and precision of their products, thereby enhancing their competitiveness.

As advised by the PRC Legal Advisers, article 12 of the Product Quality Law

provides, inter alia, that a product shall undergo inspection until its quality passes the
standard. No sub-standard product shall be disguised itself as an up-to-standard one. In
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addition, article 27 of the same provides, inter alia, that the product shall possess a
certificate showing that the product has passed quality inspection. To the best of the
knowledge and belief of our Directors, our tenants will submit the Measuring and Cutting
Tools products for inspection and obtain the applicable compliance certificates before
selling them in our Trading Centre. We have received a certificate issued by Wenling City
Protection of Consumer Rights Committee* ({48 i 2 # W2 (R i 2 B &) certifying that
they have not received any complaints from the consumers of our tenants regarding the
sales conducted in our Trading Centre from 1 January 2017 to early January 2020.
However, our Trading Centre currently lacks the advanced techniques, facilities and
professionals to certify that the Measuring and Cutting Tools products are of higher quality
and standard or with accreditations, which may not be able to satisfy the consumers with
such requests. As such, our tenants currently may need to send the Measuring and Cutting
Tools products to the suitable testing centres which are located far away from our Trading
Centre or overseas, thereby causing certain inconvenience to the business operations of our
Trading Centre and our tenants. In order to further strengthen the established position of
our Trading Centre in the Measuring and Cutting Tools industry, we aim to improve the
standard and quality of the Measuring and Cutting Tools available in our Trading Centre as
well as in the Measuring and Cutting Tools industry overall. We contemplate to establish a
national-level Product Testing Service Centre for the Measuring and Cutting Tools sold by
our tenants and other Measuring and Cutting Tools manufacturers and build a professional
and comprehensive inspection platform where accreditations from both China National
Accreditation Service for Conformity Assessment* (PGS ERKRITZBE) and
China Metrology Accreditation* ({7t 58 #) qualifications may be obtained. We target
to develop the Product Testing Service Centre to provide a service platform for the
development of the Measuring and Cutting Tools industry and support for industrial
upgrade and advancement, and help solve quality-related issues of our tenants as well as
other Measuring and Cutting Tools manufacturers. We also expect that the product testing
fees will become part of the revenue of our Trading Centre.

Upon consultation with the PRC Legal Advisers, we shall comply with the following
laws and regulations of the PRC for operating the Product Testing Service Centre:

(a) article 19 of the Product Quality Law provides, inter alia, that institutions for
product quality inspection shall have the corresponding testing facilities and
capabilities, and shall conduct product quality testing only after the examination
and approval of the market regulatory authorities under the people’s governments
at and above the provincial level or of the organisations they have authorised;

(b) articles 8 and 9 of the Notice on “Measures for the Categorisation and
Supervision of Work Quality for Product Quality Inspection Institutions” (< i
B AR TR B S IE7L ) ) issued by the General Administration of
Quality Supervision, Inspection and Quarantine of the PRC* ([ % '& &= B B fai i
A J5) (the “General Administration”) provide, among other things, that the
institutions for product quality inspection shall pass the assessment under the
Rules for Categorisation and Assessment of Work Quality for Product Quality
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(©)

Inspection Institutions*® (/& i /& & A B e i TAF & & 0 BEEE A ) (the “Rules
for Categorisation and Assessment”) developed by the General Administration
and be categorised accordingly, before such institutions can commence the
quality inspection works based on the category that they belong to; and

article 21 of the Product Quality Law of the PRC provides, inter alia, that
institutions for product quality inspection shall, based on the relevant standards,
be objective and impartial in issuing the result of inspection or authentication
certificate. Such institution shall conduct follow-up inspection on the products
bearing the certification mark (F2#f%Est). In the event that the inspected
products do not meet the relevant standards, the institution shall demand
rectification. If the circumstances are serious, the products shall be disqualified

from using the certification mark.

In light of the above and as advised by the PRC Legal Advisers, we anticipate that the

Product Testing Service Centre shall possess the requisite inspection capability with

competent testing facilities, and pass the assessment under the Rules for Categorisation and

Assessment in order to commence operation.

It is expected that the Product Testing Service Centre will provide testing and

certification services. Further, we anticipate that the Product Testing Service Centre will

conduct follow-up inspection on the relevant products in accordance with the relevant laws

and regulations of the PRC abovementioned.

With the engagement of external professional parties to perform the testing and

inspection procedures, the Product Testing Service Centre is expected to provide the

following major testing platforms:

(a)

(b)

(c)

(d)

(e

product geometry inspection platform - capable of testing the geometric
parameters of the Measuring and Cutting Tools;

raw material inspection platform — capable of inspecting the composition, purity,
microstructure and mechanical properties of high-speed steels* (/=%#), hard
alloys* (ME & %), cermet* ()& %) and superhard materials* (G fifl #1 %),

heat treatment quality inspection platform — capable of inspecting the hardness
and phase structure* (fH#5H%) after heat treatment and conducting failure
analysis;

coating quality inspection platform — capable of inspecting the composition,
thickness, bonding force and frictional wear and tear* (BE{£JiE1H) of the coating;

and

cutting test platform — capable of inspecting the precision and service life of the
Measuring and Cutting Tools.
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Apart from the proceeds from the Global Offering, we will use our banking facilities
and/or internal resources to finance the construction of the Product Testing Service Centre.
The following table sets forth the indicative timetable and particulars of the phases for the
construction of the Product Testing Service Centre:

Expected  Expected Expected total
Phases timeframe ~ commencement date expenditure Details of the major works
(months) (RMB)
1. Construction Three January 2022 RMBI1,760,000 Design and construction of the
Product Testing Service Centre
2, Equipment Three March 2022 RMB680,000  Renovation, decoration and
purchasing relevant equipment
3, Setting up Three March 2022 RMB1,280,000 Renovation, decoration and
installation of necessary
equipment
4, Completion and One June 2022 RMB280,000  Completion of the construction,
preparation of acceptance of the same and
opening of the payment of miscellaneous fees
Product Testing
Service Centre

Total: RMB4,000,000

Transforming into the internet-enabled trading centre

We intend to gradually transform into an internet-enabled trading centre in order to
help our tenants improve their core business capabilities through internet technology. One
of the initial internet-enabled facilities that we are minded to offer include an online
trading platform.

The main goals of the implementation of an online trading platform are to (a) through
our designated e-commerce website, effectively promote the Measuring and Cutting Tools
offered by our tenants online; and (b) allow the customers of our tenants to directly and
conveniently purchase the desired Measuring and Cutting Tools through the designated
e-commerce website of our Trading Centre.

This designated e-commerce website of our Trading Centre is expected to have the
following essential functions: (a) customer referral system, that the tenant can refer a
customer to another tenant of our Trading Centre where the desired Measuring and Cutting
Tools product is available; (b) marketing promotion (e.g. offering discount coupons and
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cash rebate when purchasing online by the customer); and (c) data analysis (e.g. website
traffic analysis and customers behaviour analysis).

Our Directors are of the view that the online trading platform can help our tenants
effectively market and sell their Measuring and Cutting Tools products online, and thus
worldwide. We believe that it can also serve to enhance the brand image and popularity of
our Trading Centre in the Measuring and Cutting Tools industry. While we do not expect
that there will be any material change in the business model and revenue stream of our
Trading Centre upon the transformation, we believe that the online trading platform can
eventually improve the business capabilities of our tenants through potentially increasing
the overall turnover and sale volume of the Measuring and Cutting Tool products in our
Trading Centre.

We will use our banking facilities and/or internal resources to finance the
transformation of our Trading Centre to an internet-enabled one. The following table sets
forth the indicative timetable and particulars of the phases for such transformation:

Expected  Expected Expected total Details of
Phases timeframe  commencement date expenditure the major works
(months) (RMB)
. Development of a Six March 2021 RMBI1,800,000 Developing a marketing system
marketing system including setting up a designated

e-commerce website which serves
multiple functions such as (a) data
analysis system; (b) customers
referral system; and (c) marketing

promotion.
2, Development of a Four September 2021 RMB1,200,000  Establishing the Measuring and
supply chain Cutting Tools supply chain system
system that can systematically arrange

and separate different Measuring
and Cutting Tools suppliers
according to their type, in order to
provide product and tenant
recommendations and manage the
relevant purchase orders when the
customers search for and purchase
the specific Measuring and Cutting
Tools products in the system.
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Expected  Expected Expected total Details of
Phases timeframe ~ commencement date expenditure the major works
(months) (RMB)
3 Development of a Six January 2021 RMB1,800,000 Instituting the Measuring and
trading platform Cutting  Tools online trading
system website which serves to provide a

platform for our tenants and their
customers to sell and purchase the
Measuring and  Cutting  Tools
products online.

Total: RMB4,800,000

Further strengthening our brand recognition

We will continue to enhance our brand recognition through active and targeted
promotions. Such marketing activities may involve a combination of leveraging the
government initiative events and those that we develop in-house with the objective of
consolidating our tenant bases and attracting new tenants.

We will continue to develop marketing initiatives in promoting and increasing our
brand awareness, which may include event sponsorship, loyalty programmes, media
advertising, industry exhibitions, e-commerce initiatives and other promotional activities.
The ability to maintain the image of our brand in line with the Measuring and Cutting
Tools market in China is and will continue to be a key factor in enhancing our brand
recognition.

Development of the Measuring and Cutting Tools Industrial Park
We have commenced the construction and development of the Industrial Park as part
of our business expansion plan. Please refer to the paragraph headed “Our Business

Expansion — Measuring and Cutting Tools Industrial Park” in this section for further
details.
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OUR BUSINESS
Measuring and Cutting Tools

According to the F&S Report, the Measuring and Cutting Tools refer to those tools or
products which are always used in the machine manufacturing process. They mainly include
measuring tools, cutting tools and other tools. Our tenants offer both domestic and international
brands of Measuring and Cutting Tools. Set out below is a diagram summarising the major

0o
Measuring and Cutting _
Tools
Tools
o

Other Accessory
Tools

categories of Measuring and Cutting Tools:

As a general description, measuring tools are used to measure the size, angle and shape of
machine parts, cutting tools refer to the tools that are used to incise and process, and other tools
refer to the appliances that are used as auxiliaries for measuring and cutting in manufacturing.
For further details, please refer to the section headed “Industry Overview — Introduction of
Measuring and Cutting Tools in China — Classification of Measuring and Cutting Tools” in this
prospectus.

~ 149 -



BUSINESS

Development of our Trading Centre

]

W

L s e e e

We own, operate and manage our Trading Centre located in Qianyangxia Village, Wenqiao
Town, Wenling City, Zhejiang Province, the PRC* (H B ¥ VL% {48 17 i UG SELATVE T AT) since
2009 named as China Zhejiang Measuring and Cutting Tools Trading Centre* (H [ #7 {1 T. & 7JJ
B2 Gy i),

At present, our Trading Centre is a four-storey commercial complex with basement with a
total GFA of approximately 74,204.7 sq.m., of which a total GFA of approximately 71,817.5
sq.m. is held for investment purpose and a total of GFA of approximately 2,387.2 sq.m. is held
for our own use. We lease the units in the First and the Second Floors to corporations and
individuals selling Measuring and Cutting Tools. We designate part of the Third Floor as the
Electronic Business Park to lease to the Measuring and Cutting Tools e-commerce business
operators. We use the Fourth Floor as our office and the basement as the car park.

According to the Property Valuer, the market value of our Trading Centre held for
investment purpose was RMB850.0 million as at 31 October 2020.
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Transportation Network

Below is a map that sets out the location of our Trading Centre and the surrounding

transportation network in Wenling City:

ai * "‘ utd
o \
\x N/
e S <
= I
\ ) AN g
| INER Lae* W
R » RN %
"l v
Lmz o PR
....... ob YO8
r | =S
| ZHe I ME WB &
\ 4
U e = ;.
: ‘\‘ W& " g < Bkl
8%t e a
| ERTHR AR
¥ TH Tk M
2%
2
) > 4 RS
5 B 8
"t 5= o R
= pE

- 151 -

"L
A0
o 2 A
b
ey
&
Y 4
& 22
=
B x
S
anH
]
ARUENSRE



BUSINESS

I R N
(51} \ . % R 5225
- \ D ERLE L 3 e
\ ® ahimin,
MM W
k&?smma \
m L (G4 L 1] "
7’ ’ S \ ;
) ,&‘3) \ D BENESLE
+ RALE
S i @,
a 4 9" ) ,M'}m“ 8% ~
X 2 ¥ p ’ -
W 7 40 y
4 N ol T
/ .
. BXHIIA %) IDRAE-A
AR / WIKA o :
/ MRS ]
. KI5 ;
r'— "= "= "n/ 2 it =
o 2) BHKERE
| Rphte DRALE
7 - :
- \
~ ) W il
LLL I wnda
~ ) MOLE Ll
s BB
€D Rzy ($324]
IR# s ans
A

Our Trading Centre conveniently situates in Wenling Industrial Park District, Wenqiao
Town, Wenling City* (4817 R IG 8 (R 48 = 2£ @ 7)), a strategic location that is close to the
major roads of Wenling City such as Jiulong Main Road* (JLEEK#E), 104 Guo Dao Xian* (104
BliE #%) and Yong Tai Wen Highway* (H & m A #). It is only 25 kilometres away from
Taizhou Lugiao Airport* (£ M &G #55) in which direct flights to and from major cities of the
PRC such as Shanghai, Guangzhou and Beijing are available, and 13 kilometres away from
Wenling Railway Station* (Y48 K HiJifi). We are of the view that our Company benefits from the
advantageous location where our Trading Centre locates as the current or potential customers
can easily access to our Trading Centre by air, train and drive.

Supports by the government

We have received supports from the Wenling Government. In accordance with the official
people’s government document of Wenling City titled “Opinions on the support to the
development of Zhejiang trading centre for Measuring and Cutting Tools provided by Wenling
Government* ({48 A REBUNF B AP LRIV B 5 .08 R INAE T2 R)” (Wen Zheng
Fa [2009] 159 Hao* (IREL#E[2009] 159%%)), we benefited from the following:

1.  our Trading Centre was confirmed to be an important corporation in the tertiary sector

that has been the primary focus of Wenling City. There was preferential policy with
respect to use of land and tax, under which government subsidy was granted to us;
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2. the Wenling Government had proactively supported and directed the establishment of
our Group companies and such establishment was led and prepared by the Industry
and Commerce Bureau* (L&) of Wenling City;

3. the Wenling Government concurred that a testing centre should be constructed in our
Trading Centre, aiming to provide quality control for the Measuring and Cutting Tools
manufactured and available for sale in Wenling City; and

4. the Wenling Government actively supported our Trading Centre and our tenants to do
brand building:

(a) when our Trading Centre or our tenants registered a trademark, the Wenling
Government would provide a one-time subsidy in the amount of RMB1,000;

(b) when a famous trademark* (3 % if%) of Taizhou city, a famous trademark of
Zhejiang Province or a well-known trademark* (5144 B %) of China was created,
the Wenling Government would give a one-time award in the amount
RMB50,000, RMB100,000 and RMB500,000, respectively; and

(c) when a famous brand at Taizhou city level, province level or national level* (&
N A ~ BRI KA 4 8) was created, the Wenling Government would give a
one-time award in the amount of RMB20,000, RMB50,000 and RMB300,000,
respectively.

Historically, between 2009 and 2013 we received several government subsidies and the land
use rights and property tax rebate with reference to the above policy.

In addition, during the Track Record Period, we received government grants of RMBO0.5
million as reward for the growth of tax paid on 30 October 2019, RMBO0.5 million in relation to
quality merit for the year ended 31 December 2018 and RMBO0.5 million in relation to
e-commerce incentive for the year ended 31 December 2017, respectively.

Significant outperformance of our Trading Centre vis-a-vis the other trading centres in the
Measuring and Cutting Tools industry

We consider that the significant outperformance of our Trading Centre vis-a-vis Trading
Centre D and Trading Centre E is primarily due to the fact that our Trading Centre has the (a)
first mover advantage; and (b) production concentration advantage. According to F&S,

(1) the first mover advantage refers to the advantages including customer accumulation
advantage, brand effect and rich experience, which usually gained by the founder or
first operator of trading centres which mainly involves trading of revolutionary
products such as Measuring and Cutting Tools, comparing with other subsequent
trading centres; and
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(2) production concentration advantage refers to the advantages including the sufficient

supply of large amount of products and variety of products in a short time, and

number of potential tenants.

Set out below is the analysis of (a) the first mover advantage; and (b) the production

concentration advantage between our Trading Centre, Trading Centre D and Trading Centre E:

First mover advantage

Our Trading Centre

(1)

Trading Centre D

Our Trading Centre was  Trading Centre D was
established in 2011 which is

2 years later than our

officially launched in
2009.

Trading Centre and therefore
Our Group is the first does not have the first
trading centre mover advantage.
specialising in
Measuring and Cutting
Tools among the
trading centres in China
and has the first mover

advantage.

In addition, the long
operation history has
demonstrated the
sustainability of our
Group and Trading
Centre.
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Trading Centre E

Trading Centre E was
established in 2016 which is
7 years later than our
Trading Centre and therefore
does not have the first
mover advantage.
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Production
concentration
advantage

Our Trading Centre

(1)

Approximately 36.4%
of the total production
volume of Measuring
and Cutting Tools in
China are attributed to
the manufacturers in
Zhejiang Province, of
which approximately
85.2% were produced
in Wenling City in
2019;

in addition, our Trading
Centre sells
comprehensive
Measuring and Cutting

Tools such as cemented
carbide (HE5%),
high-speed steel (R
@), ceramic(H %)
cutting tools, etc and
offers close to 13,000
types of Measuring and
Cutting Tools in 2019
which ranked first in
terms of type of
products among the
Measuring and Cutting
Tools trading centres in
the PRC; and

therefore, such wide
range of types of
Measuring and Cutting
Tools enable the our
Trading Centre to
attract customers.
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Trading Centre D

(1)

The companies in Yiwu
City are usually
engaged in trading and
it does not have the
production
concentration advantage
with respect to
Measuring and Cutting
Tools;

Trading Centre D may
not be able to provide
such wide range types
of Measuring and
Cutting Tools when
compared with our
Group; and

there were only 4,898
types of Measuring and
Cutting Tools trading in
Trading Centre D in
2018.

Trading Centre E

(1)

Approximately only
8.6% of the total
production volume of
Measuring and Cutting
Tools in China are
attributed to the
manufacturers in
Jiangsu Province in
2019;

in addition, the
manufacturers in
Jiangsu Province
mainly produce
cemented carbide (FHE
A7) cutting tools
which resulted in
relatively limited types
of Measuring and
Cutting Tools offered in
Trading Centre E when
compared with our
Trading Centre; and

there were only 763
types of Measuring and
Cutting Tools trading in
Trading Centre E in
2019.



BUSINESS

Further, according to F&S, Trading Centres B and C are mainly engaged in hardware

industry and Measuring and Cutting Tools is only part of their business. In order to compare

with our Trading Centre in the same dimension, only Measuring and Cutting Tools related data

of Trading Centre B and C were disclosed. For further relevant details of Trading Centre B,

Trading Centre C, Trading Centre D and Trading Centre E, please refer to the section headed

“Industry Overview — Competitive Landscape of Measuring and Cutting Tools Trading Centre

Market — Ranking and Market Concentration” in this prospectus.

In addition, we are of the view that that the significant outperformance of our Trading

Centre can also be attributed to our competitive strengths in the Measuring and Cutting Tools

industry in China, a summary of which is provided as follows:

(D

(2)

(3)

(4)

(5)

(6)

(7)

established position of our Trading Centre in the PRC in terms of revenue and total
sales revenue of trading Measures and Cutting Tools to capitalise on the Measuring
and Cutting Tools market in China;

strong position to capture the growth potential of the Measuring and Cutting Tools
market in China — there are close to 1,400 manufacturers in the Measuring and Cutting
Tools market in Zhejiang Province and a number of them are renting a place in and
relying on our Trading Centre to develop and expand their businesses;

distinctive Controlling Shareholder and government support — Market Group is a
well-established and sizable state-owned enterprise in Wenling City, and Wenqiao
Town People’s Government is also one of our Controlling Shareholders by way of
Concert Party Agreements. There was preferential policy under which government
subsidy was granted to our Group;

awards and accreditation consolidating our brand equity — our Group have received
numerous awards in recognition of its high-quality developments and superior
management;

stable tenant base allowing stable and recurring revenue source for our Trading Centre
— our Trading Centre has achieved stable and high average occupancy rates
guaranteeing stable revenue income;

our experienced management team — our management team has extensive experience
in a broad range of functions and efficient execution capability; and

diverse Measuring and Cutting Tools products offerings by our Trading Centre
extensively distributed regionally and nationally in the PRC — our Trading is able to
offer close to 13,000 types of Measuring and Cutting Tools from more than 500
different international and domestic brands, ranking the top among the Measuring and
Cutting Tools trading centres in the PRC, and the products from our Trading Centre
are effectively and extensively distributed through Wenling Business League.
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Please refer to the paragraph headed “Competitive Strengths” in this section for further
details.

Layout of our Trading Centre

First Floor
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For the purposes of effective administration and better management of our Trading Centre,
we divide the floors into a number of zones. Zone A, Zone B, Zone C and Zone D are on the
First Floor, while Zone E, Zone F and Zone G are on the Second Floor.

Set out below shows the number and size of the units in each zone as at 30 June 2020:

First Floor

Approximate

Number of size of each

Zone LFA (sq.m.) units unit (sq.m.)

Zone A 1,805.1 92 19.6

Zone B 1,920.4 107 17.9

Zone C 2,025.6 112 18.1

Zone D 1,800.2 94 19.2
Total 7,551.3 405

Second Floor

Approximate

Number of size of each

Zone LFA (sq.m.) units unit (sq.m.)

Zone E 1,590.5 70 22.72

Zone F 1,764.5 89 19.8

Zone G 4,358.0 38 114.7

Total 7,713.0 197

As the industry of Measuring and Cutting Tools is a relatively specialised industry,
each of our tenants usually provide a comprehensive range of different types of Measuring
and Cutting Tools to their customers. Generally speaking, the size of each unit on the First
Floor and the Second Floor is approximately the same except for Zone G, in which we have
relatively large corporate tenants who rent larger units.
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Third Floor

Jﬁ/IIEJ]E- EJEIJ:L,\ZFE.
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The Third Floor mainly consists of the Electronic Business Park, a business centre and
an exhibition hall.

The grand opening of the Electronic Business Park on the Third Floor took place in
August 2016. Its main purpose is to provide an open, low-cost and convenient trading
platform for the e-commerce business operators in the Measuring and Cutting Tools
industry. As at 30 June 2020, we have 70 tenants renting 114 units on the Third Floor,
taking up LFA of approximately 3,300 sq.m. and have successfully attracted certain
remarkable Measuring and Cutting Tools e-commerce business operators, one of which was
Tools Union* (JJEI M), which was chosen by Wenling Bureau of Commerce* (48 P %5
J&)) as the e-commerce model enterprise* (7 T F B/~ #i{>2£) in 2016.

The business centre on the Third Floor, occupying LFA of approximately 519 sq.m.
serves not only to provide support service such as photocopying service to facilitate our
tenants to do business discussions, but also an entertaining area for social networking. In
addition, we tend to utilise the exhibition hall, the LFA of which is approximately 8,740
sq.m., to provide the Products Display Platform and the Product Testing Service Centre.
Please refer to the paragraph headed “Business Strategies — Further development of the
Third Floor” in this section for further details.

Fourth Floor
The Fourth Floor is where our office locates. There are a number of offices on the

Fourth Floor including the office of the chairman of our Board, the office of general
manager and secretary and the finance department. The members of our senior management
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as well as supporting staff work together to ensure that our Trading Centre operates
smoothly on a daily basis and provide imminent support and customer service to our
tenants and their customers.

Basement

The basement of our Trading Centre, with the LFA of approximately 6,383.7 sq.m.,
mainly serves as a car park of our Trading Centre. As at 30 June 2020, we have 242 car
parking spaces available.

The table below provides a summary of the number of tenants as well as the rental
income generated by different floors (excluding the Fourth Floor) and the basement of our
Trading Centre as at/for the years ended 31 December 2017, 2018 and 2019 and for the six
months ended 30 June 2019 and 30 June 2020:

As at/for the As at/for the
As at/for the year ended 31 December six months ended  six months ended
2017 2018 2019 30 June 2019 30 June 2020
Rental Rental Rental Rental Rental

No.of income  No.of income  No.of income  No.of income  No.of income
tenants generated temants generated  temants generated  temants generated  temants generated

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
First Floor " 354 33,553 360 35,654 35T 36,467 359 18,243 357 14488
Second Floor " 167 1315 183 8,455 184 8,028 183 4319 184 3,467
Third Floor 09 703 09 704 09 736 09 368 70 398
Basement - 1,142 - 1,094 - 1,094 - 47 - 547
Total: 590 42,713 612 45907 610 46,925 011 23477 611 18,900

The rental income generated was decreased by approximately 19.5% from RMB23.5
million for the six months ended 30 June 2019 to RMB18.9 million for the six months
ended 30 June 2020 mainly because of the one-off 35-day rental refund of approximately
RMB4.5 million due to the Epidemic.

Note:

(1)  The rental income generated from the First Floor was more than the same from the Second Floor
primarily because the First Floor has a higher customer flow, giving it overall a more prime location
than the Second Floor. Therefore, the minimum bidding amount to rent a unit on the First Floor is
higher than that on the Second Floor. Please refer to the paragraph headed “Our Business — Our
business model — Workflow of our property leasing business — (1) tenant selection — public tender”
in this section for further details.
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Value added services

We also complement our Trading Centre by facilitating and making available to our
tenants and their customers a full range of value added services including provision of
venues for conference, business and commercial centre, supermarket, car park, banking and
advertising services as well as food and beverage services. Except for the complementary
conference venue, we entered into separate rental agreements with each of the providers or
users of the value added services (as the case may be). Set out below is the pricing policy
for each of the value added services:

Parties to the

Value added services rental agreement Pricing policy
Business and commercial User of the business and  Public tender
centre commercial centre
Supermarket Operator of the Public tender
supermarket
Parking spaces in the car User of the parking In the range of RMB13.0
park spaces per sq.m. to RMB16.0

per sq.m. in general
during the Track Record
Period

Banking service Banks Commercial negotiations
with the banks
considering factors such
as the location and size
of the area to be rented

Advertising service Interested tenants Commercial negotiations
with the interested
tenants considering
factors such as the
location and size of the
advertisement

Food and beverages Restaurant Public tender
service

- 161 -



BUSINESS

OUR BUSINESS MODEL
Our Trading Centre

We lease the units in our Trading Centre to corporations and individuals, essentially for
product displaying and trading purposes, such that it primarily targets to provide units for use as
shops for the tenants to display, trade and promote their Measuring and Cutting Tools products
to their downstream customers. We also provide property management service to our tenants
through subcontracting and car parking service to them. In addition, support services, namely the
Index and the Measuring and Cutting Tools Financing Service, are also provided to our tenants.

Tenant profile

Our Trading Centre had 611 tenants as at 30 June 2020. Our tenants include an array of
manufacturers and suppliers of Measuring and Cutting Tools, distributors of domestically and
internationally renowned brands for Measuring and Cutting Tools as well as wholesaler, seeking
to display, trade and promote their products in our Trading Centre. Our tenants include both
domestic companies with (a) long-term experience in the PRC’s Measuring and Cutting Tools
market, as well as (b) new market entrants seeking to gain a share in the Measuring and Cutting
Tools market.
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Rental rate

The following table sets forth the information regarding the average monthly effective rent
per sq.m. for the leased area in our Trading Centre for the Track Record Period.

For the six

months

For the year ended 31 December ended
30 June

2017 2018 2019 2020
Average Average Average Average

Monthly Monthly Monthly Monthly
Effective Effective Effective Effective
Rent™ Rent™ Rent™ RentV®
(in RMB per sq.m.)

First Floor 410.6 412.6 414.0 339.8
Second Floor 117.3 121.4 120.5 96.8
Third Floor 28.7 28.7 28.4 23.6
Basement 14.4 14.4 14.3 14.3
Notes:

(1)  Average monthly effective rent is calculated by total rental income dividend by the weighted average
leased LFA during the periods indicated.

(2)  Excluding the 35-day rental refund to our tenants due to the Epidemic, the average monthly effective rent
per sq.m. of the First Floor, the Second Floor, the Third Floor and the basement for the six months ended
30 June 2020 were approximately RMB413.1, RMB120.5, RMB28.0 and RMB14.3, respectively.

First Floor

The average monthly effective rent per sq.m. remained relatively stable at approximately
RMB410.6, RMB412.6 and RMB414.0 for the years ended 31 December 2017, 2018 and 2019,
respectively. The average monthly effective rent per sq.m. decreased by approximately 17.9%
from approximately RMB414.0 for the year ended 31 December 2019 to approximately
RMB339.8 for the six months ended 30 June 2020 as we offered a 35-day rental refund to our
tenants due to the Epidemic.

Second Floor

The average monthly effective rent per sq.m. remained relatively stable at approximately
RMB117.3, RMB121.4 and RMB120.5 for the years ended 31 December 2017, 2018 and 2019,
respectively. The average monthly effective rent per sq.m. decreased by approximately 19.7%
from approximately RMB120.5 for the year ended 31 December 2019 to approximately
RMB96.8 for the six months ended 30 June 2020 as we offered a 35-day rental refund to our
tenants due to the Epidemic.
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Third Floor

The average monthly effective rent per sq.m. remained relatively stable at approximately
RMB28.7, RMB28.7 and RMB28.4 for the years ended 31 December 2017, 2018 and 2019,
respectively. The average monthly effective rent per sq.m. decreased by approximately 16.9%
from approximately RMB28.4 for the year ended 31 December 2019 to approximately RMB23.6
for the six months ended 30 June 2020 as we offered a 35-day rental refund to our tenants due to
the Epidemic.

Basement

The average monthly effective rent per sq.m. remained relatively stable at approximately
RMB14.4, RMB14.4, RMB14.3 and RMB14.3 for the years ended 31 December 2017, 2018 and
2019, and the six months ended 30 June 2020 respectively.

For further details of the 35-day rental refund, please refer to the section headed “Summary
and Highlights — Outbreak of Respiratory Disease Caused By COVID-19 — Impact on our
Group’s financial performance” and “Risk Factors — Risks Relating To Our Business - We may
be required to refund the relevant rental income that we have received, and our tenants may
prematurely terminate the tenancy agreements before expiry” in this prospectus.

Delinquency rate

In accordance with the tenancy agreement with our tenants, we in general demand full-year
payment of rent prior to the commencement of the subsequent year. Therefore, we do not
experience any delinquency with respect to the rental income by our tenants.

Occupancy rate

The following table sets forth the information regarding the LFA of our Trading Centre and
the percentage of LFA leased to our tenants during the Track Record Period.

- 165 -



BUSINESS

As at 31 December As at 30 June
2017 2018 2019 2020

LFA LFA LFA LFA

LFA leased” LFA leased” LFA leased LFA®  leased

(sq.m. (%) (sqm) (%) (sqm) (%) (sqm) (%)

First Floor® 8,043.3 93.9 8,043.3 95.5 8,043.3 95.5 8,043.3 95.6

Second Floor® 7,665.5 89.9 7,713.0 100.0 7,713.0 99.8 7,713.0 100.0

Third Floor'® 2,559.0 100.0 2,559.0 100.0 2,559.0 100.0 3,819.0 100.0

Basement¥ 6,522.0 100.0 6,383.7 100.0 0,383.7 100.0 6,383.7 100.0
Total/Weighted

average 24,789.8 94.8 24,699.0 98.5 24,699.0 98.5 25,939.0 98.6

Notes:

(D

()

(3)

(4)

(5)

(6)

LFA leased is calculated as the percentage of LFA retained and leased to our tenants comparing to the LFA
for each of the periods.

The First Floor comprised (a) Zone A, Zone B, Zone C and Zone D with a total area of approximately
7,551.3 sq.m.; and (b) value added service including a restaurant, a supermarket and banking facilities
with a total area of approximately 492 sq.m.. Such areas are counted in our LFA.

The LFA of the Second Floor increased by approximately 0.6% from 7,665.5 sq.m. as at 31 December
2017 to 7,713.0 sq.m. as at 31 December 2018 primarily because of a slight rearrangement and
modification of the usable area in the Second Floor.

The LFA of the basement decreased by approximately 2.1% from approximately 6,522.0 sq.m. as at 31
December 2017 to 6,383.7 sq.m. as at 31 December 2018 primarily because of a slight rearrangement and
modification of the usable area in the basement.

The LFA leased on the First Floor, the Second Floor and the Third Floor as at 30 June 2020 were
approximately 7,686.2 sq.m., 7,695.0 sq.m. and 3,819 sq.m. respectively, with the total LFA leased of
approximately 19,200.2 sq.m..

There was a floor area of approximately 10,000 sq.m. on the Third Floor to be utilised. The LFA on the
Third Floor increased from 2,559.0 sq.m. as at 31 December 2019 to 3,819.0 sq.m. as at 30 June 2020 due
to conversion of 1,260 sq.m. from such area to LFA which has been successfully leased to a tenant.

As a result of the collective hard work of our effective leasing management team as well as

our renowned reputation as an established Measuring and Cutting Tools Trading Centre in terms

of revenue and the total sales revenue of trading Measuring and Cutting Tools by the tenants in

our Trading Centre in the PRC, we have been able to maintain stable and high average

occupancy rates of our Trading Centre during the Track Record Period.

- 166 —



BUSINESS

Workflow of our property leasing business

We lease the units in our Trading Centre primarily through public tender. Subsequently, in
the event that there are units still available for rent, we will enter into the tenancy agreements
with the approaching and interested tenants directly. With respect to the public tender, our
leasing management department is primarily responsible for (1) tenant selection — public tender;
(2) preparation of tenancy agreements; and (3) execution of tenancy agreements.

(1) Tenant selection — public tender

Our Group believes that marketing and imaging our Trading Centre as an established
Measuring and Cutting Tools trading centres in the PRC is crucial to the development of
our Trading Centre as well as our Group. An essential component of market positioning and
images involves, in our opinion, a good and diversified Measuring and Cutting Tools tenant
mix offered in our Trading Centre. We welcome different types of individuals and
corporations in the Measuring and Cutting Tools industry through public tender, whether
they are reputable corporations with many branches all over the PRC, or individuals or
niche companies which do not have long operating history, in order to create diversified
tenant mix in our Trading Centre.

Set out below is the principal terms in our previous public tender announcement that
we used for the tenant selection:

(a) target tenants — (i) for the First Floor and the Second Floor: any individuals or
corporations that are interested in selling Measuring and Cutting Tools; (ii) for
the Third Floor: e-commerce operators in the Measuring and Cutting Tools
industry;

(b) units available — units in the First Floor, the Second Floor and the Third Floor;

(c) method of tender — (i) for the First Floor and Second Floor: sealed-bidding. The
bidding amount corresponds to the priority of the unit selection by the successful
bidder. The higher the bidding amount offered by the successful bidder, the
earlier such bidder to choose the unit; (ii) for the Third Floor: casting lots. Each
of the individual or corporation who already paid the deposit took a piece of
paper with number from a covered container. The larger the number taken, the
earlier that such individual or corporation to choose the unit;
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(d) minimum bidding amount — (i) for the First Floor: RMB4,000 per month per unit
for tenancy agreements with term of five years and RMB2,833.3 per month per
unit for tenancy agreements with term of 20 years for the units in Zones A, B, C,
and D; (ii) for the Second Floor: RMB2,000 per month per unit for tenancy
agreements with term of five years for the units in Zones E and F, and no
minimum bidding amount for tenancy agreements with terms of three years or six
years for the units in Zone G as the rent was fixed at RMB60 per month per
sq.m.; (iii) for the Third Floor: no minimum bidding amount as the rent was
fixed at RMB30 per month per sq.m. for the units in Zone H;

(e) payment method: (i) for the First Floor: immediate payment of the first year rent
upon successful bidding. After the first year, payment of the rent for the whole
year before the commencement of the subsequent year; (ii) for the Second Floor:
immediate payment of the amount of RMB30,000, RMB10,000 of which will be
the deposit and the remaining RMB20,000 will be used for the payment of rent.
After that, payment of the rent for the whole year before the commencement of
the subsequent year; (iii) for the Third Floor: immediate payment of the first year
rent upon successful bidding. After that, payment of the rent for the whole year
before the commencement of that year; and

(f) deposit: (i) in general, for the First Floor and Second Floor: RMB10,000; (ii) for
the Third Floor: RMBS5,000.

(2) Preparation of tenancy agreements

Our tenants on the First Floor have entered into the tenancy agreements with us with
terms ranging from four to six years and 20 years, while the tenancy agreements entered
into with the tenants on the Second Floor have terms ranging from three to six years. When
determining the term of the tenancy, our Directors had considered a number of factors
including: (a) the type and size of the potential tenants; and (b) the benefits of having both
short-term and long-term rental income. The tenancy agreements with shorter terms ranging
from four to six years were targeted at smaller size tenants, which they would consider as
flexible not having the comparatively prolonged rental payment obligation; whereas the
tenancy agreements with a longer term of 20 years were targeted at larger size or reputable
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tenants, which our Trading Centre would have a stable and steady rental income from them.
For our tenants on the Third Floor, their tenancy agreement has a term for five years. The
key terms of our tenancy agreements are substantially the same and typically include the
following:

(a) particulars — including the identity and the LFA of the units to be leased to our
tenants, the amount of rent and the business scope for our tenants.

(b) fee — our tenant is responsible for paying the rent on a yearly basis. Please refer
to the paragraph headed “Our business — Our business model — Workflow of our
property leasing business — (1) Tenant selection — public tender” in this section
for details of determination of the amount of rent.

(c) advertisement fee — our tenants shall advertise our Trading Centre in order to
increase the popularity of the same. In addition, upon our approval, our tenants
can advertise their merchandise at the designated pillars and walls of our Trading
Centre. Supplemental agreements with respect to such advertisement and the
advertising fee will be entered into between our Trading Centre and the tenants.
All the relevant fees shall be borne by our tenants.

(d) term — our standard tenancy agreement has a fixed term ranging from four to six
years and 20 years.

(e) termination — the termination clause generally entitles either party to terminate
the tenancy agreement upon the other party’s material breach of the same,
including but not limited to the following: (i) the failure of our tenants to pay the
rental fee on time; (ii) our tenants carrying out unlawful business activities and
their business licenses are revoked as a result thereof; and (iii) our inability to
provide the agreed units of our Trading Centre to our tenants in accordance with
the relevant tenancy agreement.
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Lease expirations

As at the Latest Practicable Date, the following table sets forth the information
with respect to lease expirations of our Trading Centre tenants that are scheduled to
take place during the calendar years indicated.

Number of Percentage of

Calendar Year Leases” LFA leased® Leased Area

(in sq.m.) (%)

20219 71 2,090.0 10.7

2022 2 669.0 3.4

2023 1 40.0 0.2

2024 2 284.0 1.5

2025 (and afterwards)™ 596 16,464.6 84.2

Total® 672 19,547.6 100.0
Notes:

(1)  Assuming that new leases are not entered into upon expiration of the leases.

(2)  The LFA leased included the LFA leased on the First Floor, the Second Floor and the Third
Floor only, excluding the basement of our Trading Centre.

(3)  With effect from 3 August 2020, a unit in Zone H which were initially leased to an existing
tenant together with other units has been transferred and leased to a new tenant.

(4) Inclusive of the existing and newly signed leases composed of (i) the leases as a result of
Public Tender (503 leases); (ii) the leases as a result of the renewal of the units in Zone G on
the Second Floor (37 leases); (iii) the leases with a term of 20 years (54 leases); (iv) the lease
renewed with respect to a unit for logistics purpose near Zone A on the First Floor (one
lease); and (v) the lease in relation to the unit as a result of the conversion of an unutilised
floor area on the Third Floor to LFA as disclosed in the paragraph headed “Our Business
Model — Occupancy rate — Note (6)” in this section (one lease) during and subsequent to the
Track Record Period.

(5) The LFA leased has increased from approximately 19,200.2 sq.m. as at 30 June 2020 to
approximately 19,547.6 sq.m. as at the Latest Practicable Date as 19 units on the First Floor
that were not leased to any tenants before the 2020 Public Tender has been successfully leased
out during the 2020 Public Tender.
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(3) Execution of tenancy agreements

For the successful bidders, they need to pay the fee equivalent to the sum of full-year

rent, the property management service fee and the air-conditioning fee to us immediately.

After that, we will arrange them to select the unit in our Trading Centre based on their

bidding amount. After payment and selection aforementioned, they will execute the relevant

tenancy agreements and other relevant documents.

As advised by the PRC legal advisers, during the Track Record Period and up to the
Latest Practicable Date, all of the tenancy agreements that we entered into with our tenants

were legally binding and enforceable.

Our pricing policy

With respect to rental fee, depending on the location of the units in our Trading

Centre, we charge them based on the successful bidding amount that they offered

during the relevant public tender as well as based on fixed rental rates. Please refer to

the paragraph headed “Our Business — Our business model — Workflow of our property

leasing business — (1) Tenant selection — public tender” in this section for the details

of the relevant public tender, the bidding amount and the fixed rental rates.

We strategically determine the rental rates of different units in our Trading

Centre by considering the following factors:

(1)

(i1)

(iii)

the minimum bidding amounts for tender for the units in Zones A, B, C and
D on the First Floor are the highest among all floors primarily because the
First Floor has a higher customer flow, giving it overall a more prime
location than other floors of our Trading Centre;

as the units in Zone G on the Second Floor are larger than other units in our
Trading Centre in order to cater for larger corporations, the relevant rental
rate is fixed at RMB60 per month per sq.m. with no upward rental
adjustment during renewal of the relevant tenancy agreements in November
2017 in order achieve 100% occupancy rate for this zone; and

as Zone H on the Third floor is designated as the Electronic Business Park
aiming to provide an open, lost-cost and convenient trading platform for
e-commerce business operators in the Measuring and Cutting Tools industry,
the rental rate is fixed at RMB30 per month per sq.m. to attract tenants.
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With respect to property management service fee, we charge them based on a
fixed ratio stipulated in the tenancy agreement that we entered into with such tenants
after their successful bidding. Please refer to the paragraph headed “Our Business —
Our business model — Workflow of our property leasing business — (2) Preparation of
tenancy agreements” in this section for further details.

We charge our tenants rental fee and property management service fee on a lump
sum basis pursuant to the relevant tenancy agreements. Any adjustment on the rental
fee and property management service fee will be determined based on our internal
assessment.

(4) 2020 Public Tender

As disclosed in the paragraph headed “Our Business Model — Workflow of our
property leasing business — (2) Preparation of tenancy agreements — Lease expirations” in
this section, initially 482 leases in respect of the First Floor and the Second Floor will be
expired in 2020, representing approximately 71.3% of the leased area and the annual rental
income attributable to such leases is approximately RMB41.3 million. In light of such
expiration, on 3 August 2020, we announced the commencement of the 2020 Public Tender
to invite bidding from potential tenants for renting the units on the First Floor and the
Second Floor (excluding the units in Zone G on the Second Floor). With respect to the
units in Zone G on the Second Floor, we have also successfully renewed all of the relevant
tenancy agreements.

Subsequent to the 2020 Public Tender and the renewal of the tenancy agreements with
respect to the units in Zone G, there will be no lease that will expire for the year ending 31
December 2020.

As the public tender we held in 2015 did not involve the units on the Third Floor, set
out below is a comparison of the principal terms in the 2020 Public Tender and the public
tender we held in 2015 with respect to the units on the First Floor and the Second Floor:

2020 Public Tender Public tender we held in 2015
Minimum (1) for the First Floor — (1) for the First Floor:
bidding RMB5,000 per month per RMB4,000 per month per
amount unit; unit; and
(i) for the Second Floor — (i) for the Second Floor:
RMB3,000 per month per RMB2,000 per month per
unit unit
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Term of the
tenancy
agreement

Payment method

2020 Public Tender Public tender we held in 2015

five years for the First Floor (i)
and the Second Floor

(ii)

for both of the First Floor and (1)
the Second Floor, immediate
payment of the first year
rent, property management
fee and air conditioning fee
upon successful bidding.
After the first year, payment
of the rent for the whole
year before the
commencement of the
subsequent year.

(it)

- 173 -

for the First Floor:
ranging from four to six
years; and

for the Second Floor:
ranging from three to six
years

for the First Floor:
immediate payment of the
first year rent, property
management fee and air
conditioning fee upon
successful bidding. After
the first year, payment of
the rent for the whole
year before the
commencement of the
subsequent year; and

for the Second Floor:
immediate payment of the
amount of RMB30,000,
RMB10,000 of which will
be the deposit and the
remaining RMB20,000
will be used for the
payment of rent, as well
as property management
fee and air conditioning
fee upon successful
bidding. After that,
payment of the rent for
the whole year before the
commencement of the
subsequent year
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SALES, MARKETING AND PROMOTION

We use promotion and brand building events from time to time not only to stimulate
consumption but also to increase the popularity of our Trading Centre and enhance our brand
name and market image. Our tenants can also advertise their products in the designated areas of
our Trading Centre at their own costs. We also stipulate in the tenancy agreement with our
tenants that they should promote our Trading Centre in order to increase the popularity and
attract more customers to visit the same.

Set out below is a summary of major marketing promotions that we are involved in or
conduct:

1. Exhibition - China Measuring and Cutting Tools Exhibition* ([ T.& 7] H J& % &)

Since 2006, the China Measuring and Cutting Tools Exhibition (the “Exhibition”) was
held each year on or around 28 September and we have been one of the sponsoring parties
of the Exhibition in recent years. The exhibiting area for the Exhibition held from 28 to 30
September 2017 was approximately 20,000 sq.m. presenting a wide range of products
including Measuring and Cutting Tools, the raw materials and packaging materials in the
Measuring and Cutting Tools industry as well as the related application tools such as lathes
and milling machines.

As one of the sponsoring parties that assisted in the Exhibition throughout, our
Directors are of the view that our Trading Centre has successfully gained positive publicity
as well as popularity in the Measuring and Cutting Tools market, reinforced our established
position in the Measuring and Cutting Tools industry as well as attracted more corporations
and procurers, local and international, to visit our Trading Centre after the Exhibition.

2.  Wechat public platform* ({5 FH) - China*Zhejiang Measuring and
Cutting Tools Trading Centre Wechat Public Platform* ("1 Bl«#i{L L& 7] % 5
LEF &)

We promote our Trading Centre through Wechat, a multi-purpose messaging, social
media and mobile payment application for smart phones that is popular among the citizens
in the PRC.
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Set out below is an indication of the layout of the China*Zhejiang Measuring and

Cutting Tools Trading Centre Wechat public platform:
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The main functions of ChinaeZhejiang Measuring and Cutting Tools Trading Centre

Wechat public platform are summarised as follow:

(a)

(b)

(©)

(d)

Shop search on the main page — the search function and the optimised search
results aim to provide convenience to our users and give them better user
experience;

“Like*” (#&4f) function and shop hot list* (FI&iz4 1) — “Like” our tenants
that the users appreciate. The number of “like” that each unit earns from our
Wechat followers is an important indicator for keyword search. The top 20
tenants with most “like” by our followers will be listed on the shop hot list, and
the top five tenants with the most “like” will be displayed at the front page of
our Wechat public platform;

Shop information — displaying the basic information of our tenants; and
Branding categories — categorising different brands of Measuring and Cutting

Tools geographically, such as from United States of America, Japan, Korea,
China and so on.

3. Shops register* (/)7 i)

We publish a shops register* (P /7 %) each year since 2011. It contains the essential
information of our Trading Centre including but not limited to an introduction of our

Trading Centre, the floors and layout information of our tenants such as name, contact

methods, location etc. as well as advertisement of the products that they offer.
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Our shops register was first issued during the sixth Exhibition in September 2011 as
an official gift from our Company, and we issued approximately 50,000 copies to the
participants of the Exhibition and other strategic cooperative institutions. It serves as an
important platform for our tenants to display their image and showcase their products as
well as to communicate and interact with each other.

OUR CUSTOMERS

During the Track Record Period, our Group’s customers were our tenants, who are
manufacturers, suppliers, distributors as well as wholesalers of Measuring and Cutting Tools.
The top five customers of our Trading Centre accounted for approximately 3.2%, 3.1%, 2.7%
and 2.9% of our Group’s total revenue, respectively, for the years ended 31 December 2017,
2018 and 2019 and the six months ended 30 June 2020, respectively. Please refer to the
paragraph headed “Our Business Model — Tenant profile” in this section for further details.

To the best of our Directors’ knowledge, having made reasonable enquiries, none of our
Directors, their respective close associates or any Shareholders holding more than 5% of our
issued share capital has had any interest in our five largest customers, or subcontractors for the
years ended 31 December 2017, 2018 and 2019 and as at the Latest Practicable Date.

OUR SUPPLIER
Due to the nature of our business, we do not have any supplier.
Subcontractor

In order to enhance the competitiveness of our Trading Centre and provide value added
services to our tenants, during the Track Record Period, we have engaged a property
management service company, an Independent Third Party, to provide ongoing property
management service to our tenants. Salient terms of the property management subcontracting
agreement are provided as follows:

I. duration — one year, starting from 1 December to 30 November next year;

2. responsibility of the property management service provider — providing, among others,
security service, cleaning service, water and electricity repair and maintenance service
to our tenants;

3. service fee — approximately RMB1,564,000, RMB1,740,000, RMB1,867,000 and

RMB985,000 for the years ended 31 December 2017, 2018 and 2019 and the six
months ended 30 June 2020, respectively; and
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4. circumstances leading to termination — the property management subcontracting
agreement can be terminated by the non-defaulting party when the agreed management
performance target is not reached because of the defaulting party, or direct economic
loss is caused by the defaulting party.

Save as disclosed above, due to the nature of our business, we did not engage any other
major suppliers or subcontractors during the Track Record Period.

SUPPORT SERVICES

In addition to leasing the units and providing property management service to our tenants,
support services including the Wenling (China) Measuring and Cutting Tools Index and the
Measuring and Cutting Tools Financing Service are complementary services provided to our
tenants.

Wenling (China) Measuring and Cutting Tools Index

BIE]
ADBH

Undertakers

kbl

A "W WYY .
i k | N . Y i Wenling Municip

In 2016, we launched the Index. It is the first national Measuring and Cutting Tools index
that we engaged Shuliang Technology, an Independent Third Party, to invent and develop. The
Index describes and analyses the national-wide Measuring and Cutting Tools products
price-changing trend as well as the prosperity and confidence level of the Measuring and Cutting
Tools industry.
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The research team of Shuliang Technology chose a series of different types of indicators
that can reflect the operating conditions of the Measuring and Cutting Tools market, and
processed them to reflect the degree of price change of the Measuring and Cutting Tools. After
advanced research, application of theories in relation to statistics and evaluation, consultation
with experts and performing numerous trials, Shuliang Technology successfully developed the
Index that can reflect the price of the Measuring and Cutting Tools and the prosperity of the
Measuring and Cutting Tools industry.

The Index is updated and published on a monthly basis. Set out below is the major
composition and a summary description of the Index:

Wenling * China Measuring and Cutting Index* (#44 o B L& 7] g %)

Measuring and Cutting Tools Measuring and Cutting Tools
Price Index* (L1 7] HE& %) Prosperity Index* (L& 7] HEAIEH)

National Individual
Tools Price Industry Industry
Index* Prosperity Prosperity

Measuring Cutting
Tools Price Tools Price

Index* Index*
=R % -
wamy Bl oy [l CHRAEH Index Index

o %) (BT Urts
B0 ) B ted) BREE)

1. Measuring and Cutting Tools Price Index — it is further subdivided into Measuring
Tools Price Index, Cutting Tools Price Index and Tools Price Index, which altogether
serve as the pricing index for the Measuring and Cutting Tools in the PRC. The raw
data of the prices of different types of Measuring and Cutting Tools is collected once
per month from 79 representative tenants of our Trading Centre.

2. Measuring and Cutting Tools Prosperity Index — it serves to statistically reflect the
degree of prosperity of the Measuring and Cutting Tools industry in the PRC. The
research team of Shuliang Technology adopted the same statistics analysis and index
calculation method as the National Corporations Prosperity Index* (8 {3 5t 545
#0) to compose the Measuring and Cutting Tools Prosperity Index. They collected the
data by distributing questionnaires to our tenants and compose the prosperity index.
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Our Directors are of the view that the Index can provide reliable and accurate market
information including the price trend of the major products in the Measuring and Cutting Tools
industry to the relevant procurers and customers. In addition, we are of the view that it can
further strengthen the established position of our Trading Centre as well as the brand and
reputation of the Measuring and Cutting Tools products that are made in Wenling.

Measuring and Cutting Tools Financing Service

On 30 August 2018, we entered into a strategic cooperation agreement with one of the
largest banks in the world by total assets (the “Bank”), pursuant to which the Bank agreed,
among others, to (a) actively support the daily operations of our Trading Centre and our major
construction projects; and (b) use their best endeavours to provide our Trading Centre and our
tenants with all-round comprehensive financial services under the most favourable conditions.

In addition, the Bank provided the Measuring and Cutting Tools Financing Service in
favour of our tenants. Under the Measuring and Cutting Tools Financing Service, the Bank will
provide unsecured loan to our tenants secured by guarantee provided by the ultimate beneficial
owners of our tenants, if they can satisfy the following terms and conditions:

(a) they have the rights to operate their businesses legally and able to provide valid
business licence to the Bank;

(b) they already have experience in operating their businesses in the Measuring and
Cutting Tools industry for at least five years; and

(c) our tenants, the legal representatives and their spouses, the ultimate beneficial owners
and their spouses (if applicable) all possess good credit records.
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In addition, such financing shall only be used for the purpose of alleviating the tenants’
short-term liquidity problem from their ordinary course of business and the Bank will bear the
risks arising from and out of such financing.

Our Directors consider that the Measuring and Cutting Tools Financing Service is a
convenient and efficient way to provide instant financing to our tenants who are expanding or
maintaining their businesses, as well as a prominent and privileged characteristic of our Trading
Centre that allows us to attract a variety of potential tenants and to enhance our established
position in the industry.

OUR BUSINESS EXPANSION
Introduction

As disclosed in the sections headed “Business — Business Strategies — Further strengthen
our market position in the Measuring and Cutting Tools market” and “Support Services” above,
we would from time to time consider opportunities to further consolidate our market share and
positioning and offer new services to the industry. Furthermore, we believe that our relationships
with the Wenling City Government* (if&4& i1 B{Jff), Taizhou Municipal Government* (& H| i EL
Jif) and Wengiao Town People’s Government* (iiIF#5 A REUF) would provide us with the
opportunity to better capitalise various governmental initiatives in the industry.

Business expansion and site selection criteria

With the view to further expand our business, we have been proactively and carefully
searching for new business opportunities to carry out our business plans with the following
selection criteria in mind:

1.  Proximity to our office and tenants

For selection of a new venue of expanding our business, we prefer sites which are in
proximity to our office and our tenants. Since our Company has been an established
Measuring and Cutting Tools trading centre operator in China with high reputation among
the local Measuring and Cutting Tools market, our Directors are of the view that our
current customers and tenants would consider to lease in such new venue if they need
further space and such initiative could be further encouraged if the venue of our new
business is convenient to and accessible by them. Furthermore, due to the nature of our
business which often involves frequent transportation of Measuring and Cutting Tools
materials, we would also consider ease and convenience of access in selecting the location
suitable for our business expansion.

2. Existence of untapped demand

When considering commencement of a business in a new area, we will conduct site
visits on the potential venue whenever possible, as well as research on the market
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conditions to ascertain if there is any untapped demand. In particular, we expect to further
reach out to the Measuring and Cutting Tools manufacturers should the expansion so
require. According to the F&S Report, the Measuring and Cutting Tools industry is in need
of an industrial park that can provide various types of support services. For further details,
please refer to the section headed “Industry Overview — Competitive Landscape of
Measuring and Cutting Tools Trading Centre Market — Overview of Measuring and Cutting
Tools Industrial Park in China” in this prospectus.

3. Availability of preferential governmental initiatives and rebates

In order to carry out our development plans in the most cost-efficient and economical
manner, we may also take into account whether there are any preferential governmental
initiatives and rebates available for the implementation of our expansion. For instance,
certain preferential treatments or rebates from the local government may be available so
long as our Group are able to fulfil the applicable conditions.

Measuring and Cutting Tools Industrial Park

Background

According to the F&S Report, the Measuring and Cutting Tools industry is in demand of an
industrial park because of the following major reasons:

1. Wenling City plays an important role in the Measuring and Cutting Tools industry and
there is strong government support to develop a Measuring and Cutting Tools
industrial park;

2. an industrial park with comprehensive facilities and extensive support which houses
the majority of the manufacturers and distributors in the Measuring and Cutting Tools
industry will attract more consumers to procure their desired products and enhance the
aggregate sales revenue of trading Measuring and Cutting Tools by the tenants in the
trading centres, independent shops and direct sales from manufacturers; and

3. the existing Measuring and Cutting Tools industrial park in Wenling City is
immaturely developed.

For further details, please refer to the section headed “Industry Overview — Competitive

Landscape of Measuring and Cutting Tools Trading Centre Market — Overview of Measuring and
Cutting Tools Industrial Park in China” in this prospectus.
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Considering the above and leveraging our experience, knowledge and network through
years of being an active market player in the Measuring and Cutting Tools industry, we are
currently considering a business expansion opportunity involving the development of the
Industrial Park. The expansion tentatively consists of three major phases: (a) the acquisition of
the Land; (b) the pre-construction preparation works; and (c) the construction of the Industrial
Park.

After applying our business opportunity selection criteria disclosed above and careful
consideration, our Directors believe that the development of the Industrial Park is an excellent
opportunity for us to expand our business and capitalising our market positioning in the
Measuring and Cutting Tools industry.

We contemplated that the Industrial Park is mainly for manufacturing purpose that it targets
to provide units for use as factories and workshops, where upstream manufacturers would
conduct manufacturing and production of Measuring and Cutting Tools. It is expected that the
size of the manufacturing units in the contemplated Industrial Park is comparatively large,
ranging from approximately 500 sq.m. to 2,000 sq.m. or larger.

Considering the operation of the Industrial Park will primarily involve property leasing and
management, which is the type of business that our Trading Centre is principally engaged in, our
Directors are of the view that there will be no material difference in operating our Trading
Centre and the Industrial Park.

1. Acquisition of the Land

On 28 November 2018, pursuant to planning conditions provided by the Wenling City
Housing and Urban Rural Construction Planning Bureau* (U4 i {1 55 F1 Ik 480 2 58 %1 5)), and
as approved by the Wenling Municipal People’s Government* ({487 A RIELFT), the Wenling
Bureau of Land and Resources* (4817 1 & Jf)5) published the Tender Announcement for
Transfer of Land Use Right under the State-owned Construction Land (Wentu Gonggaozi [2018]
Zheng No. 75%) (B4 2% F 60 A RE S R s BB 0 (IR £ A5 (201812 55 75%%)) (the “Tender
Announcement”), under which the Wenling Bureau of Land and Resources intended to assign
the land use right of the Land through public tender.
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Below is an indication of the location of the Land (as indicated and framed in blue below)

and the overall layout of the Industrial Park:

GY050102
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(i.e. the land)
7

On 28 December 2018, we successfully won the bid of the Land for the construction of the

Industrial Park. The terms of various contracts disclosed below are fixed and set out in the
relevant tender documents. On 29 December 2018, we entered into the Land Contract with the
Wenling City Bureau of Land and Resources* (487l T % J5)), which includes the following

major terms:

Parties

Description of the Land

Location
Saleable area

Consideration

(1) Wenling Bureau of Land and Resources; and
(2) Our Group

Wengiao Town Lot No. GY050102% (IR
GY0501023b5})

Wengiao Town Chenshan Village* (LIGHIEE 111 41)
approximately 50,757 sq.m.

RMB63,500,000

- 183 -



BUSINESS

Performance bond : RMB6,350,000
(AR )
Term : 50 years
Tenant type : corporations in the industry of metallic tools
manufacturing
Commencement date of the : within 12 months upon the signing of the Land
construction project on Contract

the Land Contract

Completion date of the : within 36 months upon the signing of the Land
construction project on Contract
the Land Contract

On 18 December 2018, we paid the bidding security deposit (i EA#EE) of
RMB13,000,000 from our own internal resources. In January 2019, we paid RMB58,846,000
composed of (a) RMB50,500,000, being the remaining balance of the total consideration of the
acquisition of the Land; (b) RMB1,996,000, being the related tax and surcharges; and (c)
RMB6,350,000, being the performance bond of the Land Contract. We obtained bank loans with
amount of approximately RMB40.0 million and RMB57.0 million respectively in January 2019
under corresponding banking facilities of approximately RMB100.0 million and RMB233.0
million from two third-party banks in the PRC to finance the aforesaid payment.

2. Pre-construction preparation works

On 29 December 2018, we entered into the Development and Construction Agreement
which provides certain requirements including, among others, planning, construction and tenant
selection for the Industrial Park as well as the rights and obligations of the parties thereto. Set

our below are the principal terms of the Development and Construction Agreement:

Parties : (a) Wenling City New District Management
Committee; and

(b) our Group

Name of the project : Wenqgiao Town Measuring and Cutting Tools
Industrial Park

— 184 -



BUSINESS

Industrial Park tenant : (a) belonging to the Measuring and Cutting Tools
requirements and industry;
restrictions

(b) companies with sales revenue (FHEILA)
exceeding RMBS5 million or paying more than
RMB100,000 for tax in the PRC;

(c) not applicable for companies that is highly
polluting and energy consuming;

(d) no assignment of tenancy shall be allowed
within five years upon the Industrial Park tenant
receiving the Title Deed

Basic construction and : complying with the requirements for Industrial Park
development planning, design, fire safety, environmental
requirements protection and construction

As part of our preparation works, we will prepare the feasibility report and obtain the

environment assessment report.

Wenling Xuri, the project company and a wholly-owned subsidiary of our Group,

established in June 2018, shall be the main operating body of the Industrial Park and be fully

responsible for its development as well as attraction of potential tenants.

3.  Tentative details of the construction of the Industrial Park

The floor area of the Industrial Park shall be approximately 111,000 sq.m. and total

estimated investment cost shall be approximately RMB405.9 million. We contemplate that the

Industrial Park will have the following features:

(a)

we shall offer a development platform for the enterprises in the Measuring and Cutting
Tools industry. According to F&S, as at 31 December 2019, the average amount paid
by the local enterprises to rent a place in the other industrial park to manufacture
Measuring and Cutting Tools products was approximately in the range from RMB25 to
35 per sq.m.. Based on current estimation, in addition to making reference to the local
market rate at the relevant time, our Directors contemplated that the rent of the
Industrial Park manufacturing units will be comparable to or lower than the range
abovementioned with discounts which may be offered to the potential tenants on a
case-by-case basis, subject to the then economic and market conditions. In addition,
we may offer financial incentives such as subsidy to the potential tenants of the
Industrial Park. Therefore we expect that the Industrial Park is capable of offering
low-costs manufacturing units for us as factories and workshops for small to medium
manufacturer enterprises to conduct and develop their manufacturing businesses.
Please refer to the paragraph headed “Business — Our Business Expansion — Measuring
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(b)

(©)

and Cutting Tools Industrial Park — Demand for the Industrial Park and Measures to
Attract Measuring and Cutting Tools manufacturers to relocate — 5. Measures to attract
Measuring and Cutting Tools manufacturers to relocate to the Industrial Park —

>

Financial incentives to be offered by our Company” in this section for further details
as to the financial incentives to be offered to the potential tenants of the Industrial

Park;

we shall expedite the upgrading of the Measuring and Cutting Tools industry. We
expect that the Industrial Park can increase the ability of the Measuring and Cutting
Tools industry participants to bolster the upgrade of traditional manufacturing, as well
as to innovate through learning advanced technology and modern management model.
We anticipate to provide various services, including metal coating, chemical
composition analysis and display of the modernised Measuring and Cutting Tools
equipment to the Industrial Park tenants. We intend to recruit talents as well as
provide training with competitive remuneration packages available to them;

we shall improve the facilities in the Industrial Park to support the Industrial Park
tenants including the establishment of an innovation centre. We envisage to
progressively set up several departments in the innovation centre including finance
service department and scientific support department in order to provide the respective
professional services for the Industrial Park tenants to expand their manufacturing
businesses. In addition, we expect that a platform providing one-stop service such as
technology support service, equipment service and raw material supply service will be
available to the Industrial Park tenants in the said innovation centre. Set out below is
the tentative details of the nature of the services aforementioned:

(i) financing service department — we are in the process of communicating with
some banks to explore the opportunities such that they may offer financing
services to the Industrial Park tenants. Although as at the Latest Practicable Date,
we had not yet entered into any definitive agreements with those banks, based on
the preliminary communications with them we understand that they may offer
financing services, such as low-costs financial products such as loans with
relatively low interest rate and internet banking service to the Industrial Park
tenants, subject to (amongst other factors) the final financing service agreements
and arrangements to be entered into between the relevant Industrial Park tenants
and the banks;

(i1) scientific support service — we expect to introduce Independent Third Party
service providers to provide scientific support to the tenants including grinding
experiment on cutting tools to see how it affects their lifetime, as well as
analysis on common or uncommon fracture of the cutting tools. Support on
chemical and structural analysis on the raw materials or end products of the
Measuring and Cutting Tools may also be envisaged;
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(d)

(iii) technology support service — we contemplate to introduce Independent Third
Party service providers to provide research and development service such as
coating technology on new Measuring and Cutting Tools product to the tenants;

(iv) equipment service — we intend to introduce Independent Third Party service
providers to provide a variety of professional equipment to the tenants, including
but not limited to: (A) optical emission spectrometer, an instrument that can be
used to determine the elemental composition of a broad range of metals; and (B)
inverted metallurgical microscope, a device that can be used to determine if
metallurgical properties meet manufacturing specifications, and view defects and
scratches that are hard to see with conventional observation methods; and

(v) raw material supply service — we will try to enter into long term supply
cooperation arrangements with reputable steel factories in order to secure a stable
price of steel supply for the tenants. As at the Latest Practicable Date, we had
not entered into any definitive agreements with any steel factories with respect to
the cooperation arrangements aforementioned, nor are we under any obligation to
do so, and

we shall encourage new development and construction, and attraction of new
investment. We contemplate that in order to be in line with international practice, as
well as the Measuring and Cutting Tools industrial development direction, we will
accordingly utilise space and layout of the Industrial Park to actively promote
marketisation by providing comprehensive supporting facilities and high-quality
customer service. Such service may include a door-to-door service that can assist the
potential tenants in completing different stages of the relevant procedures in order to
commence business in the Industrial Park, ranging from application, registration,
planning, construction to finally commencement of production in the Industrial Park,
as well as applying for various compliance licenses. In addition, we envisage that the
Industrial Park shall gather together the Measuring and Cutting Tools industry-related
enterprises from upstream to downstream so that they can conduct businesses more
efficiently. We thus intend to invite powerful and sizeable enterprises to participate in
the development and construction of the Industrial Park in order to facilitate and
expedite the advancement of the Measuring and Cutting Tools industry as a whole. As
at the Latest Practicable Date, we have not identified any such powerful and sizeable
enterprises but we intend to adopt the following non-exhaustive selection criteria to
identify the same, including enterprises which may:

(i) have the registered capital of at least RMBS50 million and the net assets
amounting to RMB60 million;

(ii) receive at least RMB200 million as its highest construction income for the past
three years;
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(ii1) have no less than 300 employees as engineering and management staff altogether,
200 employees of which shall be engineering and technology personnel and 10 of
which are credited with senior title;

(iv) have a project manager with no less than 10 years of working experience on
engineering management and have a chief engineer credited with senior title with
no less than 10 years of working experience on construction management;

(v) have a chief accountant and a chief economist who are both credited with senior
title; and

(vi) other factors which our Directors may consider appropriate subject to the then
condition and on a case by case basis.

4.  Obtaining land use rights and building ownership certificates

Initial registration (/B B K& HL) of real estate ownership and other statutory matters

following the successful acquisition of the Land, as well as the application for all necessary real
estate rights certificates for the Land and the Industrial Park, is subject to the following PRC

laws and regulations that are relevant to the real estate ownership certificates as advised by the
PRC Legal Advisers:

(a)

(b)

(©)

article 9 of the Property Law of the PRC* ({H# N RILHBEYHETL)) (the “PRC
Property Law”) provides, inter alia, that creation, variation, transfer and
extinguishment of immovable real right pursuant to law shall be effective upon
registration. Unless the law provides to the contrary, such creation, variation, transfer
and extinguishment shall be ineffective without registration;

article 15 of the PRC Property Law provides, inter alia, that unless the laws or
contractual provisions stipulate to the contrary, a contract concluded between the
parties in respect of creation, variation, transfer or extinguishment of immovable real
right shall be effective upon conclusion of the contract; the failure to complete
registration of real right shall not affect the validity of the contract;

article 5 of the Provisional Regulations on Real Estate Registration ({8 S50 817
& 1)) (“Regulations”) provides, inter alia, that the following rights to real estate
shall be registered in accordance with the Regulations:

(i) ownership of collectively-owned land;

(i1)) ownership of houses and other buildings and structures;

(iii) ownership of forests and woods;
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(d)

(e)

()

(2)

(h)

(iv) contractual management rights to land including, among other things, the
cultivated land, forest land and grass land;

(v) right to the use of land for construction;

(vi) right to the use of house sites;

(vii) right to the use of sea areas;

(viii) easement;

(ix) right to mortgage; and

(x) other rights to real estate to be registered as required by the law.

article 3 of the Regulations on the Administration of the Confirmation and
Recordation of Enterprise Investment Projects® ({Ai2E4% & T H 2 fE s 2248 B4
#51)) provides, inter alia, that projects which do not relate state security and allocation

of major national productive forces shall be subject to recordation administration* (fff
REH);

article 38 of the Urban and Rural Planning Law of the PRC* (H73E A [ A B 3 45
Hi#7%)) provides, inter alia, that if the right to use a State-owned land for a
construction project is obtained by transfer, the construction entity shall, after
obtaining the approval, verification and the recorded documents and the contract on
transfer of the right to use of State-owned land (EA7 - Hufdi FIHE 5% & 1R]), apply to
the department in charge of urban and rural planning under the people’s government
of the city or county concerned for a permit for planned use of land for construction

(G 33 FR ML 0 T 38

paragraph 1 of article 40 of the Urban and Rural Planning Law of the PRC provides,
inter alia, that to construct any structure within a city or town planning area, the
construction entity shall apply to the competent department of urban and rural
planning under the people’s government of the city or county for a building permit*

(LR AR R B R ] ),

article 7 of the Construction Law of the PRC (Order No. 91 of the President of the
PRC)* ((H#E NRILMBI#E L) (£ 4A4919%)) provides, inter alia, that prior to
the commencement of the construction projects, the construction entity shall apply to
the relevant construction administrative departments for construction permit* (jifs T

A #); and

article 2 of the Measures for the Administration of Construction Permits for

Construction Projects (Order No. 18 of the Ministry of Housing and Urban-Rural
Development of the PRC)* (CEEEE TFEHE T3 rl 4 L) (Fp 38 R ILA B 43 5 Ak
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G B HRA 5 18 98)) provides, inter alia, that for the construction of all kinds of
buildings and the auxiliary facilities thereof, the construction entity shall, prior to the
commencement of the construction, apply to the applicable housing and urban-rural
development administrative department® ({E /5 40 & 5 3= &#BF) for a construction
permit.

Our Company has already entered into the Land Contract through successful bidding and
have successfully obtained the real property ownership certificate for the Land dated 24 May
2019. After filing with the relevant authority, our Company has obtained the building permit on
4 December 2019 and construction permit on 13 December 2019 (together, the “Permits”),
respectively, prior to commencement of the construction of the Industrial Park, and shall obtain
the relevant certificate for real estate ownership title upon completion of the construction.

As advised by the PRC Legal Advisers, as long as our Company comply with the relevant
legal requirements and procedures abovementioned in relation to recordation and has obtained
the Permits, there will be no material legal impediment for us to obtain the relevant real
property ownership certificate for the Industrial Park.

Background of potential tenants of the Industrial Park

We intend to look for the potential tenants of the Industrial Park with the following
background and competency. The potential tenants shall:

1. belong to the Measuring and Cutting Tools manufacturing industry within the metallic
tools manufacturing industry; and

2. be able to comply with the relevant environmental requirements: corporations in the
highly polluting and energy consuming industries (such as electrophoresis, heat
treatment) may not be considered.

Demand for the Industrial Park and Measures to Attract Measuring and Cutting Tools
manufacturers to relocate

1. Reconstruction of old factories and demand for the Industrial Park

According to the F&S Report, considering the land usage efficiency and environmental
protection issues in Zhejiang Province, the government has published a number of notices to
demolish illegal buildings and reconstruct the old factories, such as “Notice on the Three-Year
Action of “Three Reforms and One Demolition” in the Province of Zhejiang Government*” (#f
LA ANRBUFBREREHE [ =0 —# ] =F178m8EA) in 2013 and “Three-Year Action
Plan of Comprehensive Governance on Safety Production in Zhejiang Province*” (#i{L & %&£
FE A AR B = AFEATE ) in 2017, In the past five years, approximately 37.4 million sq.m. of
illegal buildings was demolished and approximately 5.5 million sq.m. of old factories was
reconstructed by the Wenling government, respectively.
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The above demolishment and reconstruction have great impact on the Measuring and
Cutting Tools manufacturers. Approximately 63% of the Measuring and Cutting Tools
manufacturers producing their products in local factories scattered around in Wenling City in
2018, the majority of them are small-scale enterprises who undergo production either in their
primitive workshops or small factories that may face the risk of demolishment by the Wenling
government. It is estimated that approximately 212 local Measuring and Cutting Tools
manufacturers have been or will be affected by the demolishment and reconstruction plan by the
Wenling government aforementioned as confirmed by Wenqiao Town People’s Government.
Under this circumstance, these small-scale enterprises likely have a pressing need to search for a
new place to continue their business operation in the event that the government clears out their
decayed factories and plants, driving them to relocate their production of the Measuring and
Cutting Tools to the Industrial Park.

2. Support by the government

We have received support by the government to construct the Industrial Park. Pursuant to
the Recommendation by the government of Wenqgiao Town with respect to the construction of the
Industrial Park* (RGN RBUFRB RN EE T &7 HE £ EHK) issued by the People’s
Government of Wenqgiao Town, the local government has considered the matters and factors
mentioned below and is of the view that there is a demand and an urgent need to construct the
Industrial Park by our Company for the benefit and growth of the Measuring and Cutting Tools
industry:

(a) the existing Wenqiao Small and Micro Measuring and Cutting Tools industrial park
which has already been in full capacity is of small scale with insufficient supporting
facilities;

(b) the local enterprises in the Measuring and Cutting Tools industry had demanded the
local government to construct a new industrial park. Our Trading Centre was
considered to be reputable and competent. The local government acknowledged the

construction of the Industrial Park by our Company is of immediate need; and

(c) the local government recommended the relevant department to provide support to our
Company and expedite the progress of the construction of the Industrial Park.

3.  Capacity of the Industrial Park

We estimate that there will be approximately 20 to 25 manufacturing units in the Industrial
Park, subject to the planning and construction details to be further particularised and finalised.
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4.

Our tenants interested in the Industrial Park and letters of intent

Since we informed our Trading Centre tenants that we contemplated to construct the

Industrial Park and successfully won the bid of the Land for the construction of the same, 19 of

them have signed letters of intent already indicating that they are interested in conducting

business there.

5.

Measures to attract Measuring and Cutting Tools manufacturers to relocate to the
Industrial Park

Lower rental rate

In light of the demand and responsive replies from our Trading Centre tenants with
respect to the Industrial Park, we are of the view that the Industrial Park will attract the
Measuring and Cutting Tools manufacturers. Having said that, in addition to making
reference to the local market rate at the relevant time, our Directors contemplated that the
rent of the Industrial Park manufacturing units will be, subject to the then economic and
market conditions, in general comparable to or lower than such market rate with discounts
which may be offered on a case-by-case basis as incentives to attract potential tenants and
increase the competitiveness of the Industrial Park.

Financial incentives to be offered by our Company

Our Directors acknowledge and understand that there will be additional costs (such as
relocation costs) incurred by the Measuring and Cutting Tools manufacturers currently
producing their products in the local factories should they decide to move to the Industrial
Park. In the event that there is still vacancy for manufacturing unit in the Industrial Park
after its grand opening, our Directors may consider to offer financial incentives as further
motivation to them, including but not limited to subsidy to the purchase price and tax,
discount on rent, waiving the property management fee and advertisement fee for certain
period of time.

Active marketing strategies

In addition, we intend to actively promote the distinctive features contemplated to be
available in the Industrial Park, such as offering low-costs manufacturing units, opportunity
to learn advanced technology, establishment of the innovation centre, providing
professional services such as finance service, scientific support service, technology support
service, equipment service, raw material supply service and high-quality door-to-door
customer service. Please refer to the paragraph headed “Business — Our Business Expansion
— Measuring and Cutting Tools Industrial Park — 3. Tentative details of the construction of
the Industrial Park™ in this section for further details, and we believe that the above will
also demonstrate competitiveness of the Industrial Park and appeal to the Measuring and
Cutting Tools manufacturers.
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Considering the above, our Directors are of the view that the Industrial Park will
motivate and encourage the Measuring and Cutting Tools manufacturers currently
producing their products in local factories to relocate to the Industrial Park despite the fact
that they may incur relocation costs, and will bring together the Measuring and Cutting
Tools enterprises scattering around in Wenling City to the Industrial Park.

Some of the units may be sold

To provide the potential tenants a permanent place of operation such that they would
not need to concern increase of rent and further relocation cost upon expiry of tenancy
agreements, some of the units may be offered for sale to the tenants based on the market
demand and other factors.

Revenue stream of the Industrial Park

We anticipate that the revenue of the Industrial Park is mainly composed of (a) rental
income from leasing the manufacturing units and car parking spaces in the Industrial Park; (b)
sale proceeds from the manufacturing and non-manufacturing units (including but not limited to
restaurant and supermarket) as well as the car parking spaces in the Industrial Park and; (c)
other services, such as fees from property management service or other professional service (if
applicable) to be provided in the Industrial Park. The above tentative allocation of the expected
revenue stream is subject to the then market and economic condition and/or other factors upon
completion of the Industrial Park.

Expected timetable and the corresponding construction phase of the Industrial Park

The following table sets forth the indicative timetable and the particulars of the phases for
the construction and development of the Industrial Park:

Expected total Details of the

Expected expenditure major construction works Commencement
Phase timeframe approximately (expected expenditure approximately) date
. Acquisition of the ~ Successfully RMB63.5 million N/A N/A
Land acquired the
Land on 28
December 2018
2. Pre-construction  2019-2020 RMB6.6 million (1)  Completion of payment of the First quarter of
preparation relevant taxes and fees for the Land 2019
works acquisition (RMB2.0 million was

paid during 2019);
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3a

Phase

Initial stage for
construction of
the Industrial
Park

Expected
timeframe

2019-2020

Expected total Details of the
expenditure major construction works
approximately (expected expenditure approximately)

(2)

RMB12.2 million (

—
—

~ 194 -

Payment of financing costs
(RMB3.9 million, out of which
RMBO0.9 million was paid during
2019 and the remaining balance of
RMB3.0 million was paid in the
first quarter of 2020);

Preparation of the feasibility report
(RMBO0.2 million); and

Obtaining the environment and
labor safety assessment report
(RMBO.5 million, out of which
RMBO0.2 million was paid during
2019).

Preparation of the land surveying
and design for the Industrial Park
construction (RMB4.2 million, out
of which RMB0.5 million was paid
during 2019 and RMB1.3 million
was paid as at Latest Practicable
Date);

Obtaining requisite approvals,
consents or permits from
government departments (RMB0.2
million); and

Attracting potential Industrial Park
tenants for the manufacturing units
in the Industrial Park (RMB7.8
million, out of which RMB132,800
was paid during 2019).

Commencement
date

First half of 2019

Third quarter of
2019

Fourth quarter
of 2019

Fourth quarter of
2019
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Expected total Details of the

Expected expenditure major construction works Commencement
Phase timeframe approximately (expected expenditure approximately) date
3b(i) Pile foundation 2019-2020 RMB33.5 million (1)  Commencement of pile foundation ~ Fourth quarter
and preparation for the Industrial Park and the car of 2019
of installation of park (RMB30.4 million, out of
mechanical which RMB11.2 million was paid
systems during 2019 and RMB19.2 million
was paid in the first half of 2020);
and

(2)  Preparation of installation of
mechanical and electrical systems
and fitting-out works (RMB3.1
million, out of which RMBO0.3
million was paid during 2019 and
RMBO.1 million was paid in the

first quarter of 2020).
3b(ii) Construction of 2020-2021 RMB284.7 million (1)  Construction of the buildings in the  First quarter
the Industrial Industrial Park and the car park of 2020
Park (RMB250.3 million, out of which

RMBS1.5 million was as at Latest
Practicable Date);

(2)  Payment of financing costs
(RMBS.8 million), out of which
RMB0.8 million was paid in the
first half of 2020; and

(3)  Commencement of installation of Third quarter of
mechanical and electrical systems 2020
and fitting-out works (RMB25.6
million).

- 195 -



BUSINESS

Expected total Details of the

Expected expenditure major construction works Commencement
Phase timeframe approximately (expected expenditure approximately) date
3c.  Completion of the 2021 RMB5.4 million (1)  Completion of the construction End of 2021
construction works per the relevant requirements (expected)
works by the government (RMB4.9
million);

(2)  The Industrial Park inspected and
approved by the relevant
authorities; and

(3)  Grand opening of the Industrial
Park and commencement of
business (RMBO0.5 million, out of
which RMBO.1 million was paid in
the first quarter of 2020 for Urban
and Rural Land Use Tax).

Total: RMB405.9 million

During the Track Record Period and up to the Latest Practicable Date, we had incurred
approximately RMB154.7 million for the construction of the Industrial Park and related
expenses.

Financing for our Industrial Park business expansion

For the purpose of our Industrial Park business expansion, we estimate that we shall invest
a total of approximately RMB405.9 million for the three years ending 31 December 2021 into
the Industrial Park. We intend to fund such expansion with (a) a portion of the net proceeds from
the Listing (approximately RMB39.2 million); (b) our internal funding (approximately RMB95.3
million); and (c) external borrowings (approximately RMB271.4 million). For further details of
our use of proceeds, please refer to the section headed “Future Plans and Use of Proceeds” in
this prospectus.

There are inherent risks that our expansion plan may be subject to delay or may not be
successfully implemented. For further details, please refer to the sections headed (1) “Risk
Factors — Risks Relating to Our Business — The construction of our Industrial Park will be
substantially financed by external borrowings. If we fail to obtain sufficient funding for our
expansion plans, our business and growth prospects may be adversely affected”; (2) “Risk
Factors — Risks Relating to Our Business — If we were unable to obtain all the relevant rights for
the Industrial Park for future development, we will not be able to further develop the same
according to our plans”; (3) “Risk Factors — Risks Relating to Our Business — We may not be

- 196 -



BUSINESS

successful in securing sufficient demand in relation to the leasing of the units in the Industrial
Park”; and (4) “Risk Factors — Risks Relating to Our Business — Development and operation of
the Industrial Park is uncharted territories for us and we may encounter difficulties in our
strategic steps in relation to the construction and operation of the Industrial Park due to lack of
experience and other uncertainties” in this prospectus.

OCCUPATIONAL HEALTH AND SAFETY

Our operations are subject to regulation and monitoring by local work safety authorities. If
we fail to comply with present or future laws and regulations, we would be subject to fines,
suspension of business or cessation of operations.

We have established work safety policies and procedures to ensure that our operations are
in compliance with applicable work safety laws and regulations. Our work safety policies set
forth overall principles as well as procedures of internal inspections of work safety-related
matters. In order to address potential safety risks and ensure timely and efficient responses to
safety incidents, our work safety policies also provide a detailed system of recording and
handling accidents, where (i) safety incidents are categorised into three grades, each
necessitating a corresponding level of emergency responses; and (ii) in addition to internal
real-time and post-accident records and analyses, timely reports would be made to local work
safety authorities and any other relevant authorities. We also provide work safety-related
training to our employees with a view to arousing their awareness of occupational safety and
equipping them with the requisite knowledge and skills to handle emergency situations. As
confirmed by the PRC Legal Advisers, during the Track Record Period, we had complied with
the applicable work safety-related regulations of the PRC in all material aspects.

During the Track Record Period and up to the Latest Practicable Date, we did not have any
work-related fatalities or injuries and there had not been any claims for personal or property
damages or related compensation paid to our employees.

ENVIRONMENTAL PROTECTION

We are subject to environmental laws and regulations where our businesses operate. For
further details, please refer to the section headed “Regulatory Overview” in this prospectus.

We consider the protection of the environment to be important and we are fully committed
to complying with all applicable requirements under the PRC environmental laws and
regulations. The PRC Legal Advisers have confirmed that we are in compliance with the relevant
environmental protection laws and regulations. If we fail to comply with present or future laws
and regulations, we would be subject to fines, suspension of business or cessation of operations.

During the Track Record Period and up to the Latest Practicable Date, we had not received
any complaints from our tenants or any other parties in respect of any environmental protection
issues, and we had not experienced any material environmental incidents arising from our
business activities. During the same period, no administrative sanctions or penalties had been
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imposed upon us for the violation of environmental laws or regulations. Our cost for compliance
with applicable environmental laws and regulations totalled approximately RMB61,280,
RMB32,360, RMBS81,900 and RMBS,000, respectively, for the years ended 31 December 2017,
2018 and 2019 and the six months ended 30 June 2020.

LICENCES, PERMITS AND APPROVALS

Our Directors, as advised by the PRC Legal Advisers, confirmed that, during the Track
Record Period and up to the Latest Practicable Date, (i) we had obtained all material requisite
licences, approvals and permits for our operations in the PRC, namely the business licence” (‘&
FEHI), provisional qualification certificate for real estate developer” (J5HuEBlEE XY EE
B #5E) and trading name registration licence” (11724 & FC#), and all of which were valid
and in force; and (ii) we were not required to obtain special industrial licences, approvals or
permits for our business operations under the relevant the PRC laws and regulations.

LITIGATION AND NON-COMPLIANCE
Litigation

During the Track Record Period and up to the Latest Practicable Date, we had not been a
party to any litigations, arbitrations or claims of material importance, and our Directors were not
aware of any pending or threatened litigations, arbitrations or claims of material importance
against any member of our Group.

Non-compliance

Our Directors confirm that there was no non-compliance incident which constitutes material
non-compliance or systemic non-compliance during the Track Record Period and up to the Latest
Practicable Date.

INTERNAL CONTROLS AND RISK MANAGEMENT

We have established a comprehensive risk management and internal control system, which
consists of an organisational framework, as well as policies, procedures and risk management
methods that we consider to be appropriate for our business operations. In preparation for the
Listing and to further improve our internal control system, in April 2018, we engaged an
independent internal control consultant firm (the “Internal Control Consultant”) to perform a
review over certain key areas of internal control system (the “Internal Control Review”). The
Internal Control Consultant provided recommendations for the consideration of our management
members to enhance our internal controls and procedures. The aspects of our internal control
system on which the Internal Control Consultant has conducted extensive review procedures
include financial reporting and disclosure, sales, purchase, property management, capital
management, human resources management, fixed assets management, taxation management and
information system.
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Based on the Internal Control Review, the following key findings were discovered and
discussed with our management: our Company had not implemented (a) management policies
governing conflict of interest; (b) risk management and internal audit mechanisms; (c)
mechanisms that can immediately identify and respond to the change in the external
environments and contingency plans; (d) mechanisms to receive or disclose information to or
from external bodies; (e) anti-fraud policies as well as reporting and compliance mechanisms;
and (f) policies relating to connected transactions.

Our Internal Control Consultant has put forward the following recommendations which our
Group has adopted and implemented in respect of various aspects of our business operations
such as (i) conflict of interest guidelines; (ii) internal audit policies; (iii) safety incidents and
natural disasters policies; (iv) information disclosure management policies; (v) anti-fraud
policies and reporting mechanism; (vi) non-disclosure of insider information; and (vii) connected
transaction management policies.

We have also taken additional measures to improve our corporate governance and internal
control to ensure continued compliance with the Listing Rules and other applicable laws and
regulations. Our Group has adopted the following measures:

(a) our Directors will attend training sessions conducted by our legal advisers as to Hong
Kong laws on the on-going obligations and duties of a director of a company whose
shares are listed on the Stock Exchange;

(b) we will comply with the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules. Our Directors will review our corporate governance measures and our
compliance with the Corporate Governance Code each financial year and comply with
the “comply or explain” principle in our corporate governance reports to be included
in our annual reports after the Listing;

(c) we have retained external PRC legal advisers to review and advise on our regulatory
compliance with the relevant PRC laws and regulations that are material to our
business operations in the PRC;

(d) we have agreed to engage Cinda International Capital Limited as our compliance
adviser and will, upon the Listing, engage a legal adviser as to Hong Kong laws,
which will advise and assist our Board on compliance matters in relation to the
Listing Rules and/or other relevant laws and regulations applicable to our Company;

(e) we have established an audit committee which comprises two of our independent
non-executive Directors and one of our non-executive Directors, namely Mr. Tsoi Ka
Shing, Mr. Huang Qun and Mr. Xu Wei. The audit committee has adopted its terms of
reference which sets out clearly its duties and obligations to, among other things,
overseeing the financial reporting, risk management and internal control systems of
our Group, and ensuring compliance with the relevant laws and regulations. For the
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()

(g)

biographical details of our independent non-executive Directors, please refer to the
section headed “Directors, Supervisors and Senior Management — Independent
Non-executive Directors” in this prospectus;

we have established an internal audit department, which is headed by Mr. Zhou
Guilin. For the biographical details of Mr. Zhou Guilin, please refer to the section
headed “Directors, Supervisors and Senior Management — Executive Directors” in this
prospectus. The department will assess and monitor the implementation of our internal
control policies through periodic audits and inspections and will report any deviations
observed to our audit committee; and

when considered necessary and appropriate, we will seek professional advice and
assistance from independent internal control consultants, external legal advisers and/or
other appropriate independent professional advisers with respect to matters relating to
our internal control and legal compliance.

The Internal Control Consultant performed a follow-up review in July 2018 to review the

above measures taken by our Group and confirmed that they had no further comments on such
measures that we adopted.

Our Directors confirm, and the Sole Sponsor concurs, that the internal control measures

implemented by our Group are sufficient and could effectively ensure a proper internal control
system of our Group.

AWARDS AND ACCREDITATIONS

The following table sets out the key awards and accreditations received by our Group from

relevant the PRC government authorities and professional institutions:

Year of grant Award Granted by
September 2014 Famous Brand in Taizhou City* Taizhou Market Supervisory
B I TH 2 2 PR Authority*

(BTG BB S B R)

December 2014 Taizhou Famous Service Brand* Taizhou Famous Brand

(6 I RS 44 K Certification Committee
(BB EMRBERE®)

March 2015 2015 Wenling City Key Enterprise of = Wenling City People’s

the Service Industry* Government*

(20154 32 3 i i s 2 3B 4 26 (A8 TN REBUR)
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Year of grant

June 2015

September 2015

December 2015

2016-2018

June 2017

June 2017

December 2017

January 2018

March 2018

Award

2014 Advanced Party Organisation*
(20144F J& St 3 ALAR)

China Top 100 Commodity Market*
(R 7 T 8 )

Taizhou City Top 100 Key
Enterprises of the Service Industry
(Commercial and Trade Market
Industry)*

ERLNIN &7 E N e
517 %))

Four-star Civilised and Regulated
Market*
(VY B #R SO AL T 457)

2017 Advanced Grassroot Party
Organisation*

(20174 J& e 1k g B 4H %)

2016 Big Tax-payer*
(2016%4F FE 4B K )

Taizhou City Famous Service Brand*

(5 MRS 44 i)

Taizhou City Key Service
Enterprise*

(5 M TiT MR S S B 4 2

2018 Wenling City Key Service
Enterprise*

(201 84F Ji i 48 17 2 B RO 2E 2 2)
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Granted by

Wengiao Town CPC
Committee*

(h IR IE R B )

Chinese Academy of Social
Sciences*

(H AL R B )

Taizhou City People’s
Government*

B M R

Zhejiang Administration
Bureau for Industry and
Commerce*

ATV & LG4TS B )R

Wengiao Town CPC
Committee*

(h LRGSR B )

Wenling City Finance Bureau,
Wenling City Local
Taxation Bureau*
(AT BB R - AR T
Ho 75 LS )

Taizhou City Famous Brand
Certification Committee*
(6 M TIT 42 J s ot R
LA

Taizhou City People’s
Government*

(A M AR BUF)

Wenling City People’s
Government*

(Ui A8 T N REBUR)
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EMPLOYEES

As at 30 June 2020, we had 27 employees, all of whom were based in our headquarters in
the PRC. The salaries of our employees are mainly determined with reference to their seniority
and performance, and the total compensation includes salaries, performance-based bonuses and
special awards. For the years ended 31 December 2017, 2018 and 2019 and for the six months
ended 30 June 2020, we incurred staff costs of approximately RMB1.6 million, RMB2.0 million,
RMB2.2 million and RMBI1.1 million, respectively. The following table shows a breakdown of
our employees by function as at 30 June 2020:

Number of
Function employees

Senior management 5
Human resources and internal audit 4
Finance 3
Information management 3
Retail and tenancy management 12
Total 27

We generally recruit our employees through placing advertisements in the internet with
reference to factors such as their experience and academic qualifications. Currently, all of our
employees are hired pursuant to the terms of a written employment contract, which specifies the
employee’s position, remuneration and grounds for termination.

We believe that our employees are one of our most valuable assets and have greatly
contributed to our success. We provide training to our employees to enhance their business
efficiency and conduct yearly reviews of their performance. We believe that these initiates have
contributed to stronger work incentive among our employees.

As at 31 December 2019, certain of our employees have formed a labour union. During the
Track Record Period and up to the Latest Practicable Date, we had not experienced any strikes
or other material labour disturbances or disputes which had interfered with our operations, and
we believe that we have positive relations with our employees.

Social welfare schemes

As required by the Interim Regulations on the Collection and Payment of Social Insurance.
Premiums* (#1 €& £ B 2 B 1715 61), the Regulations on Work Injury Insurance* ({5 R B 5
i), the Regulations on Unemployment Insurance* (KFELRFRHEH]) and the Trial Measures on
Employee Maternity Insurance of Enterprises* ({3 T4 & REEsU1TH1E), we are obliged to
provide and have provided to our employees in the PRC with the social welfare schemes
covering pension insurance, unemployment insurance, maternity insurance, injury insurance and
medical insurance.

-202 -



BUSINESS

Housing provident fund

We are also required under and have complied with the applicable PRC laws and
regulations to provide our employees in the PRC with the social welfare schemes covering
hosing provident funds and housing benefits.

INSURANCE

Our insurance coverage includes social insurance for all of our employees. We believe our
insurance coverage is adequate and in line with industry practice in the PRC, and we have not
faced any material insurance claims during the Track Record Period.

PROPERTIES

As at the Latest Practicable Date, we leased the following land in Wenling City, Zhejiang
Province, the PRC to pile the construction waste arising out of the construction of the Industrial
Park:

Gross Use of Term of the lease

Address Landlord floor area the land agreement Annual rent
Between the An Independent Approximately  Piling 1 January 2020 to RMB340,000

roadside of Third Party 13,333 sq.m. construction 31 December

Shugang waste 2020

Highway in

Chenshan Village

and bank of

Tongshan River*

(RIS B8 2~ B

128 BELART 1L T /2

)

Save as the above, our Trading Centre and the Land, as at the Latest Practicable Date, we
did not have interest in any other property. For further details of our property interest, please
refer to the Property Valuation Report set out in Appendix VII to this prospectus.

RESEARCH AND DEVELOPMENT

During the Track Record Period and as at the Latest Practicable Date, we did not engage in
any research and development activities.

INTELLECTUAL PROPERTY RIGHTS

As at the Latest Practicable Date, we had registered three trademarks in the PRC, one
trademark in Hong Kong and two domain names, details of which are set out in the section
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headed “Statutory and General Information — C. Further Information About the Business of Our
Group — 2. Intellectual property rights” in Appendix VIII to this prospectus. As at the Latest
Practicable Date, we were not aware of any material dispute or infringement (i) by us of any
intellectual property rights owned by third parties; or (ii) by any third parties of any intellectual
property rights owned by us and we were also not aware of any pending or threatened claims
against us or any of our subsidiaries in relation to the material infringement of any intellectual
property rights of third parties.

COMPETITION
1. Our major market competitors

According to the F&S Report, there are three types of business models in the Measuring
and Cutting Tools market. They consist of trading in trading centre, trading in independent shops
and directly selling products from manufacturers. In terms of trading centres, there are mainly
four large-scale trading centres in China, mainly located in Zhejiang, Jiangsu and Guangdong
provinces, including two trading centres not only sell measuring and cutting tools, but also sell
other hardware. Therefore, we face direct competition from other domestic Measuring and
Cutting Tools trading centre operators in China.

Under the influence of macroeconomic policies and market demand, domestic measuring
and cutting tool enterprises have made structural adjustments and product upgrades. The industry
is surging and the competition becomes more and more fierce. Wenling City, as one of the major
domestic industrial agglomeration for Measuring and Cutting Tools, potentially has the following
main market competitors: (a) Dongguan Measuring and Cutting Tool Industrial Cluster* (HZg
T8 JJ B EZEERE), an area in Dongguan which accommodate Measuring and Cutting Tools
enterprises that mainly focus on Computer Numeric Control cutting tools* (¥#JJH); (b)
Changzhou Measuring and Cutting Tool Industrial Cluster* (% i L& 7] E & £ 4EHF), an area
in Changzhou which accommodate Measuring and Cutting Tools enterprises that mainly focus on
cemented carbide cutting tools* (M’E &4 JJH); as well as (c) traditional state-owned large
Measuring and Cutting Tool enterprises where customers may purchase their desired Measuring
and Cutting Tools products from their shops directly.

We consider that the trading centres for the Measuring and Cutting Tools market in the
PRC is highly competitive. Our existing and potential competitors include trading centres
managed by private domestic operators and trading centres that may have some affiliation with
local government entities in China. Competitive factors include geographic location, size of the
trading centre, number of trading centre units, number and quality of supporting services and
facilities, brand recognition by customers, creditworthiness, price and design quality. A number
of our competitors may have broader name recognition because they specialise or focus on
specific type of Measuring and Cutting Tools, a longer track record and more established
relationships with the tenants in the Measuring and Cutting Tools trading centre as well as their
customers.
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For information on the competitive landscape of Measuring and Cutting Tools trading
centre in the PRC, please refer to the section headed “Industry Overview — Competitive
Landscape of Measuring and Cutting Tools Trading Centre Market” in this prospectus.

2.  Our competitive advantage

With the help of national marketing network, the support from the local government, we
aim at constructing a service platform and building a market brand. Through systematic and
functional innovation, our Trading Centre will continuously strengthen its market serving
function and expand its market share.

According to the F&S Report, generally, the purchasers need to buy varieties of products at
the same time. To enhance the purchasing and manufacturing efficiency, the purchasers prefer to
buy Measuring and Cutting Tools in trading centre, other than in the dispersive shops. As at 31
December 2019, our Trading Centre was capable of offering close to 13,000 types of Measuring
and Cutting Tools.

Further, according to the F&S Report, there are more than 500 noticeable domestic and
international Measuring and Cutting Tools brands, including “Walter* (FL#%¥)” from Germany,
“Korloy* (3% H)” from South Korea, “Mitsubishi* (=2£)” and “Toshiba* (3 2)” from Japan,
“Chain Headway* (IE{[J{)” from Taiwan, and “Haliang* (Mi#)”, “Hayigong* (Mi—1L)”,
“shanggong* (= T.)” and “Chengliang* (/i &), are available in our Trading Centre. Therefore,
we are confident that given the large variety of the Measuring and Cutting Tools products
available in our Trading Centre, we can constantly and efficiently meet purchasers’ demands,
and will progressively become the unique and indispensable Measuring and Cutting Tools
trading centre in the Measuring and Cutting Tools market.

Considering the above and our established position in the Measuring and Cutting Tools
trading centre industry in the PRC as described in the paragraphs headed “Competitive Strength
— Established position of our Trading Centre in the PRC to capitalise on the Measuring and
Cutting Tools market in China” and “Diverse Measuring and Cutting Tools products offerings by
our Trading Centre effectively and extensively distributed regionally and nationally in the PRC”
in this section, we are of the view that our Trading Centre has the competitive advantage to
compete with other competitors in the PRC.
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OUR CONTROLLING SHAREHOLDERS

Pursuant to the Concert Party Agreements, details of which are set out in paragraph headed
“History, Development and Reorganisation — Concert Party Arrangement” of this prospectus,
immediately upon completion of the Global Offering, without taking into account any H Shares
which may be issued upon the exercise of the Over-allotment Option, Market Group, Market
Development Service Centre, Qiaoling Investment, Wenqiao Town People’s Government,
Maowei Investment, Maoyang Village Share Economic Cooperative, Maoyang Village
Committee, Qianyang Investment, Qianyangxia Village Share Economic Cooperative,
Qianyangxia Village Committee, Shangyu Investment, Shangjie Village Share Economic
Cooperative, Shangjie Village Committee, Zhongjie Hede Investment, Zhongjie Village Share
Economic Cooperative, Zhongjie Village Committee, Botao Investment, Xuzhai Village Share
Economic Cooperative, Xuzhai Village Committee, Zhang Laoqgiao Investment, Zhang Laoqiao
Village Share Economic Cooperative and Zhang Laoqiao Village Committee will together be
entitled to exercise or control the exercise of 72.75% of the voting power at the general
meetings of our Company, and therefore, each of them will be our Controlling Shareholders
pursuant to the Listing Rules. For details of the shareholdings of each of our Controlling
Shareholders, please refer to the section headed “Substantial Shareholders” in this prospectus.

Our Controlling Shareholders have confirmed that none of them, our Directors and their
respective close associates is interested in any business, apart from the business operated by
members of our Group, which competes, or likely to compete, directly or indirectly, with the
business of our Company.

INDEPENDENCE FROM CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors believe that our Group is capable of
carrying on our business independently from our Controlling Shareholders and its respective
close associates after Listing.

Management independence

Our management and operational decisions are made by our Board and senior management.
Our Board comprises two executive Directors, four non-executive Directors and three
independent non-executive Directors. Our executive Directors are Mr. Pan Haihong and Mr.
Zhou Guilin. Some of our Directors and two of our Supervisors also hold the following positions
in our Controlling Shareholders:

Directors and Position in our Controlling

Supervisor Position in our Company Shareholders

Mr. Pan Haihong Executive Director, chief Member of party committee in
(i 1578 executive officer and Market Group

general manager
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Directors and Position in our Controlling

Supervisor Position in our Company Shareholders

Mr. Huang Qun (B #¥) Non-executive Director and Deputy general manager in

chairman of our Board Market Group

Mr. WANG Wenming Non-executive Director Secretariat of Maoyang
(E3CH) Village

Mr. CHENG Jinyun Non-executive Director Secretariat of Shangjie Village
(P8R EE) Committee

Mr. YE Yunzhi (3E7) Non-executive Director Officer of Zhongjie Village

Committee
Ms. XIE Yanli (#f%5) Supervisor Deputy general manager in

Market Group

Ms. YANG Mengjie Supervisor Assistant to chief financial
(R officer in Market Group

Despite the overlapping positions in our Company and certain of our Controlling
Shareholders, the above Directors (except Mr. Pan Haihong) and Supervisor do not assume any
executive role in our Group. Although Mr. Pan Haihong is a member of the party committee of
Market Group, he does not assume any executive role in Market Group or involve in its
day-to-day business operation as, according to the Articles of the Chinese Communist Party (7
B L 7 % F5F2), a party committee shall be responsible for the supervision of the implementation
of the party’s directions and policies in the enterprise and strengthening and improving the
party’s influences in areas including ideological and organisational. Our Group and the above
Controlling Shareholders are therefore managed by different management persons and there are
sufficient non-overlapping Directors and senior management who are independent and have
relevant experience to ensure the proper functioning of our Company.

Based on the above and the following reasons, we consider that our Board and senior
management will function independently from our Controlling Shareholders:

(a) each Director is aware of his fiduciary duties as a Director which require, among other
things, that he acts for the benefit and in the best interest of our Company and does
not allow any conflict between his duties as a Director and his personal interests;

(b) in the event that there is a potential conflict of interest arising out of any transaction
to be entered into between our Group and our Directors or their respective associates,
the interested Director(s) shall abstain from voting at the relevant board meetings of
our Company in respect of such transactions, and shall not be counted in forming
quorum subject to the provision of the Articles of Association; and
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(c) all our Directors, Supervisors and senior management members (other than the
abovementioned Directors and Supervisor) are independent from our Controlling
Shareholders. Our Group has established eight departments with three deputy general
managers overseeing different areas of our business who shall report to the general
manager of our Group before reporting to the Board.

Operational independence

We do not share operation team, facilities and equipment with our Controlling Shareholders
and their close associates. Our Group has also established a set of internal control measures to
facilitate the effective operations of our business. Our Group’s customers and subcontractors are
all independent from our Controlling Shareholders. Our Group does not rely on our Controlling
Shareholders or their respective close associates and has an independent management team to
handle our day-to-day operations. We are also in possession of all relevant licences, permits and
approvals necessary to carry on and operate our business and we have sufficient workforce to
operate independently from our Controlling Shareholders and their close associates.

Immediately after the Listing, there are no related party transactions or continuing
connected transactions between our Group and our Controlling Shareholders and/or their close
associates. As such, our Directors are of the view that our Group can operate independently from
our Controlling Shareholders and their close associates.

Financial independence

We have an independent financial system and make financial decisions according to our
own business needs.

Our Directors confirm that we will not rely on our Controlling Shareholders for financing
after the Listing as we expect that our working capital will be funded by our operating income
and bank borrowings. Our own accounting department is capable of discharging the treasury
functions for cash receipts and payments, accounting, reporting and internal control
independently of our Controlling Shareholders and its close associates.
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BOARD OF DIRECTORS

The Board consists of nine Directors, including two executive Directors, four non-executive
Directors and three independent non-executive Directors.

The following table sets forth the key information of our Directors:

Relationship
with other
Directors,
Date of Supervisors
appointment Date of and senior
of current  joining management
Name Age  Position position our Group  Main responsibilities (if any)
Mr. PAN Haihong 44 Executive 21 November 20 August  Overseeing strategic N/A
(5 5) Director and 2018 2015 development, business
chief executive planning and the
officer day-to-day operations of
our Group
Mr. ZHOU Guilin 61 Executive 21 November 8 October Overseeing financial N/A
(JEIEEA) Director and 2018 2009 management and
chief operating day-to-day operations of
officer our Group
Mr. HUANG Qun 58 Non-executive 21 November 3 May 2018  Overseeing growth N/A
(R Director 2018 strategy and overall
management of our
Chairman of 3 May 2018 Group
the Board
Mr. WANG 53 Non-executive 21 November 3 May 2018  Providing strategic advice ~N/A
Wenming Director 2018 on corporate
(F3CH) developments and
making

recommendations on
major operational and
managerial decisions of
our Group
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Name Age

Mr. CHENG 63
Jinyun (25 E)

Mr. YE Yunzhi 55

(EZEE)

Mr. XU Wei 50
(FH3)

Mr. JIN Hongging 67
(&UH)

M. TSOI Ka 39
Shing (%5H)

Position

Non-executive
Director

Non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

Date of

appointment Date of
of current  joining
position our Group
21 November 3 May 2018

2018

21 November 3 May 2018
2018

9 November 9 November
2018 2018

1 August 1 August
2018 2018

1 August 1 August
2018 2018
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Main responsibilities

Providing strategic advice
on corporate
developments and
making
recommendations on
major operational and
managerial decisions of
our Group

Providing strategic advice
on corporate
developments and
making
recommendations on
major operational and
managerial decisions of
our Group

Supervising and providing
independent judgment to

our Board

Supervising and providing
independent judgment to

our Board

Supervising and providing
independent judgment to

our Board

Relationship
with other
Directors,
Supervisors
and senior
management
(if any)

N/A

N/A

N/A

N/A

N/A
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BOARD OF SUPERVISORS

Our Board of Supervisors consists of three Supervisors, comprising one representative of

employees and two external supervisors. Except for the employee representative Supervisor
elected by our employees, the Supervisors were elected by our Shareholders. The term of office
of our Supervisors is three years, which is r