


services under the Engineering Construction Related Services Framework Agreement
constitutes continuing connected transaction under Chapter 14A of the Listing Rules.

The Independent Board Committee, comprising Ms. Shen Lifeng, Ms. Chen Xin and
Mr. Chan Ngai Sang Kenny, being all the independent non-executive Directors, has been
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BASIS OF OUR OPINION

In formulating our advice and recommendation to the Independent Board Committee,
we have relied on the information, financial information and the facts supplied to us and
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PRINCIPAL FACTORS AND REASONS CONSIDERED
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Framework Agreement and the respective transactions contemplated thereunder, we have
considered the following principal factors and reasons:

1. Information of the Group

Principal business
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in the 2023 Annual Report.
2. The implied gross profit margin was caleulated based on the implied gross profit and revenue of the

Group and was not disclosed in the 2013 Annual Report.

As illustrated in the above table, the Group has recorded net profit for each of the two
years ended 31 December 2023, and according to the 2023 Annual Report, the consolidated
net assets value of the Company attributable to owners of the parent was approximately
RMB6,047 million as at 31 December 2023.

The revenue of the Group for 2023 amounted to approximately RMB33,493 million,
representing a decrease of approximately RMB6,513 million as compared with last year, which
was mainly due to the decrease in revenue from construction contracting segment of
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approximately RMBS5,713 million.
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Zhongming Zhiye and its associates were on normal commercial terms and comparable to the
terms offered to third parties. Meanwhile. as stated above and according to the 2023 Annual
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companies have made timely payments in the past without bad debt, and Zhongming Zhiye and
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Group in the future, we concur with the Company that the conducting of transactions

contemplating under the Engineering Cons‘uuction Related Services Framework Agreement
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separately enter into specific agreements and spemfy specific terms and conditions
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As at the Latest Practicable Date, to the best knowledge of the Directors, there is
no government pricing policy applicable to the engineering construction related
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the relevant transactions in the future, the parties to the Engincering Construction

Related Services Framework Agreement will first implement such pricing or guiding
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Group for the provision of engineering construction related services are fair and
reasonable and in line with the market practice, the Group will consider the fair prices
of the same or similar engineering construction related services provided by

Independent Third Parties on normal commercial terms in the ordinary course of
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market data of other companies in the same or similar industrics to understand the
average gross profit margin in the industry; and consult industry experts or third-party
professional institutions to obtain professional advice on pricing and gross profit margin.
The Group will also make reference to the fees charged for comparable transactions of
similar nature, complexity and size entered into with Independent Third Party
customers in the past. In addition, the Group also aims to maintain competitiveness in
terms of pricine. Pricing will be determined after arm’s length neeotiation with



* The Company has established a clear set of contract standards and terms to ensure that
all framework agreements meet those standards as a minimum. Such standards are
consistent with best practices in the market and take into account the Company’s risk
i tolerance and husiness needs:
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Independent Third Parties under similar service framework agrecments to ensure the
competitiveness of the Company’s terms;

= The Company leverages a professional negotiation team (specialists in operation of
branches and subsidiaries, legal affairs and technology) in the negotiation process to
ensure that the Company’s interests are well protected and that the terms are at least
consistent with the third-party agreements available in the market;

*  The Company has adopted and implemented a set of connected transaction management
system. According to the system, the Audit Committee of the Board is responsible for
reviewing compliance with relevant laws, regulations, the Company’s policies and the
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financial securities department and the finance management department and the legal
department) are jointly responsible for evaluating the terms and service fees (including






gross profit margin was determined taking info account a number of factors including the
gross profit margin of comparabie transactions with Independent Third Parties. According
tn the, ngicine nolicy nnder the Faeigeerine Construgtinn Related Sacvices Framework
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with Zhongming Zhiye and its associates, and the main reference factors include: (i)
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subcontractors; (ii) the local guiding prices of all kinds of raw materials as set out in the
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local housing and urban-rural construction bureaus; (iii) the project schedule, the



We consider that our finding is in line with the pricing policy and management system
on connecled transactions adopted by the Company, and no deviation from the pricing
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been noted.
5. Rationale for determining the Annual Caps

The table below sets out the historical transaction amounts between the Group and
Zhongming Zhiye and its associates in respect of the transactions contemplated under the
Engineering Construction Service Framework Agreement and the Construction Auxiliary
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Note: The annual cap of the consiruction services under the Construction duxiliary Service Framework

4V!jaglifwy.fwwg'f‘yﬁna U Nerembher 2024 wae RMB? milling and thesuilisation rate for the three

months ended 31 March 2024 was annualised based on the actual transacrion amount for the three months

sl 17 M gl 18 Vb i L i iy Fruwee el Alividad bgglfun ol ogp for g yorp endion= T D@l

- i

Proposed Annual Caps
For the year ending 31 December

2025 2026 2027
RMEB 'mil RMB 'mil RMB 'mil
Construction and Related Services 500 560 600

As stated in the Letter from the Board, the Annual Caps have been determined mainly
with reference to: (i) the engineering construction related services fees previously paid to
the Group by Zhongming Zhiye and its affiliated real estate companies; (i1) expected project
contract amount and construction progress; (iii) the number of projects currently available
to the Group that requires engineering construction related services; and (iv) newly-added
engineering construction related services projects in the next three years expecied by the
Group. In particular:

(i) the historical transaction amounts of the Group’s relevant engineering construction

Ieiated services with Zhongming Zhiye and its associates recorded a declining trend
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resulted in the projects under construction not being able to complete the
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and standby projects, the size of real estate projects under construction has grown
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1s estimated based on the signed contract and the contract process

.1

completed by 31 December 2025, with a total contract amount of
approximately RMB248 million, four projects arc currently
expected to be completed by 31 December 2026, with a total contract
amount of approximately RMB&2 million, and another one project
is currently expected to be completed by 31 December 2027, with a
total contract amount of approximately RMB45 million;
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As stated in the Letter from the Board, the Annual Caps are principally attributable to
the npnvision_ol engineerine coustruction. velated services. We bave, disenssed with tbe

Company and understand that the projected transaction amounts for the Construction and
Related Services are determined by the Company based on the following principal factors:

(1) in respect of the existing agreements entered into by the Group with Zhongming
Zhiye and its associates, the total contract value of such relevant agreements
and the Company’s estimation on the fee schedule based on the expected project
progress over the duration of the Engineering Construction Related Services
Framework Agreement; and

(il)  in respect of the prospective agreements expected to be entered into by the
Group with Zhongming Zhiye and its associates in the three years ending 31
December 2027, the projected total contract value and the projected project
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Thornomine Zhive and 1t accociates 111 reenect of the Construction and Belated Service for



Tk Y TIAREE B =R I G| sl

o

according to the National Bureau of Statistics, the most appropriate level of national real

estate climate index is 100, the moderate level is between 95 and 105, the lower level is
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below 95. and the index reached 93,36 1n December 2023, being the lowest point in 2023.
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RECOMMENDATION

Having considered the factors and analyses above, we consider that (1) the engineering
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ordinary and usual course of business of the Group; (11} the terms of Engineering Construction
Related Services Framework Agreement are on normal commercial terms: (iif) the entering
into of the Engineering Construction Related Services Framework Agreement and the Annual
Caps are fair and reasonable so far as the Company and the Independent Shareholders are
concerned; and (1v) the entering into of the Engineering Construction Related Services
Framework Agreement are in the interests of the Company and the Independent Sharcholders
as a whole.

Independent Sharcholders and (ii) the Independent Sharcholders to vote in favour of the
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