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CORPORATE INFORMATION

Basic information of the Company is set out below:

LEGAL NAME OF THE
COMPANY

AL EREERNDBR AR

ENGLISH NAME OF THE
COMPANY

Hebei Construction Group Corporation Limited

DIRECTORS

Executive Directors Note!

Mr. Li Baozhong (Chairman of the Board)
Mr. Shang Jinfeng (President)

Mr. Liu Yongjian

Mr. Zhao Wenshenghete?

Non-executive Directors

Mr. Li Baoyuan (Honorary Chairman)
Mr. Cao Qingshe (Vice Chairman)

Independent Non-executive
Directors

Mr. Xiao Xuwen

Ms. Shen Lifeng

Ms. Chen Xin

Mr. Chan Ngai Sang Kenny

Supervisors

Mr. Yu Xuefeng (Chairman of the Board of
Supervisors)

Mr. Liu Jinggiao

Ms. Feng Xiujian

Mr. Yue Jianming

Mr. Wang Feng

JOINT COMPANY
SECRETARIES

Mr. Li Wutie
Ms. Wong Wai Ling (ACIS, ACS)

AUTHORIZED
REPRESENTATIVES

Ms. Shen Lifeng
Ms. Wong Wai Ling (ACIS, ACS)

BOARD COMMITTEES
Audit Committee

Ms. Shen Lifeng (Chairwoman of the committee)
Mr. Li Baoyuan

Mr. Cao Qingshe

Ms. Chen Xin

Mr. Chan Ngai Sang Kenny

Remuneration and Appraisal
Committee

Ms. Chen Xin (Chairwoman of the committee)
Mr. Li Baozhong

Mr. Shang Jinfeng

Ms. Shen Lifeng

Mr. Chan Ngai Sang Kenny

Nomination Committee

Ms. Chen Xin (Chairwoman of the
committee)Neote 3

Mr. Li Baozhonghete 4

Mr. Shang Jinfeng

Ms. Shen Lifeng

Mr. Chan Ngai Sang Kenny

Notes:

1 During the Reporting Period, Ms. Liu Shuzhen resigned as an executive Director, a Vice President and the Chief
Economic Officer of the Company on 8 January 2019, due to reaching her retirement age.

2 Mr. Zhao Wensheng took office as an executive Director of the Company on 25 February 2019.

3 Ms. Chen Xin took office as the chairman of the Nomination Committee of the Board on 19 July 2019.

4 In order to further improve the Company’s governance structure and meet the requirements of A-share listed

companies, Mr. Li Baozhong resigned as the chairman of the Nomination Committee of the Board on 19 July 2019.
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Strategic Committee

Mr. Li Baozhong (Chairman of the committee)
Mr. Cao Qingshe
Mr. Shang Jinfeng

REGISTERED OFFICE

125 Lugang Road
Jingxiu District
Baoding, Hebei Province
PRC

HEADQUARTERS AND
PRINCIPAL PLACE OF
BUSINESS IN THE PRC

125 Lugang Road
Jingxiu District
Baoding, Hebei Province
PRC

PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

40th Floor, Sunlight Tower
248 Queen’s Road East
Wanchai, Hong Kong

STOCK SHORT NAME AND
STOCK CODE

HEBEI CONS (01727)

H SHARE REGISTRAR AND
TRANSFER OFFICE IN HONG
KONG

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Note:

CORPORATE INFORMATION

COMPANY WEBSITE

http://www.hebjs.com.cn

INVESTOR RELATIONS
CONTACT

Tel: (86) 312 3311028
Fax: (86) 312 3019434
E-mail: hebeijianshe@hebjs.com.cn
Address: No. 329, Wusixi Road,

Jingxiu District,

Baoding City, Hebei Province, PRC
Postal Code: 071000

LEGAL ADVISERS
As to Hong Kong law

Clifford Chance

27/F, Jardine House
One Connaught Place
Central, Hong Kong

As to PRC law

Jia Yuan Law Offices

F408, Ocean Plaza

158 Fuxing Men Nei Street, Xicheng District
Beijing, PRC

AUDITORS Note?

Ernst & Young Hua Ming LLP

Certified Public Accountants

Level 16, Ernst & Young Tower, Oriental Plaza
No. 1 East Chang An Avenue

Dong Cheng District, Beijing, PRC

1 The Company no longer re-appoints Ernst & Young as its overseas audit institution for the year of 2019 since

20 June 2019.
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For the six months enhé_o June 2019, our revenue amounted to RMB20,297 million,
representing an increase of 2.7% as compared with the corresponding period of 2018.

For the six months ended 30 June 2019, our net profit amounted to RMB568 million,
representing an increase of 18.3% as compared with the corresponding period of 2018.

For the six months ended 30 June 2019, our profit per share amounted to RMBO.31, representing
an increase of RMBO.01 as compared with the corresponding period of 2018.

The financial information contained in this report has been prepared in accordance with

the Chinese Accounting Standards for Business Enterprises and, unless otherwise stated, is
comprehensive information of the Company and its subsidiaries, which is presented in Renminbi.
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BUSINESS OVERVIEW

PART 1 OVERVIEW OF COMPANY’S BUSINESS

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

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

. Other businesses. We are also engaged in service concession arrangements, property
management and other businesses.

A substantial majority of our revenue was generated from the construction contracting
business, which mainly comprised of building construction business, infrastructure construction
business and specialized and other construction contracting business. Our comprehensive
revenue was RMB20,297 million for the first half of 2019, while that of the corresponding period
of last year was RMB19,766 million. The comprehensive revenue from construction contracting
business remained constant as compared with that for the first half of last year, amounting
to RMB19,908 million and RMB19,332 million, respectively. Net profit was RMB568 million,
representing an increase of 18.33% as compared with RMB480 million for the corresponding
period of last year. New contracts were valued at RMB39,694 million, representing an increase
of 4.82% as compared with RMB37,870 million for the corresponding period of last year. The
value of ongoing contract backlog was RMB92,591 million, while that of the corresponding
period of 2018 was RMB74,378 million, representing an increase of 24.49% as compared with
the end of the last year.

New contract value (by region):

Six months ended 30 June

Year 2019 2018
RMB 100 million 396.94 378.70
Share of Beijing-Tianjin-Hebei 52.18% 59.33%
Share of other regions 47.82% 40.67%
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BUSINESS OVERVIEW

New contract value (by segment):

Six months ended 30 June

Year 2019 2018
RMB 100 million 396.94 378.70
Share of building construction 73.42% 67.33%
Share of infrastructure construction 17.31% 21.81%
Share of specialized and other construction 9.27% 10.86%

Building Construction Business

We provide construction contracting services for residential, public works, industrial and
commercial construction projects. We undertake most of such construction projects as a
general contractor. As a general contractor, we undertake all main aspects of construction
projects, including building construction, foundation work, curtain wall construction, building
decoration and fire engineering. We are also responsible for engaging subcontractors in
providing construction services and the labor force for construction projects, coordinating the
works of all parties, providing the major equipment and machinery, procuring raw materials
and ensuring that construction projects are carried out on schedule. For the six months
ended 30 June 2019 and 30 June 2018, new contracts were valued at RMB29,144 million and
RMB25,498 million, respectively, and ongoing contract backlog was RMB61,335 million as
compared with RMB52,346 million for the corresponding period of 2018.

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 291.44 254.98
Share of Beijing-Tianjin-Hebei 56.04% 56.2%
Share of other regions 43.96% 43.8%

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 291.44 254.98
Share of residential construction 63.62% 60.34%
Share of public building construction 25.38% 28.56%
Share of industrial building construction 9.70% 9.00%
Share of commercial building construction 1.30% 2.10%
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BUSINESS OVERVIEW

Representative projects of the building construction business are as follows:

Representative projects of new contracts

Business
No. Name of project Contract value segment Region
(RMBI0O million)

1. Second Bid Section of Plot A, Phase Il of 4.06 Residential Xiangyang,
Fancheng District Relocation Housing Urban building Hubei
Old Residential Renovation Project
(Xiangtou Xinyue City)

EREBARERNEEE NEIUEER
(BRMUE) —HAR 2R

2. Beijing New Airport Administrative 6.35 Public Langfang,
Comprehensive Business Premise, building Hebei
Police Station, Business Premise Project
GERISTHEEEBARE
REFT - EBAEIRE)

3. Cangzhou Evergrande Yangsheng Valley 6.88 Residential Cangzhou,
Phase | (First Bid Section) Residential building Hebei
Plot Main Body and Supporting
Construction Project
CEMEXREERE—H (1IFR&R)

FEMREEREERRTE)

4, Beijing New Airport Education and 7.7 Public Beijing
Scientific Research Station Project building
LRSS E R EIER)

5 General Contracting of Design and 9.1 Industrial Dongguan,
Construction of Songshan Lake building Guangdong
(Ecological Park) Robot Intelligent
Equipment Manufacturing Industry
Accelerator (ALK (EREE) HBARE
REREEFMRBRTEIEAR)

6. First Bid Section of Phase Il of 12.20 Residential Baoding,
Poverty Alleviation Relocation Project building Hebei

in Fudong New District (RE# &
SHEBRBIR -_H—ER)
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BUSINESS OVERVIEW

Representative projects of construction in progress

Business
No. Name of project Contract value segment Region
(RMBI100O million)

1, First Bid Section of Hebei BSR Rail 7.38 Industrial Baoding,
Transit Rolling Stock Equipment Co., Ltd. construction Hebei
Hebei BSR Rolling Stock Manufacturing
Base (At RESBRBEREHEARAA
At REEEEMIEE E—RR)

2. 9 items including 24-3# residential 5.57 Residential Beijing
building (Shunyi District Renhe Town building
Linhe Village Shanty Town Renovation
Land Development B Area Project
(Integration of Dongcheng Resettlement
Housing)) (24-3#FE£%91 (EXE
S RNSRER A A P [ B+ 3 I B
BREEE (HERWZER) ))

3. Phase Il of Project in Changsheng Home 3.99 Residential Baoding,
Western District (RIKBE AR —HT2) building Hebei

4, Beijing New Airport Education and Scientific 717 Public Beijing
Research Station Project building
CtRIESHE R EMIER)

5 EPC General Contracting of Hangzhou 5.49 Public Hangzhou,
Economic Technical Development Area building Zhejiang
Cultural Ancillary Housing (i 482
RiTRER M RRERFEPCAXESD)

6. Buildings 1to 7 and Underground Garage 5.78 Commercial Baoding,
Project Construction for Low-voltage building Hebei

Distribution Switch Control Appliance
Manufacturing and Development Project ({£&
REFRBEFSRRBRER
REBEER-75RE R TEETLRETL)
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Representative projects of"completed projects

Interim Report 2019

Business
No. Name of project Contract value segment Region
(RMBI100 million)

1. 7 items including 2# residential building 1.69 Residential Beijing
(renovation project of old small communities building
in town) (R2 Class Il residential land plots
SY00-0005-6007 and 6005 project
in Renhe Town Shunyi District
(supplemented with “Limited Price
Commercial Housing” project))

Q# FxE (HEZE/)\ESEEE)
%778 (JEEECHMESY00-0005-6007
60054 RR2_ R Aty (Ao
(RERRERE] ) BER))

2. First Bid Section of Xushui Economic 2.16 Residential Baoding,
Development Zone Fuyang Gardens building Hebei
Zone C Project (R EBEHRER
FHEECRIE 1K)

3. CAAC Northern China Aviation 227 Public Beijing
Management Production and Operation building
Centre Project (RMEILZELE
EBITROLIR)

4, Domestic Freight Station Project of 2.92 Public Langfang,
Beijing New Airport China Southern building Hebei
Airlines Base Sixth Bid Section Freight
Facilities Project (3t R¥T 35 R
EWE EREERNERRAGELTRE)

5, Changsha IFS Underground Space 2.24 Commercial Changsha,
Development Communities Project building Hunan
(NWEERE&F L TERRAEREIR)

6. Beijing Haige Communications Industrial 4.39 Industrial Beijing
Park Project Gt /G BEEXETE) building




BUSINESS OVERVIEW

Infrastructure Construction Business

In addition to our core building construction business, we are also providing increasing
construction contracting services for municipal and transportation infrastructure projects,
including facilities for water supply and treatment, gas and heating, urban pipelines, roads,
bridges and airport runways. We undertake most of such construction projects as general
contractor. Our infrastructure construction customers are primarily local governments. For the
six months ended 30 June 2019 and 30 June 2018, new contracts were valued at RMB6,872
million and RMB8,260 million, respectively, and for the six months ended 30 June 2019,
ongoing contract backlog was RMB18,458 million as compared with RMB14,672 million for the
corresponding period of 2018.

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 68.72 82.60
Share of Beijing-Tianjin-Hebei 41.02% 57.28%
Share of other regions 58.98% 42.72%

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 68.72 82.60
Share of municipal infrastructure construction 59.68% 59.95%
Share of transportation infrastructure construction 40.32% 40.05%
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Representative projects of the infra%t?uc_t_ure construction business are as follows:

Representative projects of new contracts

Business
No. Name of project Contract value segment Region
(RMBI100 million)

1. Quinta, Ethiopia - Garsner Road Project 459 Transportation  Amhara,
Contract: Quinta - Kurba Segment infrastructure Ethiopia
(Km 31+500-110+740) (REH L B construction
BB - ER IRER -
B~ BRER(Km 31+500-110+740))

2. EPC+F Contracting of Western China 16.13 Municipal Guangyuan,
(Guangyuan) Green Home Industry Startup infrastructure Sichuan
Zone Xinsheng Group Project construction
(PEER (Br) #exXEEFH
MR —HEAEEE HRR ik
TIRE—BILABEPCHR))

3. General Contracting of Mozambique 2.27 Transportation  Saskatchewan,
Saskatchewan Airport Project infrastructure Gaza Province,
(Bid Section for Airfield) ((BE &% construction Mozambique
EEWSEE (RTTRER) IR
BERBER)

4, Second Bid Section of Yunfu City 2.31 Transportation  Yunfu,
Duyang to Yun’an Highway Connection infrastructure Guangdong
Segment Project (RK1+545~K4+041.145, construction

LK1+546.5-K4+041145) (BFH
TEEELXRRIREIREER

T8 B 5 —1ZB (RK1+545-K4+041.145,
LK14546.5-K4+041.145))

¢
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- ..
Representative project of construction in progress

Business
No. Name of project Contract value segment Region
(RMBI100 million)

1, National Highway G102 Qinhuangdao City 2.03 Transportation  Qinhuangdao,
Segment Alteration Works (B&G1024 infrastructure  Hebei
REETMRBESETE) construction

Representative projects of completed properties

Business
No. Name of project Contract value segment Region
(RMBIOO million)

1. Bid Section 008 of Beijing New Airport 4.38 Municipal Beijing
Working Area Project (Municipal infrastructure
Transport) - Bridge and Pipe Network construction
Project (Gt R#THIS T 1ER T2
(MEAE) - BR R EAIR008IRR)

2. Bid Section FXQ-CD-0T11 of Beijing 512 Municipal Beijing
New Airport Airfield Road Project infrastructure
Tendering QL RETM IS RITE S E construction

TiBFXQ-CD-OTMZ R i LIRIE)
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BUSINESS OVERVIEW

Specialized and Other Construction Contracting Business

We also undertake construction contracting projects by leveraging our qualifications and
experience in specialized areas such as electrical and mechanical installation and construction
of steel structures. Our electrical and mechanical installation works generally cover the supply,
installation and maintenance of equipment for power plants, pipelines for heating and natural
gas, as well as air-conditioning, mechanical ventilation and exhaust air systems. Steel structure
construction generally refers to the building of the structural supporting elements comprising
steel columns, girders and beams of a construction project. For the six months ended 30 June
2019 and 30 June 2018, new contracts were valued at RMB3,678 million and RMB4,112 million,
respectively, and for the six months ended 30 June 2019, ongoing contract backlog contract
value in 2019 was RMB12,798 million as compared with RMB7,360 million for the corresponding
period of 2018.

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 36.78 4112
Share of Beijing-Tianjin-Hebei 42.44% 82.87%
Share of other regions 57.56% 17.13%

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

Six months ended 30 June

Year 2019 2018
RMB 100 million 36.78 41712
Share of electrical and mechanical installation 24.79% 2.00%
Share of steel structures 16.24% 7.63%
Share of other construction business 58.97% 90.37%
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Representative projects of the specialized and other construction contracting business are as

follows:

Representative projects of new contracts

Business
No. Name of project Contract value segment Region
(RMBI100 million)

1. EPC General Contracting of Lushui 3.44 Other Lushui,
Late-maturing Mango Industry Poverty construction Yunnan
Alleviation Project GEKTIEHATER business
EXHRBEEHRREIEAR)

2. EPC General Contracting of Mechanical 3.57 Steel Structure  Xuzhou,
Critical Components Manufacturing Jiangsu
Industrial Park of Feng County
Economic Development Zone High-Tech
Industrial Park Innovation and Startup
Incubator Standardised Plants Construction
Project (BB EREE SR
EXERER RERERER
BB MW EEART I ERE
R RBERTI TRREAR)

3. EPC General Contracting of 100 MW 5.20 Mechanical Baotou,
Photovoltaic Base Project in Yingneng and electrical Inner Mongolia
Photovoltaic Power Development Co., Ltd. installation

of Tumert Right Banner (+ B4 H1E
HEEHRENHAEERABI00KE
YR E 8 B EPCHAR)

>
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BUSINESS OVERVIEW

PART Il RESEARCH AND DEVELOPMENT ACHIEVEMENTS
AND AWARDS

The Company has expanded its market to 31 provinces, municipalities and autonomous
regions, as well as nearly 10 overseas countries. As of present, it has launched 22 projects
and participated in 12 projects that won the Lu Ban Awards. The Company has received the
“National Quality Award (2BEIE£48)”, “National Quality Project Award (BEIXREEG T25)",
“Steel Structure Gold Award (Hi##E&8)”, “Star of China Installation Award (£ 2 £21#)"
and “National Decoration Award (ZEZ#E)", and was accredited for over 600 “Provincial
Quality Construction (28I )" and more than 300 provincial or above “Safety Civilization
Construction Sites (£& X THb)".

The Company was awarded the “Second Prize of the National Science and Technology Progress
Award (BIRFHREH —%8)”, the “Innovation Achievement Award of the China Construction
Industry Association (FREZEZERSEIFHKELR)” and a large number of provincial-level science
and technology achievements and patents.

Following the introduction of the performance excellence management model, the Company
won the “National Quality Award (ZEI'E £#2)” and two “Provincial Government Quality Awards
(BHFEE%)”. Recognized by the MOHURD, it was one of the 20 recipients of the “National
Excellent Project Quality Management Enterprise Award (2B IREEEEFEEFLE)”. It also

received the title of “National Model of Workers’ Home (ZB#E &8 T 2 %)” and the “National 1st
May Labour Award (2B E—% 8 HEA%)”. Highlights included:

1. In the first half of 2019, the Company led or participated in the formulation of four
sets of regulations, standards and rules, and was in the process of preparing 25 sets of
regulations, standards and rules.

2. In the first half of 2019, 13 provincial-level scientific plans and demonstrative projects of
the Company passed the acceptance assessment, four of which were among the top in
China.

3. In the first half of 2019, the Company submitted 106 patent applications in China, including
nine applications for invention patents, and was granted 51 patents (including three
invention patents).

4, In the first half of 2019, the Company was awarded two “China Steel Structure Gold
Awards (FEISA&RE S 2)” and 31 provincial-level quality construction awards.

Interim Report 2019 ]5



BUSINESS OVERVIEW

PART Il OUTLOOK

The Report of the 19th National Congress of the Communist Party of China (“NCCPC”) stated
that the socialism with Chinese characteristics has entered a new era. China’s economy is
undergoing transition from rapid growth to high quality development and is in the critical
period for transformation of development mode, optimization of economic structure and switch
of growth drivers. For construction industry, as the development driven by rapid scale-up
gradually subsides, traditional construction industry is facing unprecedented opportunities and
challenges. Under the new normal, construction industry has a crucial but long way to go for
the difficult mission of reform and development.

As general working principles of 2019, the Company will uphold Xi Jinping’s Thought on
Socialism with Chinese Characteristics for a New Era and the idea of the 19th NCCPC, firmly
support the decisions and plannings of the Party Central Committee and the State Council, and
adhere to the new development concepts. By focusing on the key tasks of the year and with
the goal of enhancing construction quality and safety level, the Company will actively promote
green construction and smart construction, strive to support the “Belt and Road Initiative”,
and keep a pragmatic, enterprising and innovative mindset to support the in-depth reform and
development of construction industry.

The A Share Offering and Listing plan is a major breakthrough for the Company’s strategic
planning in domestic financial and capital market, and we have set the A Share listing as our
new goal.

Xiong’an New Area is located in Hebei Province, and as a leading player in the construction
industry of Hebei Province, the Company is set to be embraced with great development
opportunities from the broad market in Xiong’an New Area. We will keep in touch with the
government, financial institutions, central and state-owned enterprises and major property
developers to actively explore mutually beneficial cooperation opportunities.

Based on the market-oriented approach, we will fully utilize our platforms and the benefits
from supportive national policies to carry out research on professional technologies critical
to the Group, thereby gradually build up our own core advantages and convert them into
technological methodologies and promising environmental-friendly products. In addition,
we will also facilitate the Group to expand to new sectors and tender and negotiate for new
professional technologies.
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BUSINESS OVERVIEW

We will leverage on the Group’s advantage in nationwide construction to find common elements
in the construction drawings of different major design institutes and intensively integrate
design with construction, so as to achieve collaborative operation among design, construction
and procurement. Through this effort, we can carry out construction and procurement
directly based on design and adjust the design based on actual situation of construction and
procurement, thereby gradually develop the design institute into an engineering design and
research institute.

We will strive to facilitate project planning to achieve full coverage and strengthen the process
management of construction projects to effectively improve “yield from single project”.

Based on the requirements of the manual for standardized management of construction
projects, we will hold ourselves accountable to the users, benchmark our works against the
model projects, strengthen our on-site management capability, and uphold the craftsmanship
spirit of pursuing excellence to deliver quality model projects.

For in-depth integration of Internet and information technology in construction industry, we
will focus on facilitating the integrative application of Building Information Modeling (BIM) to
enable information sharing and informatization management throughout the project life cycle.
For promotion of modern industrialized production and construction, we will put great efforts
in promoting prefabricated component construction, deeply implement green construction and
fully facilitate the use of green construction material, design, construction and operation.

Interim Report 2019 ]7



MANAGEMENT DISCUSSION AND ANALYSIS

REVENUE AND GROSS PROFIT

Six months ended 30 June 2019 Six months ended 30 June 2018
Gross Gross
Revenue Costs profit  Proportion Revenue Costs profit  Proportion
(RMBIOO  (RMBI0O (RMBIDO  (RMBIOO
million) million) % % million) million) % %
Building construction business 141.24 134.13 5.0 70.9 124.62 19.47 41 64.5
Infrastructure construction
business 36.69 34.86 5.0 18.4 5059 4760 59 262
Specialized and other construction
contracting business 2115 19.77 6.5 10.7 181 175 53 9.3
Total 199.08 188.76 5.2 193.32 184.22 4.7

The construction business revenue for the period for the six months ended 30 June 2019 slightly
increased by RMB576 million as compared with the corresponding period of 2018, of which the
main reasons for the changes of each business segment are as follows:

Revenue of our building construction business for the first half of 2019 significantly increased as
compared with the corresponding period of 2018. Of which, the residential building construction
business as the largest segment of our building construction business in terms of revenue
contribution. In recent years, due to the urbanization expansion of second and third tier cities,
and as most property development projects of our Group are concentrated in second and third
tier cities of mainland China, we grasped greater opportunities for development. Industrial
building construction remained generally stable in the first half of 2019 as compared with the
corresponding period of last year, which was mainly due to the Company’s active consolidation
of the business around Beijing-Tianjin-Hebei Region, and in the meantime, leveraging on its
reputation upon listing, the Company strove to expand the industrial building construction
business in other regions, such as Yangtze River Delta, Anhui region, etc., enabling the
performance of industrial building construction to remain generally stable.

Revenue of our infrastructure construction business decreased in the first half of 2019 as

compared with the corresponding period of last year, which was mainly due to the decrease in
newly undertaken public construction projects of the Company since 2019.

]8 Hebei Construction Group Corporation Limited



MANAGEMENT DISCUSSION AND ANALYSIS

The income of specialized and other construction business increased in the first half of 2019
as compared with the corresponding period of last year. The business mainly comprised of
electrical and mechanical installation, steel structures and other construction business. Such
type of projects generally have shorter cycle and can be completed within one year. The main
reason for the increase was the significant increase in contracts for commencement of work in
the first half of 2019.

Gross profit margin of the Group’s construction revenue slightly increased in the first half of
2019 as compared with the corresponding period of 2018. As the Group has paid more attention
to the quality of construction projects in recent years, the gross profit margin has increased
steadily in general with increased quality projects and enhanced cost management and control.

SELLING COSTS

Selling costs of the Group were approximately RMB9 million in the first half of 2019, representing
a decrease of RMB5 million as compared with the corresponding period of 2018, which was
mainly due to the Group’s strategic adjustment and the shrinking of property development
business year by year. Accordingly, the Group reduced the employment of property sales
personnel, resulting in a significant decrease in the remuneration of sales personnel incurred
from real estate companies in the first half of 2019 as compared with corresponding period of
2018. In addition, the property exhibition fees and other sporadic expenses were also further
reduced along with the shrinking of property business of the Group year by year.

ADMINISTRATIVE EXPENSES

Administrative expenses of the Group were RMB167 million in the first half of 2019, remaining
generally stable as compared with the corresponding period of 2018.

RESEARCH AND DEVELOPMENT COSTS

Research and development costs of the Group increased by RMB35 million in the first half of
2019 as compared with the corresponding period of 2018, mainly because the Group began to
set up more research and development groups since the second half of 2018 and encouraged its
member companies to engage in the research and development projects. A total of 168 research
and development projects were commenced by the Group in the second half of 2018, which
are still in process under the investigation and research stage in 2019. Therefore, the research
and development costs incurred for the period increased significantly as compared with the
corresponding period of last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

CREDIT IMPAIRMENT LOSSES

Asset impairment losses were RMB64 million from January to June 2019, which was mainly
due to the Group’s expectation of increasing future credit losses on accounts receivable and
contract assets based on the macroeconomic situation and customer credit conditions since the
second half of 2018.

INCOME TAX EXPENSES

Income tax expenses of the Group were RMB168 million from January to June 2019,
representing a decrease of RMB30 million as compared with the corresponding period of 2018.
The increase in pre-tax profit and the decrease in income tax expenses were mainly due to the
decrease in the unrecognized deductible temporary differences and deductible losses, as well
as the increase in the profit attributable to associates and the super deduction on research and
development expense.

NET PROFIT

Based on the above factors, net profit of the Group for the six months ended 30 June 2019 was
RMB568 million, representing an increase of approximately RMB88 million as compared with the
corresponding period of last year.

LIQUIDITY, FINANCIAL SOURCES AND CAPITAL STRUCTURE

The Group finances operations primarily through cash generated from operating activities and
interest-bearing borrowings. As of 30 June 2019 and 31 December 2018, the Group had cash and
cash equivalents funds of approximately RMB4,189 million and approximately RMB6,688 million,
respectively.

CURRENCY FUNDS

As of 30 June 2019, currency funds of the Group were RMB4,189 million, representing a
decrease of RMB2,499 million as compared with the end of 2018, which was mainly due to the
greater amount of net cash outflows from operating activities. Cash outflows from operating
activities for project tendering and construction work were generally great in the first half of
year, while the repayment from customers were not usually made during the period; the great
amount of net cash outflows from investment activities included cash paid for purchasing and
construction of fixed assets, intangible assets and other long-term assets and cash paid for
investments.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL POLICY

The Group regularly monitors cash flow and cash balances. Furthermore, it is dedicated to
maintaining the optimal liquidity level required for working capital and keeping its business
and multiple growth strategies at a stable and healthy level during the Reporting Period. In
the future, the Group intends to finance operations through cash generated from operating
activities and interest-bearing borrowings.

FINANCIAL ASSETS HELD FOR TRADING

As of 30 June 2019, financial assets held for trading were RMB1,184 million, representing an
increase of RMB454 million as compared with the end of 2018, the Group’s bills receivable
balances from the counter party increased at the end of the Reporting Period. And the Group
classified the bills receivable as financial assets measured at fair value through profit or loss
according to the accounting policies.

ACCOUNTS RECEIVABLE

As of 30 June 2019, the net value of accounts receivable was RMB5,708 million, representing a
decrease of approximately RMB257 million as compared with the end of 2018, mainly due to the
recovery of some accounts receivable from projects during the Reporting Period, resulting in an
insignificant decrease.

OTHER RECEIVABLES

As of 30 June 2019, balance of other receivables of the Group was RMB2,223 million,
representing a decrease of approximately RMB1,994 million, or 47%, as compared with the end
of last year. Such change was mainly attributable to the greater efforts in collecting the amount
of other receivables by the Group for the Reporting Period, resulting in the significant decrease
in the balance of other receivables.

CONTRACT ASSETS AND CONSTRUCTION SERVICES
CONTRACT LIABILITIES

The net value of contract assets as of 30 June 2019 was RMB42,585 million, representing an
increase of approximately RMB3,819 million as compared with the end of 2018, which was in
line with the overall progress of projects. Contract liabilities as of 30 June 2019 were RMB5,214
million, representing an increase of approximately RMB148 million as compared to the end of
2018. It was mainly due to the enhanced settlement progress of some quality projects in 2019 of
the Group, resulting in the significant increase in contract liabilities as compared to last year.

<
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MANAGEMENT DISCUSSION AND ANALYSIS

SHORT-TERM BORROWINGS, LONG-TERM BORROWINGS AND
NON-CURRENT LIABILITIES DUE WITHIN ONE YEAR

Short-term borrowings, long-term borrowings and non-current liabilities due within one year
of the Group mainly include long-term and short-term borrowings from financial institutions,
entrusted loans and lease liabilities. The balances of relevant borrowings as at 30 June 2019
increased by RMB398 million as compared with the end of 2018, mainly due to the increase in
new borrowings of the Group in the first half of 2019.

ACCOUNTS PAYABLE

Accounts payable balances as at 30 June 2019 were RMB35,819 million, representing a decrease
of RMB3,137 million as compared with the end of 2018, which was because the purchase amount
of the Group during the second half of the year was greater than that of the first half of the year
without any significant changes in the settlement rate.

FINANCIAL RATIOS

30 June 31 December

2019 2018
Current ratio (times) @ 1.1 11
Quick ratio (times) @ 1.1 1.0
Gearing ratio ® 72.2% 52.1%
Return on assets ® (not annualized) 0.9% 2.0%
Return on equity © (not annualized) 9.9% 22.3%
Notes:
M Current ratio (times) represents total current assets divided by total current liabilities as at the relevant date;

(2) Quick ratio (times) represents total current assets minus inventory divided by total current liabilities as at the
relevant date;

(3) Gearing ratio represents total interest-bearing liabilities divided by equity as at the relevant date and multiplied
by 100%;

4) Return on assets represents profit for the period/year divided by the average of total assets at the beginning
and end of the period/year and multiplied by 100%;

(5) Return on equity represents profit for the period/year divided by the average of total equity at the beginning
and end of the period/year and multiplied by 100%.
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INTEREST-BEARING BANK AND OTHER BORROWINGS

As of 30 June 2019, the Group’s interest-bearing borrowings were approximately RMB4,033
million (31 December 2018: approximately RMB3,635 million), bearing an effective annual
interest rate ranging from 4.7% to 12.0% per annum (31 December 2018: annual interest rate
ranging from 4.7% to 12.0%).

CAPITAL COMMITMENT
As at 30 June 2019, the Group did not have any significant commitments.
CONTINGENT LIABILITIES

As at 30 June 2019, the Group did not have any significant contingent liabilities.

SIGNIFICANT SALES OR DISPOSAL

Except for the Notes V.2. and V.3. of the Notes to Financial Statements in this report, the
Group increased the investment in the joint venture, Qinhuangdao Yuanji Road Construction
Management Co., Ltd., by RMB300 million, increased the investment in the associated company,
Jianwei one-longitudinal-two-horizontal Project Management Co. Ltd, by RMB57 million.

OTHER EQUITY INSTRUMENT INVESTMENT

During the Reporting Period, the Group increased the investment in China Risun Group Limited
by RMB112 million.

RMB EXCHANGE RATE FLUCTUATIONS AND EXCHANGE RISK

Most of the Group’s businesses and all bank loans have been traded in RMB so there is no
significant foreign exchange fluctuation risk. The Board does not expect that fluctuations in the
RMB exchange rate and exchange fluctuations of other foreign currencies will have a significant
impact on the Group’s business or performance. The Group currently has no relevant foreign
exchange risk hedging policies and therefore it has not carried out any hedging transactions to
manage the potential risks of foreign currency fluctuations.

EMPLOYEE AND REMUNERATION POLICIES

As of 30 June 2019, the Group has had a total of 7,796 full-time employees (31 December 2018:
7,036). Through integrating human resources strategy and based on different job classification,
the Group has established a performance and competence-oriented remuneration system
and competitive remuneration standards with reference to the remuneration level of relevant
enterprises in the same region and the same industry, providing effective guarantee for
recruiting, retaining and motivating talents, as well as the pursuit of human resources strategy
of the Company.

<«
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OTHER MATTERS

ISSUED SHARE CAPITAL

As at 30 June 2019, the total share capital of the Company was RMB1,761,383,500, divided into
1,761,383,500 Shares with a nominal value of RMB1.00 each. During the Reporting Period, there
was no change in the share capital of the Company.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company is committed to achieving and maintaining a high level of corporate governance
to meet business needs and shareholders’ requirements.

To ensure that the Company is able to fully fulfill its obligations under the Listing Rules, the
Company has established an effective corporate governance structure and is committed to
continually improving its internal control and corporate governance mechanisms.

The Company also operates in strict accordance with the Articles of Association, the Working
Rules of the Committees under the Board of Directors, the Company Law, and the relevant
laws, regulations and regulatory documents, as well as the relevant provisions of the Hong Kong
Stock Exchange, so as to do a good job in corporate information disclosure and investment
relationship management and service.

During the six months ended 30 June 2019, the Company had complied with all the code
provisions as set out in the Corporate Governance Code and Corporate Governance Report in
Appendix 14 to the Listing Rules and had adopted most of the recommended best practices as
set out in Appendix 14 to the Listing Rules.

SECURITIES TRANSACTIONS BY DIRECTORS AND
SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as the code for all
Directors and Supervisors to conduct transactions of the Company’s securities. The Company
has made specific inquiries to all Directors and Supervisors about their compliance with the
Model Code, and they all confirmed that they have complied with the standards specified in the
Model Code during the six months ended 30 June 2019.
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ADOPTION OF THE CHINESE ACCOUNTING STANDARDS
FOR BUSINESS ENTERPRISES TO PREPARE FINANCIAL
STATEMENTS, NON-REAPPOINTMENT OF OVERSEAS AUDITOR
AND APPOINTMENT OF DOMESTIC AUDITOR FOR 2019 AND
DETERMINATION OF ITS REMUNERATIONS

On 25 March 2019, the Board considered and approved, among other things, the proposals in
respect of adoption of the Chinese Accounting Standards for Business Enterprises to prepare
financial statements, ceasing to re-appoint overseas auditor and the proposal to appoint
domestic auditor for 2019 and determine its remunerations. Such proposals were considered
and approved as an ordinary resolution on the 2018 AGM held on 20 June 2019. Since the
accounting year from 1 January 2019, the Company will change to only adopt and comply with
the Chinese Accounting Standards for Business Enterprises to prepare financial statements of
the Company. Therefore, the interim results of the Company for the six months ending 30 June
2019 will only be prepared in accordance with the Chinese Accounting Standards for Business
Enterprises. In addition, the Company will not re-appoint Ernst & Young as the overseas auditor
of the Company for the year of 2019 and will re-appoint Ernst & Young Hua Ming LLP as the
Company’s domestic auditor for the year of 2019. The above auditor will perform audits on the
financial statements prepared by the Company in accordance with the Chinese Accounting
Standards for Business Enterprises and undertake the duties of the overseas auditor in
accordance with the Listing Rules for a term of office until the end of the 2019 AGM. The Board
has already been authorized at the 2018 AGM and it has further authorized the president of the
Company to determine the remunerations of appointment of the above-mentioned auditor. For
details, please refer to the announcements of the Company dated 25 March 2019 and 20 June
2019 and the 2018 AGM circular dated 31 May 2019.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

On 25 March 2019, the Board considered and approved, among other things, the proposal in
respect of amendments to the Articles of Association, which was for the amendments on the
relevant articles in the Articles of Association involving the adoption of the Chinese Accounting
Standards for Business Enterprises to prepare financial statements. On 30 April 2019, the Board
considered and approved, among other things, the proposal in respect of amendments to the
Articles of Association, which was for the amendments on the relevant articles in the Articles
of Association involving business scope. The above proposals were considered and approved
as special resolution at the 2018 AGM on 20 June 2019. The revised Articles of Association
took effect from 20 June 2019. The whole text of the revised Articles of Association has been
published on the HKEXnews website of Hong Kong Stock Exchange and the website of the
Company. For details, please refer to the announcements of the Company dated 25 March 2019,
30 April 2019 and 20 June 2019, and the 2018 AGM circular dated 31 May 2019.
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On 19 July 2019, the Board considered and approved, among other things, the proposal in
respect of amendments to the Articles of Association. In order to prepare for the A Share
Offering and Listing of the Company and render the Company to be in compliance with the
requirements of listed companies regarding compliance governance and other respects,
according to the requirements of relevant laws, regulations and regulatory documents, including
the Company Law and the Guidelines for Articles of Association of Listed Companies ( { £
AREFRIES|) ), the Company proposes to make modifications and improvements to certain
clauses in the Articles of Association. The numbering of the clauses of the original Articles of
Association is respectively amended due to the additions and deletions of some of the clauses
by the proposed amendments. The revised Articles of Association will be implemented after the
A Share Offering and Listing. Prior to that, the current Articles of Association of the Company
shall remain in force. The resolution will be proposed as a special resolution at the 2019
second extraordinary general meeting of the Company to be held on 16 September 2019 for
consideration. For details, please refer to the announcement of the Company dated 19 July 2019
and the circular of 2019 second extraordinary general meeting and 2019 first H shareholders
class meeting of the Company dated 27 August 2019.

Other than the above, there was no other major changes on the Articles of Association by the
Company during the Reporting Period.

CHANGE OF EXECUTIVE DIRECTOR

Ms. Liu Shuzhen resigned as an executive Director, a vice president and the chief economic
officer of the Company on 8 January 2019, due to reaching her retirement age.

On 25 February 2019, as approved by the 2019 first extraordinary general meeting of the
Company, Mr. Zhao Wensheng was appointed as an executive Director of the first session of
the Board, with a term commencing from 25 February 2019 to the expiration of the term of the
current session of the Board. Mr. Zhao Wensheng shall be eligible for re-election upon expiry of
the term in accordance with the Articles of Association. For details, please refer to the circular
of 2019 first extraordinary general meeting of the Company dated 14 January 2019 and the poll
results of 2019 first extraordinary general meeting of the Company dated 25 February 2019.
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THE EQUITY SWAP AND TRANSFER AGREEMENT AND THE
ENGINEERING CONSTRUCTION SERVICE FRAMEWORK
AGREEMENT

On 17 May 2019, the Company, Baoding Zhongcheng, Zhongming Zhiye and Qiangiu
Management entered into the Equity Swap and Transfer Agreement, pursuant to which, the
Company proposed to swap the Disposal Subject held by it with the Acquisition Subject held
by Zhongming Zhiye. Meanwhile, Baoding Zhongcheng transferred the Equity Transfer Subject
held by it to Qiangiu Management. The consideration shortfall between the Disposal Subject and
the Equity Transfer Subject as well as the Acquisition Subject was made up by the Company in
cash to Zhongming Zhiye. For details, please refer to the announcement of the Company dated
17 May 2019, the 2018 AGM circular dated 31 May 2019 and the poll results of 2018 AGM dated
20 June 2019.

On 17 May 2019, the Company and Zhongming Zhiye entered into the Engineering Construction
Service Framework Agreement, pursuant to which, the Group provides engineering construction
services, including but not limited to engineering procurement construction, decoration and
landscape engineering, to Zhongming Zhiye and its associates in the daily business process,
and Zhongming Zhiye and its associates will pay service fees to the Group. For the three years
ending 31 December 2019, 2020 and 2021, the maximum annual amounts of total service fee
charged by the Group for providing engineering construction services to Zhongming Zhiye
and its associates shall not exceed RMBT1,100 million, RMB1,200 million and RMB1,400 million,
respectively. For details, please refer to the announcement of the Company dated 17 May 2019,
the 2018 AGM circular dated 31 May 2019 and the poll results of 2018 AGM dated 20 June 2019.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor its subsidiaries has purchased, sold or redeemed any of its listed
securities for the six months ended 30 June 2019.

DIVIDEND DISTRIBUTION
2018 Final Dividend

According to the Profit Distribution Proposal of the Company for 2018 considered and
approved by the Shareholders of the Company on the 2018 AGM on 20 June 2019, the Company
will distribute cash dividends out of the approximately 33% of the accumulative distributable
reserve as of 31 December 2018 to Shareholders, totalling RMB528,415,050.00. The Board
will distribute 2018 final dividend of RMBO0.30 per share (tax inclusive) in cash to its domestic
Shareholders and H Shareholders whose names appear on the register of members on Thursday,
4 July 2019. Such dividend was distributed on Thursday, 1 August 2019. For details, please refer
to the 2018 AGM circular dated on 31 May 2019 and the announcements dated on 20 June 2019
and 10 July 2019.
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2019 Interim Dividend

The Board has not made recommendation on the distribution of an interim dividend for the six
months ended 30 June 2019.

USE OF PROCEEDS FROM THE IPO AND CHANGE OF USE

The Company was listed on the Main Board of the Hong Kong Stock Exchange on 15 December
2017. According to the Appraisal Report on the Use of Previously Raised Proceeds (An Yong
Hua Ming (2019) Zhuan Zi No. 61319209 _J03) issued by Ernst & Young Hua Ming LLP (the
“Appraisal Report on the Use of Previously Raised Proceeds”), the Company intended to use
the net proceeds (net of Stock Exchange trading fee, SFC transaction levy, registration fee and
fees charged by the receiving banks) from the Company’s IPO of new Shares for the purpose
of its listing on the Stock Exchange and issue of new Shares upon partial exercise of the
Over-allotment Option (as defined in the Prospectus) amounted to approximately HK$1,972.25
million for the proposed purposes stipulated in “Future Plan and Proceeds Purpose” in the
Prospectus dated on 5 December 2017.

Reference is made to the circular of 2019 first extraordinary general meeting of the Company
dated 14 January 2019 and the poll results of 2019 first extraordinary general meeting dated
25 February 2019. On 25 February 2019, the resolution in respect of the change in use of net
proceeds from the Global Offering was considered and approved on the 2019 first extraordinary
general meeting of the Company, including (1) the equity investment amount initially to be used
under the Group’s existing and future PPP projects be adjusted to be used to fund the Group’s
existing and future equity investment; (2) certain net proceeds initially to be used to fund the
Group’s equity investment commitments under existing and future PPP projects (approximately
RMB157.78 million) be allocated to be used for general corporate purposes of the Group,
including but not limited to payment of office rent, maintenance costs, employee costs,
professional expenses and other expenses in the daily operation of the Company (the “Change”).
Other than the above Changes, there is no other change in use of net proceeds from the Global
Offering of the Company.
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As of the end of the Reporting Period, the use of net proceeds from the Global Offering of the

Company is as follows:

Amount of net proceeds used

Remaining net proceeds

The use of net proceeds as at 30 June 2019 as at 30 June 2019
Approximate Approximate Approximate Approximate
amount percentage amount percentage
(RMB million) (%) (RMB million) (%)
Proceeds used to undertake
the construction of certain
construction contracting
projects remain to be
completed 624.35 39.57 6.77 0.43
To fund the Group’s existing
and future equity investment
commitments 313.17 19.85 160.17 10.15
To repay the principal of and
interest on the Group’s loans
on or before their respective
maturity dates 144.00 913 13.78 0.87
General corporate purposes 225.44 14.29 90.12 57
Total* 1,306.96 82.84 270.84 17.16
* The inconsistency between the sum of the amounts paid for various purposes in this table and the figures shown
in the Appraisal Report on the Use of Previously Raised Proceeds is due to rounding.
* In preparing the above table, the exchange rate applied is RMB0.800 = HK$1.000, and the amount of RMB is

calculated according to such exchange rate. As a result, the difference between the net value of the remaining

funds in the above table and the actual amount of funds in the retained account is due to the difference between

the controlling exchange rate and the actual exchange rate.

The Company confirmed that, during the Reporting Period, the aforementioned use of raised

funds was in line with the use of the proceeds after the Change.

The Company strictly recycled the raised funds in accordance with the relevant requirements of
the State Administration of Foreign Exchange. As at 30 June 2019, the total amount of recycling
funds was HK$1,380.50 million, the total amount of recycling funds was RMB416.40 million
and the proceeds from the settlement of exchange of Hong Kong dollars were approximately

RMB1,126.12 million.
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The Company strictly controlled the use of raised funds according to the instructions of policy
documents of the State Administration of Foreign Exchange and the use of proceeds described
in the Prospectus. As at 30 June 2019, the accumulative amounts of the raised funds paid
for various purpose by the Company was RMB1,306.96 million. Among them, approximately
RMB624.35 million was used to undertake the construction of certain construction contracting
projects; approximately RMB313.17 million was used to fund the Group’s existing and future
equity investment; approximately RMB144.0 million was used to repay the principal of and
interest on bank loans on or before the due date; and approximately RMB225.44 million was
used for general corporate purposes.

Save as used above, as of 30 June 2019, the remaining funds of the Company’s proceeds were
approximately HK$10.55 million, RMB313.53 million and USDO0.30 million had not been used,
which was deposited in a special account opened by the Company in the bank.

The Company will continue to apply the aforementioned net proceeds in accordance with the
development strategy, market conditions and the net proceeds after the Change. The Company
expects that the remaining unused proceeds will be fully utilized on or before 31 December
2020.

PROPOSED A SHARE OFFERING AND LISTING

On 30 April 2019, the Board considered and approved, among other things, the resolution
in respect of the contemplation of A Share Offering plan, pursuant to which, the Board
may authorize any executive Director or Board secretary to handle matters related to the
contemplated offering at his/her sole discretion. On 19 July 2019, the Board and the Board of
Supervisors resolved to approve, among other things, the resolutions in respect of the proposed
plan for the A Share Offering and related matters. Such resolutions will be submitted to the
2019 second extraordinary general meeting, 2019 first domestic shareholders class meeting and
2019 first H shareholders class meeting of the Company for consideration and approval, and are
all subject to the market condition and the approval of the CSRC and other relevant regulatory
authorities.

The further details of the proposed A Share Offering and relevant resolutions are set out in
“Changes in Share Capital and Information of Shareholders” from pages 32 to 40 in this report,
the announcements of the Company dated 30 April 2019 and 19 July 2019 and the circular of
2019 second extraordinary general meeting and 2019 first H shareholders class meeting of the
Company dated 27 August 2019.
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SUBSEQUENT EVENTsk‘_

Save as disclosed in this report, there has been no major subsequent events of the Company
from 30 June 2019 to the Latest Practicable Date.

REVIEW OF INTERIM RESULTS

The members of the Audit Committee are Ms. Shen Lifeng (Chairwoman of the committee), Mr.
Li Baoyuan, Mr. Cao Qingshe, Ms. Chen Xin and Mr. Chan Ngai Sang Kenny. The Audit Committee
have reviewed and confirmed the Group’s interim results announcement for the six months
ended 30 June 2019, the 2019 interim report and the unaudited interim financial statements for
the six months ended 30 June 2019 prepared in accordance with Chinese Accounting Standards
for Business.

¢
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CHANGES IN SHARE CAPITAL AND
INFORMATION OF SHAREHOLDERS

SHARE CAPITAL AND CHANGES IN SHARE CAPITAL

As at 30 June 2019, the total share capital of the Company was RMB1,761,383,500, divided into
1,761,383,500 Shares with a nominal value of RMB1.00 each, including 1,300,000,000 domestic
shares and 461,383,500 H shares. During the Reporting Period, there was no change in the share
capital of the Company.

As disclosed in the announcement of the Company dated 19 July 2019, the Board resolved to
approve, among other things, the resolutions in relation to the proposed plan for the A Share
Offering and related matters on 19 July 2019. Such resolutions will be proposed at the 2019
second extraordinary general meeting of the Company, the 2019 first domestic shareholders
class meeting of the Company and the 2019 first H shareholders class meeting of the Company
for consideration and approval. Such resolutions are subject to the necessary approval of the
CSRC and other relevant regulatory authorities.

PROPOSED PLAN FOR THE A SHARE OFFERING

Due to the needs of the A Share Offering and Listing, according to the relevant laws, regulations
and rules including the Company Law, the Securities Law of the PRC and the Administrative
Measures on Initial Public Offering and Listing ({B X FBTRENL EMEEHE) ), and upon
negotiation with the sponsor institution(s), the proposed plan for the A Share Offering and
Listing is further detailed as follows:

(M Type of Shares to be . Renminbi ordinary shares (A Share), with a par value of
issued and par value RMB1.00 each

(2)  Number of A Shares to be . It is proposed that the size of the A Shares to be
issued issued shall not exceed 25% of the total share capital

of the Company upon completion of the offering,
being 587,127,833 Shares. The specific number of the
offering will be negotiated by the Board as authorized
by the 2019 second extraordinary general meeting of
the Company, the 2019 first domestic shareholders
class meeting and the 2019 first H Shareholders class
meeting of the Company with the sponsor institution(s)
in accordance with the price consultation results and
the capital needs of the investment projects to be
funded by proceeds from the offering. The ultimate
number of the offering shall be subject to the approval
of the CSRC
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(3) Target subscribers . Inquiry targets who meet the requirements under the
national laws and regulations and the provisions of the
CSRC and other regulatory authorities, and domestic
natural persons, legal persons and other investors who
have maintained accounts at the SSE (other than those
prohibited by the national laws and regulations). The
Company shall take appropriate steps to ascertain the
eligibility of the A Share subscribers and to ensure that
no A Shares will be allotted and issued to its connected
persons and/or their associates

(4) Methods of offering . A combination of offline placement to inquiry targets
and offering by way of online subscription, or any other
methods as specified by the CSRC

(5) Offer price of the Shares . The price range will be determined first by the Board
and the sponsor institution(s) through promotion
and preliminary price consultation as authorized by
the 2019 second extraordinary general meeting of
the Company, the 2019 first domestic shareholders
class meeting and the 2019 first H shareholders class
meeting of the Company, and the offer price will then
be determined in accordance with laws and regulations
and the relevant requirements of the CSRC

In accordance with the Measures for the Administration
of the Offering and Underwriting of Securities ( (&
HETHAHEEPL) ) issued by the CSRC, the issue
price of A shares in the initial public offering can be
determined either by way of price enquiry to offline
investors, or by other legitimate and feasible methods
such as direct pricing based on negotiation between
the issuer and the lead underwriter(s)
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In accordance with the Measures for the Administration
of the Offering and Underwriting of Securities ( {ZE%
BITEHAWEBEEIOE) ), (D) if an initial public offering of
shares is to be conducted by means of direct pricing,
all the shares shall be issued to online investors without
carrying out offline price enquiries or placement, (2) if
an initial public offering of shares is to be conducted
by means of price enquiry, then once the offline
investors have submitted bids, the issue price shall be
determined by the issuer and the lead underwriter(s)
based on the remaining bids and number of
subscription applications, after excluding the portion
of offer shares with the highest bids. It is also required
that the excluded portion shall not be less than 10% of
the total number of shares to be subscribed for by all
the offline investors

According to the Company Law, shares may be issued
at a price equal to or in excess of par value, but not
below par value. As the par value of the A Shares
proposed to be issued by the Company is RMB1.00,
the issue price of the A Shares will not be lower than
RMB1.00 per Share. Save as the aforesaid regulatory
provision, no minimum issue price is set for the A
Shares proposed to be issued

When determining the actual issue price of the A
Shares, the Company will take into consideration the
following factors: (i) the Company’s financial results,
(i) the average Price-to-Earnings ratio (P/E ratio) of
other A share listed issuers which operate in the same
industry as the Company; (iii) market conditions; (iv)
the trading price of the H Shares; (v) requirements
under the relevant laws and regulations; and (vi) rules
and policies of the relevant regulatory authorities

(6) Place of listing of the . SSE
shares
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(7) Use of proceeds from . The Company proposes to use the proceeds from
the A Share Offering the A Share Offering (after deduction of offering
expenses) to invest in several PPP projects (amounting
to approximately RMB550 million), BOT projects
(amounting to approximately RMB130 million) and
other projects (amounting to approximately RMB3,275
million). It is estimated that approximately RMB3,955
million in aggregate out of the proceeds will be used in
such projects.

In the event that the actual proceeds from the A Share
Offering, after deduction of the corresponding offering
expenses, are insufficient to meet the investment
needs for all such projects, the Company will prioritize
its investment in certain of the above projects by
taking into account the urgency and materiality of
each project and the shortfall shall be eased by the
self-raised funds of the Company. If initial investment
is required for the aforesaid investment projects to
be funded by proceeds before the proceeds from the
offering are available due to factors such as operational
needs or market competition, the Company will initially
fund the projects by way of its self-owned funds, bank
loans or financing leases, etc. Once the proceeds from
the offering are available, the Company will replace
its initial investment of self-owned funds in relevant
investment projects and/or repay bank loans and/or
financing leases with the proceeds from the offering.
In the event that the actual proceeds, after deduction
of the corresponding offering expenses, are more than
those required for the aforesaid investment projects to
be funded by proceeds, the surplus will be applied to
replenish the working capital of the Company through
legal procedures in accordance with the national laws,
regulations and the relevant requirements of the CSRC

(8) Undertaking of offering . All the Shares to be offered in the public offering are
expenses new Shares and all the offering expenses incurred

thereof shall be borne by the Company

(9) Underwriting method . Standby commitment
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(10) Conversion into a joint . After the approval of the A Share Offering and
stock limited liability Listing by the CSRC, the Company will apply for the
company with Shares conversion into a joint stock limited liability company
issued and listed with Shares issued and listed domestically and
domestically and overseas overseas

(1)  Valid period of the : The relevant resolutions of the A Share Offering and
resolutions Listing shall be valid for 12 months from the date of

the approval at the 2019 second extraordinary general
meeting of the Company and the 2019 first domestic
shareholders class meeting of the Company and the
2019 first H shareholders class meeting of the Company

For further details of the proposed A Share Offering, please see the announcement of the
Company dated 19 July 2019 and the circular of the 2019 second extraordinary general meeting
and the 2019 first H shareholders class meeting of the Company dated 27 August 2019.

INTERESTS AND SHORT POSITIONS OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES IN THE SHARES,
UNDERLYING SHARES OR DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 30 June 2019, the interests and short positions of the Directors, the Supervisors and chief
executives of the Company in the Shares, underlying Shares or debentures of the Company or
its associated corporations (as defined in Part XV of the SFO) which were (i) required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they are taken or deemed to have under
such provisions of the SFO); or (ii) recorded in the register kept under Section 352 of the SFO;
or (iii) required to be notified to the Company and the Stock Exchange pursuant to the Model
Code are as follows:
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S IN SHARE CAPITAL AND INFORMATION OF SHARE

INTERESTS AND SI-I.ORT POSITIONS OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES IN THE SHARES OF
THE COMPANY

Approximate
percentage of
Approximate  shareholding
percentage of in the total

shareholding issued share
inthe relevant  capital of the

Name of the Directors, class of Shares Company
Supervisors and Number of Class of Nature of asat 30 June  asat 30 June
chief executives Capacity Shares interested  Shares interest 2019 2019
Mr. Li Baoyuan' Interest in 1,300,000,000 Domestic Shares  Long position 100% 73.8%
controlled
corporation
Notes:
1. On 30 June 2019, Qianbao Investment directly holds 7.5% of the equity interests in the Company and 43.63%

of the equity interests in Zhongru Investment. In addition, each of the 119 individuals holding in aggregate the
remaining 56.37% of the equity interests in Zhongru Investment has respectively undertaken that they have
followed since the establishment of Zhongru Investment or when each of them became a shareholder of Zhongru
Investment, and will continue to follow Qianbao Investment in exercising their voting powers at shareholders’
general meetings of Zhongru Investment and all other rights of shareholders of Zhongru Investment. Therefore,
Qianbao Investment is deemed to be interested in 100% of the equity interests in Zhongru Investment and thus
be interested in the 1,202,500,000 Shares held by Zhongru Investment for the purpose of Part XV of the SFO.

2. On 30 June 2019, Mr. Li Baoyuan directly holds 90% of the equity interests in Qianbao Investment, which is
deemed to be directly and indirectly holding 100% of the equity interests in Zhongru Investment and directly
holding 7.5% of the equity interests in the Company. Therefore, Mr. Li Baoyuan is deemed to be interested
in 100% of the equity interests, or 231,000,000 shares, in Zhongru Investment and thus be interested in the
1,300,000,000 Shares directly or indirectly held by Qianbao Investment for the purpose of Part XV of the SFO.
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CHANGES IN SHARE CAPITAL AND INFORMATION OF SHAREHOLDERS

INTERESTS AND SHORT POSITIONS OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES IN THE SHARES OF
ASSOCIATED CORPORATIONS OF THE COMPANY

Approximate
percentage of
issued share
capital of
associated

Name of the Directors, Name of corporation

Supervisors and associated Number and class  Nature of as at 30 June

chief executives corporation Capacity of shares interested interest 2019

Mr. Li Baoyuan' Qianbao Investment?  Beneficial owner 45,000,000 shares  Long position 90%

Zhongru Investment®  Interest in controlled 231,000,000 shares  Long position 100%
corporation

Mr. Li Baozhong Qianbao Investment?  Beneficial owner 5,000,000 shares  Long position 10%

Mr. Cao Qingshe Zhongru Investment®  Beneficial owner 5,000,000 shares  Long position 216%

Mr. Shang Jinfeng Zhongru Investment®  Beneficial owner 1,000,000 shares  Long position 0.43%

Mr. Zhao Wensheng Zhongru Investment®  Beneficial owner 1,000,000 shares  Long position 0.43%

Mr. Liu Yongjian Zhongru Investment®  Beneficial owner 2,000,000 shares  Long position 0.86%

Mr. Yu Xuefeng Zhongru Investment®  Beneficial owner 1,000,000 shares  Long position 0.43%

Mr. Liu Jinggiao Zhongru Investment®  Beneficial owner 498960 shares  Long position 0.22%

Mr. Yue Jianming Zhongru Investment®  Beneficial owner 498,960 shares  Long position 0.22%

Notes:

1. On 30 June 2019, Mr. Li Baoyuan directly holds 90% of the equity interests in Qianbao Investment, and Qianbao
Investment directly holds 43.63% of the equity interests in Zhongru Investment. In addition, each of the 119
individuals holding in aggregate the remaining 56.37% of the equity interests in Zhongru Investment has
respectively undertaken that they have followed since the establishment of Zhongru Investment or when each of
them became a shareholder of Zhongru Investment, and will continue to follow Qianbao Investment in exercising
their voting powers at shareholders’ general meeting of Zhongru Investment and all other rights of shareholders
of Zhongru Investment. Therefore, Mr. Li Baoyuan (through Qianbao Investment) is deemed to be interested in
100% of the equity interests, or 231,000,000 shares, in Zhongru Investment.

2. As at 30 June 2019, the total share capital of Qianbao Investment is 50,000,000 shares.

3. As at 30 June 2019, the total share capital of Zhongru Investment is 231,000,000 shares.
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CHANGES IN SHARE CAPITAL AND INFORMATION OF SHAREHOLDERS

Save as disclosed above, so far as any Directors, Supervisors or chief executives of the
Company are aware, as at 30 June 2019, none of the Directors, Supervisors or chief executives
of the Company had any interests or short positions in the shares, underlying shares or
debentures of the Company or its associated corporations (as defined in Part XV of the SFO)
which were (i) required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they are
taken or deemed to have under such provisions of the SFO); or (ii) recorded in the register kept
under Section 352 of the SFO; or (iii) required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

RIGHTS OF DIRECTORS AND SUPERVISORS TO ACQUIRE
SHARES OR DEBENTURES

As at 30 June 2019, none of the Directors or Supervisors or their respective spouses or children
under the age of 18 was granted any rights to acquire benefits by means of acquisition of
Shares or debentures of the Company, nor exercised any such rights. The Company or any
of its subsidiaries did not make any arrangement to enable the Directors, Supervisors or their
respective spouses or children under the age of 18 to acquire such rights from any other body
corporate.
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CHANGES IN SHARE CAPITAL AND INFORMATION OF SHAREHOLDERS

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN THE SHARES AND UNDERLYING SHARES
OF THE COMPANY

As at 30 June 2019, the following persons (not being the Directors, Supervisors or chief
executives of the Company) had interests or short positions in the Shares or underlying Shares
of the Company which would be required to be recorded in the register under Section 336 of
