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Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS:

(1) 2026-2028 PROJECT CONSTRUCTION SERVICES
FRAMEWORK AGREEMENT

(2) 2026-2028 PURCHASE FRAMEWORK AGREEMENT
(3) 2026-2028 SALES FRAMEWORK AGREEMENT

INTRODUCTION

We refer to OUT appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the terms of
the Continuing Connected Transaction Agreements and the transactions contemplated
thereunder (including the proposed annual caps) (the "Proposed Continuing Connected
Transactions"). Details of the which are set out in the "Letter from the Board" (the "Letter
from the Board") contained in the circular of the Company dated 10 April2026 (the
"Circular"), of which this letter forms part. Terms used in this letter shall have the same
nleanings as those defined in the Circular unless the context requires otherwise

Reference is made to the announceiiTent of the Company dated 16 February 2026. As
the 2023-2025 Project Constructioil Services Framework Agreement, the 2023-2025
Purchase Framework Agreement and the 2023-2025 Sales Framework Agreement expired
on 31 December 2025, the Company entered into the Continuing Connected Transaction
Agreements with Tianye Group on 16 February 2026.

10 April2026

Unit 1402,141F., Winsome House, 73 Wyndham Street, Central, Hong Kong
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Froiii the commencement date of the term of the Continuing Connected Transaction
Agreements (i.e., I Januai'y 2026) up to the Latest Practicable Date, no transaction has been
conducted by the Group PUTSuant to the Continuing Connected Transaction Agreements
Furthermore, the Group will not connnence any transaction PUTSuant to the Continuing
Connected Transaction Agreements prior to obtaining Independent Shareholders' approval
in respect thereof.

As at the Latest Practicable Date, Tianze Water Investment is a controlling
shareholder of the Company holding approximately 60.42% of the issued share capital of
the Company in total. Tianye Group is entitled to exercise all aggregate of 51.00% of the
voting rights in Tianze Water Investment, which is a subsidiary of Tianye Group, and its
financial statements will be consolidated into the consolidated financial statements of

Tianye Group. Under such circumstances, Tianye Group is a connected person of the
Company and the transactions contemplated under the Continuing Connected Transaction
Agreeinents constitute continuing connected transactions of the Conipany under Chapter
14A of the Listing Rules.

As the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of
each proposed annual cap of the Continuing Connected Transaction Agreements are more
than 59'0, the transactions contemplated under the Continuing Connected Transaction
Agreements, together with the proposed annual caps thereunder, are subject to reporting,
announcement and Independent Shareholders' approval requirements under Chapter 14A
of the Listing Rules

To the best knowledge, information, and belief of the Directors, as at the Latest
Practicable Date, apart from Tianze Water Investment (as stated in Appendix I of the
Circular, as at the Latest Practicable Date, holding 313,886,921 Domestic Shares,
representing approximately 60,429'0 of the total issued share capital of the Company), no
other Shareholders will be required to abstain from voting at the EGM and the vote to be
taken at the EGM in respect of the Continuing Connected Transaction Agreements shall be
conducted by poll.

THE INDEPENDENT BOARD COMMITTEE

An Independent Board Committee comprising all independent lion-executive
Directors, namely Ms. GU Li, Mr. Hung Ee Tek and Mr. He Xinlin, has been established
to advise and provide recoilTinendation to the Independent Shareholders in relation to
fairness and reasonableness of the Proposed Continuing Connected Transactions.

As the Independent Financial Adviser, our role is to give an independent opinion to
the Independent Board Committee and the Independent Shareholders as to whether the
terms of the Continuing Connected Transaction Agreements and the transactions
contemplated thereunder (including the proposed annual caps) are fair and reasonable so
far as the Independent Shareholders are concerned, and in the interests of the Company and
the Independent Shareholders as a whole.
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We have not acted as financial adviser and have not provided any other services to the
Coinpany during the past two years except for acting as the independent financial adviser
for the Inajor and connected transaction of the ConTpany 11T relation to the fomTation of
joint venture and disposal of target equity through contribution ill kind, which was
announced and tel'niinated o11 6 August 2024 and 13 Marcli 2025 respectively. As at the
Latest Practicable Date, we are not aware of any relationships or interests between us and
the Conipany or any other parties that could reasonably be regarded as hindrance to our
independence as defined under Rule 13.84 of Listing Rules to act as the Independent
Financial Adviser to the Independent Board Coiniiiittee and the Independent Shareholders
in respect of the Proposed Continuing Connected Transactions. We are not associated with
the Conipany, its subsidiaries, its associates or their respective substantial shareholders or
associates or any other parties to the Proposed Continuing Connected Transactions, and
accordingly, are eligible 10 give independent advice and recoinmendations on the terms of
the Continuing Connected Transaction Agreements and the transactions contemplated
thereunder (including the proposed annual caps). Apart fronT normal professional fees
payable to us ill connection with this appointment as the Independent Financial Adviser, no
arrangement exists whereby we will receive any fees from the Conipany, its subsidiaries, its
associates or their respective substantial shareholders or associates or any other parties to
the Continuing Connected Transaction Agreements and the transactions contemplated
thereunder (including the proposed annual caps).

BASIS OF OUR OPINION

In formulating our opinion, we have relied o11 the statements, information, opinions
and representations contained or referred to in the Circular and10r provided to us by the
Company and the management of the Group. We have assuined that all statements,
infornTation, opinions and representations contained or referred to in the Circular and 10r
provided to us were true, accurate and conlPIGte at the time they were made and continued
to be so as at the Latest Practicable Date. The Directors jointly and severally accept full
responsibility for the accuracy of the information contained in the Circular and confirm,
having ITTade all reasonable enquiries, that to the best of their knowledge and belief,
opinions expressed by them in the Circular have been arrived at after due and careful
consideration and there are no other material facts not contained in the Circular, the
omission of which would make any such statement Inade by thenI that contained in the
Circular misleading in all material respects. We have no reason to doubt the truth or
accuracy of the information provided 10 us, or to believe that any material inforination has
been omitted or withheld. We have relied on such information and consider that the

information we have received is sufficient for us to reach our advice and recommendation as

set out in this letter and to justify our reliance on such information. However, we have not
conducted any in-depth independent investigation into the businesses. affairs and financial
positions of the Group nor have we considered the taxation implication o1T the Group or the
Shareholders as a result of the continuing connected transactions.
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In assessing the Proposed Continuing Connected Transactions. and in giving our
recommendation to the Independent Board Committee and the Independent Shareholders,
we have taken into account the following principal factors and reasons:

I. Background of and reasons for the Proposed Continuing Connected Transactions

(") 1/4/'01',""non of the Cronp

The Coinpany and its subsidiaries are principally engaged ill the design,
manufacturing and sale of drip tapes, PVCjPE pipelines and drip assemblies used
in wate^ saving irrigation system, and is also engaged in the provision of
installation services of water saving irrigation systeni for its customers as well as
engaged in land circulation and engineering business, and strategic developing
digital agriculture and agriculture service business. As at the Latest Practicable
Date. Tianze Water Investment is a controlling Shareholder of the Company,
holding approximately 60.42V" of the issued share capital of the Company in
total, whereas Tianze Water Investment is directly owned as to 499', and 51 % by
the Eighth Division SASAC and Tianye Group, respectively. The Eighth Division
SASAC is a PRC governmental body under the Xinjiang Production and
Construction Corps

(b) /"101'matron of' namye G, '0"p

Tianye Group is mainly engaged in the nianufacturing and sales of chlorine
and alkali; production and sales of sulfuric acid, hydrochloric acid, sodium
hydroxide (protopine, alkali, solid caustic soda, caustic soda), calciuin
hypochlorite, sodium hypochloi. ite, lime, 111gh boiling materials
(dichloroethane). Other business operations include general road freight
transportation. Tianye Group also engaged in the manufacturing and sales of
1.4-butanediol, glycol, chemicals. solid mercury catalysts, cement and cement
products, plastic products, calcium carbonate and sodium carbonate; sales of
steel, building materials, livestock products, machinery and equipment and
chemical products; promotion of farming, aquaculture, water-saving agriculture
technologies, research of water-saving agriculture technologies. inTPOrt and
export, international freight forwarding, property management, rail
transportation through self-built railways; loading and unloading and handling,
testing equipment technology consulting and services, machinery and equipment
leasing services, processing and manufacturing of moulds and spare parts;
advertiseinent design, production, publishing and agency; warehousing services
(other than for hazardous cheinicals), doInesiic freight forwarding agency
services, custoins clearance and inspection services, development and sales of

and consultation,computer software, informatioiT technology services

information system integration engineering, network cabling engineering.
automation control systein, sales, installation and Inaintenance of industrial
monitoring equipment, design. production and Inaintenance of websites;
agricultural planning and design, agricultural technology research and
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pronlotion. plantation and sales of crops. agricultural product processing and
sales; engineering design, construction, contracting, and technology transfer:
thermal power generation: heat supply; sales of electricity and steam; electrical
testing; vehicle leasing; catering services; sales of calciuiiT carbide. coal and coal
products: and sales of mineral products and nTeial niaierials. As at the Latest
Practicable Date. Tianye Group is directly owned as to 90% and 10V" by the
Eighth Division SASAC and Corps SASAC, respectively. The Eighth Division
SASAC and Corps SASAC are PRC governmental bodies under the Xinjiang
Production and Construction Corps.

(c) Re"sons /b,. ""of hem</its o1' the Conti,,"ing Cow"ected 71'""s"ctio" ,gree,,, e,, ts

2026-2028 PIOjec/ Coilsii. uciioii SeJ'vices F1wineii. o1'k 4gi'eenieiit

As stated in the Letter from the Board, (i) according to the Group's
development strategy, the construction project segment Is a Inain

developn}Grit direction. Three subsidiaries of the Group that are in
possessioil of the second-grade qualifications for building construction,
water conservancy and ITydropower construction, and municipal
construction have the capabilities to engage in infrastructure construction
for workshops, houses and water conservancy facilities, demonstrating their
advantages and qualifications in project construction experiences,
technologies, market position, personnel, and other areas; (ii) based on the
excellent track record of the Company and its subsidiaries in providing
engineering and construction services, as well as the reliable quality of
engineering and construction services. the project construction quality can be
guaranteed to be higher than the average level of third party units if the
infrastructure construction projects of Tianye Group were undertaken by the
Company and its subsidiaries; (iii) the project construction and installation
services of Tianye Group undertaken by the Company and its subsidiaries are
normal business transactions, which are in line with the actual operation and
development needs of the Company, and simultaneously follows the market
pricing principle. with fair and reasonable transaction prices, which is
conducive to the efficient and orderly development of projects undertaken by
the Company, improving the efficiency of capital operation, and reducing
operating costs; (iv) the Coinpany and its subsidiaries possess relevant
qualifications for project construction, a good technical management team
for construction, excellent performance experience and convenient service
conditions, and have strong performance capabilities, which are conducive to
promoting the progress of Tianye Group's construction projects and
improving the Company's efficiency; (v) the Company expects to
participate in the construction and maintenance plans of 31 projects under
Tianye Group and10r its subsidiaries and10r its associates over the next three
years, Including projects to be carried out pursuant to its strategic
cooperation intentions reached with various levels of governnTent and the
service needs anticipated by Tianye Group; and (vi) the Company and its
subsidiaries are conlmitted to the vertically integrated expansion methods
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such as construction, operation and services, striving to establisli a unique
market position in the engineering and construction business sector in which
the Coinpany engages, therefore creating a competitive advantage in the
Xinjiang region and across the country that is difficult to be imitated by
competitors

2026-2028 Pill'chose F1'dineii, o1'k 4giec/lient

As disclosed in the Letter froiii the Board, given the fact that the
factories of Tianye Group are located in adjacent areas. the Group can
reduce transportation costs if it purchases PVC resins froin Tianye Group.
Furthermore, ill the event of shortage of PVC resins ill the market, Tianye
Group has agreed to give priority to the Group to purchase the PVC resins
from thenT at the Inarket price. Under such circumstances. the Directors
believe that the Group will maintain its competitiveness ill the market with
lower purchasing costs and stable supply of PVC resins. On the other hand,
the Group shall not be obliged to purchase the PVC resins if the Group is
provided with a more favourable price for PVC resins with similar quality by
the independent third parties

2026-2028 Sules F1. dii7eii, o1. k Agreeii?ei?t

As disclosed in the Letter fronl the Board, the Group supplies PVC pipe
fittings, PE pipe fittings, drip tapes and drip assemblies, automation
products, filters and water pumps, among others, to Tianye Group and its
customers, which will increase the Group's source of revenue. The Directors
consider that it is in the interest of the Group to enter into the 2026-2028
Sales Framework Agreement as sales to Tianye Group will increase the sales
volume of the Group's products and the profit of the Group

In assessing whether the entering into of the Continuing Connected
Transaction Agreements is in the ordinary and usual course of business of the
Group and in the interests of the Company and the Independent
Shareholders as a whole, we have considered the following:

(1) according to our research conducted on the public online search
platforin Tianyancha (,< !R^). Tianye Group was founded in June
1996 and has over 29 years of operational history;

(ii) the provision of infrastructure construction services and sales of the
PVC pipe fittings, PE pipe fittings, drip tapes and drip assemblies,
automation products, filters and water pumps to Tianye Group
Conipanies will render stable revenue to the Group on nomial
commercial terms;
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(111) Tianye Group Companies has been supplying PVC resins to the
Group since 2006. The long-terin business relationship willI Tianye
Group Conipanies demonstrate that it is able to provide reliable
supply of PVC resins for the production of PVC pipelines of the
Group:

(iv) the Group will also benefit froin a stable supply of PVC resins as
raw materials to support its business production, as Tianye Group
ConTpanies offers priority to the Group on purchasing PVC resins;

(v) the Group will benefit from tinTe and cost advantages that its
geographicallocation bi'ings. Since both Tianye Group Coinpanies
and the Group are located in Xinjiang, the Group can have its
supply with shorter delivery time and at a lower transportation
cost; and

(vi) the Group will have flexibility to purchase PVC resins from other
independent suppliers and to sell the PVC pipe fittings, PE pipe
fittings, drip tapes and drip assenib116s, autoination products,
filters and water pumps to other independent purchasers, as it is
not obliged to trade exclusively with Tianye Group Companies if
better offers are available.

Having considered the above reasons, we concur with the Directors'
views that the entering into of the 2026-2028 Project Construction Services
Framework Agreement, the 2026-2028 Purchase Framework Agreement and
the 2026-2028 Sales Framework Agreement is in the ordinary and usual
course of business of the Group and in the interests of the Company and the
Independent Shareholders as a whole.

2. 2026-2028 Project Construction Services Framework Agreement

2.1 PI. incjp"I tel.,,, s qf the 2026-2028 PI. qject Const,,"ctio,, Sei. I, ices F1,"mewo,, k
,g, 'eel"e"i

The principal terms of the 2026-2028 Project Construction Services
Franiework Agreement are sumitTarized as follows:

Dale of

agreement

Parties

16 February 2026 (after trading ITours of the Stock
EXchange)

(1) the Company (for itself and on behalf of its
subsidiaries), as the supplier; and

(ii) Tianye Group (for itself and on behalf of its
subsidiaries), as the purchaser.
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Transaction

Conditions

precedent

The Gi'oup will provide Tianye Group with various
infrastructure construction services, including but not
limited to project construction services related to
construction, works. niaintenance, and safety
rectification.

The 2026-2028 Project Consti'uction Services
Framework Agreement will come into effect upon the
following conditions being satisfied:

(1) the 2026-2028 Project Construction Services
Framework Agreement has been duly signed and
stamped by both the Company and Tianye
Group;

(ii) the 2026-2028 Project Construction Services
Framework Agreeinent and the transactions
conteniplated thereunder have beeil approved by
the relevant regulatory authorities (if any); and

(ill) the Company has complied with the relevant
requirements under the Listing Rules in relation
to the 2026-2028 Project Construction Services
Framework Agreement and the transactions
contemplated thereunder, including but not
limited to submitting the circular in respect of
the 2026-2028 Project Construction SGI'vices
Framework Agreeinent to the Stock EXchange,
publishing announcements, and obtaining the
approval of Independent Shareholders.

Term

None of the conditions precedent above are waivable.

As at the Latest Practicable Date, save for the
conditions precedent set out in (1) and (ii) above,
none of the conditions precedent of the 2026-2028
Project Construction Services Framework Agreement
have been fulfilled.

From I January 2026 10 31 December 2028.
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Pricing policies The following pricing principles shall apply to the
pricing of services to be provided under the 2026-2028
Project Construction Services Framewoi'k Agreement
in the following order

(1) Government-regulated and government-guided
prices:

Where the government-regulated prices are

applicable to products. technologies, or services
of any specific type (at any time), supplyI
provision of such products, technologies, or

the applicableshall be based onservices

government-regulated Whereprices.

government-guided standardspricing are

available, the relevant prices shall refer to
governnTent-guided pricing agreements. In
accordance with the requireinents under the
national standard GBjT50500-2024 "Code of
Valuation with Bill of Quantities of
Construction Works"* (<5^:;^:L*5!. Tf!^.:;. ii;'E^ ^'+
I;^11^;ting>), constructioiT projects that are legally
required to undergo public tendering must adopt
the tendering nTethod based on the bill of
quantities and prepare a tender control price
limit; and
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This type of pricing principle nTainly applies to
pre-construction engineering services, survey,

design and technical services. engineering
andprocurement construction services.

engineering project Inariageiiient services, and
tender nTanageinent services. A1nong which, the

andgovernment-regulatedrelevant

governnTent-guided prices for pre-construction
engineering services, engineering procurement

and construction services. and engineering
project manageiiient services are currently based
mainly o11 the Regulations on Construction
Project Supervision and Associated Service Fees
Management* (<i^:a^:Ll;^!^tl!gif^*Rl;^IRi;;11^^t^'
f!E*!17E>) published by the Ministry of Housing
and Urban-Rural Development of the PRC on its
website. The relevant government-regulated and
government-guided prices for survey, design and
technical services currently mainly refer to the
Project Survey and Design Fee Management

(<Li^^11^;^^+^43^^'^*^;E>)Regulations*
published by the State Development Planning
Commission and the Ministry of Housing and
Urban-Rural Development of the PRC on their
websites. The relevant government-regulated and
government-guided prices for tender managenient
services currently mainly refer to the Provisional
Measures on the Administration of Service Fees

Charged for Tender Agency Services* (<tBt^e;{t:!!E:
nit%usc^t^'^!!intr^in:>) published by the

National Development and RefornT Commission

(ii) Market prices :

The prices quoted by independent third parties
for identical or sinTilar products or services on
noriTTal conimercial ternis ill the ordinary course
of business; and
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This type of pricing principle niainly applies to
pre-construction engineering services, survey,

design and technical services, and engineering
procurement and construction services. It niainly
refers to the prices of equipiiient, ITlaterials and

constructionrelated to engineeringservices

obtained in the market through public
tendering, or independent third-party 11Tarket
prices. ill accordance with the requireinents of
the Regulations on the 111TpleiTientation of the
Tender and Bidding Law of the PRC* (< rl'^ ;ill^ A E^i
^!; *n I^I tB 11^ t^ I^ i^ tt it I^ Iru ) .

(ill) Agreed prices:

Price determined by reasonable costs plus specific
reasonable profits.

This type of PI'icing principle is less frequently
applied, with 11niited application in survey, design
and technical services, as well as engineering
project management services. The costs of these
services mainly include (1) service costs related to
purchase activities in the market or service costs

standards ofas listed in the internal pricing

Tianye Group and the Group; and (ii) labour
costs and travel expenses incurred by the Group
in the InariagenTent process of the relevant
services (determined according to labour costs
and travel standards of the Group). The profit for

niainly derived from thethese services Is

nTanagement fees charged to the aforesaid costs
The management fee rate (usually ranging from
8% to 15%) is mainly affected by (1) the market

(The higher theshare of similar services

Company's nTarket share in similar services
thetypically indicating fewer competitors

higher the management fee rate usually
becomes); and (11) the impact of inflation and
changes in costs, tiltimately determined through
negotiations between the transacting parties on
general commercial terms.
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The final price shall be determined after ariii's length
negotiations o11 noriiTal coinmercial tellns that are fair
and reasonable and in the interests of the Company
and its Shareholders as a whole.

As at the Latest Practicable Date, to the best

knowledge of the Directors, there are no

governiiiental pricing policies applicable to the
2026-2028 Project Construction Services Framework
Agreement. If any governmental pricing or guided
pricing becomes applicable to the relevant transactions
in the future, the parties to the 2026-2028 Project
Construction Services Franlework Agreement shall
first implement such governmental pricing or guided
pricing. WillI respect to n}arket pricing, the Company
mainly considered the fair prices quoted by third
parties for identical or similar project construction
services in, or in areas in proximity to, Shihezi City.

Payment terms

As confirnied by the management of the Company, the price and terms of the
tenders submitted by the Group to Tianye Group regarding Tianye Group's
construction works in the PRC are subject to the standard and systematic tender
submission procedures maintained by the Group, which apply to tenders
submitted to botli connected persons and independent third parties. The Group
prepares and generates the tender docuii}Grits and constructioiT bill of quantities*
(T*!^.!^. lis'143 ) through the construction cost nianagement software nanTed "New

(%11!^, i*'E^;^. I^\$811^) and "GlodonPoint costing 11st Xinjiang version *"
Construction Engineering Pricing Software (Xinjiang Special Edition)*" (Bani;^
^^!;^^:L*^^+f^*i:^ ( %f$8^tit ) ) with complete and latest national construction
fixed-rate database and the local government pricing standard in Xinjiang.

The Group and Tianye Group will enter into separate
contracts ill accordance with the terms and conditions

mutually agreed upon between the parties PUTSuant to
the terms and conditions of the 2026-2028 Project
Construction Services Framework Agreement. The

be settled in aconsideration for the Services 11Tay

Iunip sum or by installments, with detailed payment
terms to be defined therein

We have reviewed and compared the terms of the 2026-2028 Project
Construction Services Framework Agreeinent and the 2023-2025 Project
Construction Services Framework Agreement and note that. other than the
proposed annual caps for the year ending 31 December 2026,31 December 2027
and 31 December 2028, there has been 110 material change between the terms of
the two aforesaid agreements
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We nave reviewed sanlPIGS of construction service contracts entered into
between the Group and other independent third parties for each of the two years
ended 31 December 2024 and for the nine months ended 30 September 2025 (the
"Independent Construction Services Contracts") and also samples of construction
service contracts entered into between the Group and Tianye Group for each of

ended 31 December 2024 and for the nine months ended 30the two years

September 2025 (the "Historical Construction Services Contracts"). Samples of the
Independent Construction Services Contracts and Historical Construction
Services Contracts have been selected based o11 the material ity, which represent
the top 3 projects of each category in respect of the contract SUITi for each of the
two years ended 31 December 2024 and the nine months ended 30 September
2025. We are of the view that the selection basis and sample copies reviewed are
fair and representative in view of materiality. We observed that the major terins of
the Independent Construction Services Contracts, including service standards and
acceptance requirements, settlement and payment arrangements, liabilities for
breach and exemptions, as well as ancillary terms on on-site nTanagement,
construction safety, and after-sales services, are substantially the same as those set
out in the 2026-2028 Project Construction Services FraiTiework Agreement. As (1)
the tender submission with both connected persons and independent third parties
followed the same procedure; and (ii) the major terms or the Independent
Construction Services Contracts are substantially the same as those set out in the
2026-2028 Project Construction Services Framework Agreement, we are of the
view that the terms of the 2026-2028 Project Construction Services Framework
Agreement are on normal coinmercial terms, in the ordinary and usual courses of
business of the Company and in accordance with the pricing policy of the Group,
are in the interests of the Coinpany and its Independent Shareholders as a whole,
and are fair and reasonable so far as the Independent Shareholders are concerned.

2.2 0"r assessment on the PI, OFoscof """"@I caps of 2026-2028 PI, qject
Const, '"ctio" Se, '"ices F1'","ewo, 'k agreei"e"t

The following table shows the proposed annual caps of 2026-2028 Project
Construction Services Framework Agreement for each of the three years ending
31 December 2026,31 December 2027 and 31 December 2028 :

Proposed annual caps

For the

year ending
31 December

2026

(RMB)

For the

year ending
31 December

2027

IRMB)

610,000,000

For the

year ending
31 December

2028

(RMB)

610,000,000 610,000,000



As disclosed 111 the Letter from the Board, the annual caps were determined
after an arin's length negotiation between the Coinpany and Tianye Group with
reference to. among other things. the following:

(1) the ITUmber of tenders won by the Coinpany from Tianye Group (for the
two years ended 31 Deceniber 2024 and the nine months ended 30
September 2025, the Company has won the tenders for 60 projects of
Tianye Group), with a total contract value of approximately
RMB999,628,171.40, as well as the future transaction plans;

(ii) the Company's expected participation ill the construction and
maintenance plans for 31 projects of Tianye Group in the next three
years, including projects as contemplated under the letter of intent for
strategic cooperation with governiiTents at all levels, as well as the
expected service demands of Tianye Group. The potential total contract
value of which is expected to exceed RMB1.8 billion;

(iii) the impact of the tiining of contract signing time and performance
progress on the revenue recognition, as such construction works in
general will take around one year to three years to complete;

(iv) reservation of a buffer' amount (being approximately 59'0) 10 cope with
potential increase in the relevant service denTands of Tianye Group, as
well as estimated increase in average nlarket prices for similar services
due to inflation and expected increase in costs; and

(v) based on the Group's future overall operation planning and potential
business deniand ill the field of project construction services, to ensure
the continuity and flexibility of subsequent project undertaking and
impleinentation arrangements, and provide a reasonable headroom to
address uncertainties such as fluctuations in constructioil cycles and
potential disruptions in the constructioiT supply chain, thereby
mitigating the risk of delays in construction progress



The following table shows the annual caps under the 2023-2025 Project
Construction Services FrailTewoi'k Agreenient and the actual transaction amounts
incurred for the years ended 31 December 2023.31 DecenTber 2024 and for the
nine 1110nths ended 30 Septeiiiber 2025 as stated ill the Letter from the Board

Annual caps
Actual transaction

allTo unls incurred

We have discussed with the management of the Company in respect of the
actual transaction allTo unts as shown ill the above table and the Company
informed that the actual transaction amounts under the 2023-2025 Project
Construction Services Franiework AgreeiiTent were adversely affected by the
prolonged internal approval of the governiiTent bodies for certain large-scale
construction projects, which postponed the tendering process of the construction
projects. The Coinpany confirnted that the above were isolated events and the
relevant impacts only involved historical construction projects and would not
have any 11Taterial adverse effect on the Group's subsequent construction projects
and their tendering process.

For the

year ended
31 December

2023

(audited)
IRMB)

For the

year ended
31 December

2024

(audited)
(RMB)

510,000,000

Based on the project list regarding the proposed annual caps of the
2026-2028 Project Construction Services Framework Agreement as provided by
the Company, as at the Latest Practicable Date, the Group has 14 ongoing
construction projects and has won another 8 tenders, with a total contract backlog
amount of approximately RMB442.60 million. In addition, the Group plans to
participate in the tenders of 9 construction projects from Tianye Group in the
coming years with a total potential contract sum of approximately RMB1,404.63
million, of which the tendering process of a sizeable construction project, Ilamely
the First Phase of the Intelligent Ecological Photovoltaic Coupling Green
Specialty Resii} Low-Carbon Transforination and Upgrade Demonstration
Project by Xinjiang Tianhe Energy & Chemical New Materials Co., Ltd. * (^!f $8
7:1^'^{IC%[11:11$1, ^'F^4>^] !^^^;;I^. in^^,{x*^i^-#^^. i*:^^ill^f^i^*$!t!}}i^^$1L*^
( ^~!;H ) !^ I^ ) (the "Sizeable Potential Project"), has commenced in February
2026. As stated ill the tender notice of the Sizeable Potential Project, the Sizeable
Potential Project involves the construction of coal storage and transportation,
coal gasification unit, purification unit, H21CO separation unit, 600,000 tonsjyear
ethanol unit, ethanol dehydration to ethylene unit, VCM monomer unit,s 00,000
tonslyear PVC production unit, 350,000 tonsjyear ion-eXchange meltibrane
caustic soda unit. and supporting utilities and auxiliary production facilities
including raw material warehouses, finished product warehouses, storage tank

243,068,000

For the nine

months ended

30 September
2025

(uriaudited)
(RMB)

510,000,000

175,385,900

510,000,000

60,301,700
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areas, circulating water station, sewage treatiiient station, refrigeration station.
central laboratory building. control room, and electrical 11'ansformer station.
along with their supporting public utilities and auxiliary production facilities. The
Group estilITates that the construction period of the Sizeable Potential Project
would be ovei' the years froni 2026 to 2028 based on the scale of the construction
in the tender notice. For our due diligence purpose, we have (1) reviewed the
construction services contracts and the tender docunTents of all the ongoing

construction projects and the awarded tenders; (ii) reviewed the tender notice of
the Sizeable Potential Project; and (111) cross-checked the information ill the
project list with the underlying documents. The monetary amount of the
abovenTentioned reviewed documents represents approximately 81 V0. 819'0 and
60% of the proposed annual caps for the years ending 31 December 2026, 31
December 2027 and 31 December 2028 respectively.

After considering the contract backlog amount of the ongoing construction
projects and the awarded tenders and the potential contract sum of the new
tenders, in particular the Sizeable Potential Project as discussed above, we
consider that the annual caps under the 2026-2028 Project Construction Services
FranTework Agreement are fair and reasonable.

3. 2026-2028 Purchase Framework Agreement

3.1 PI, incjp"I tel. ms o1'2026-2028 P"I, chase F1."me", o1. k 4g,. eeme"t

The principal terms of the 2026-2028 Purchase Framework Agreement are
summarized as follows:

Date of

agreeinent

Parties

16 February 2026 (after trading hours of the Stock
EXchange)

Purchased goods

(1) the ConTpany (for itself and o11 behalf of its
subsidiaries), as the purchaser; and

(ii) Tianye Group (for itself and o1T behalf of its
subsidiaries), as the seller.

Purchase of PVC resins, light calciuni carbonate, other
chemical products and agricultural products

The 2026-2028 Purchase Framework Agreement will
come into effect upon the following conditions being
satisfied:

Conditions

precedent

(1) the 2026-2028 Purchase Framework Agreement
has been duly signed and stamped by both the
Company and Tianye Group;



(ii) the 2026-2028 Purchase Framework Agreement
and the transactions contemplated thereunder
have been approved by the I'elevant regulatory
authorities (if any); and

(iii) the Company has complied with the relevant
requirements under the Listing Rules in relation

the 2026-2028 Purchase Frameworkto

Agreement and the transactions conteinplated
thereunder, Including but not limited to
submitting the circular in respect of the
2026-2028 Purchase Framework Agreement to
the Stock EXchange, publishing announcenTents,
and obtaining the approval of Independent
Shareholders.

Term

None of the conditions precedent above are waivable

Price

As at the Latest Practicable Date, save for the

conditions precedent set out ill (i) and (11) above,
none of the conditions precedent of the 2026-2028
Purchase Framework AgreeiiTent been fulfilled.

From I January 2026 to 31 December 2028.

The contracting parties will fronT tillTe to time
determine the prices by referencing the price
proniulgated by the PRC government, and if such
prices are not applicable, prices will be deternTined by
referring to the fair Inarket price charged by
independent third parties at Shihezi or region near
Shihezi from tiilTe to time and PUTSuant to the terms set
out 111 the 2026-2028 Purchase Framework Agreenient
determined after amT'S length negotiations and on
norinal coiniTiercial ternis that are fair and reasonable

and iil the interest of the Company and its
Shareholders as a whole

As at the Latest Practicable Date, to the best of the
knowledge of the Directors there is no government
pricing policy in place which is applicable to PVC
resins
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Procedures for

Determining
the Fair

Market Price

of PVC Resin

(Procedures
for

determining
the fair market

price charged
by an
Independent
third party in
or around

Shihezi City)

To ensure that the price of PVC resin purchased from
the Group is in line with the fair market price, the
Group adopts the following price inquiry and
comparison procedures:

I Based on the actual raw material needs of the

Group's production and operation, the Group's
procureinent departnlGrit first clarifies core

benchmarks such as the specifications. quality
and technical standards, delivery cycle and
delivery requirements of the PVC resin products
to be purchased, ensuring that the price
coinparison criteria of all suppliers are

consistent and uniforni.

2. The Group's procurement department conducts
price inquiries by telephone with qualified
suppliers ill or around Shihezi City who can
Tenably nieet the Group's purchasing needs,
collecting and compiling information on the
current effective prices, payiiTent requirenTents,
delivery nlethods and transportation guarantees
of each supplier to ensure the coinparability of
price information.

3 Based on the information collected from various

suppliers, the Group's procurement department
compares the coinprehensive procurement costs
across the entire supply chain, including product
unit price, logistics costs corresponding to
transportation distance, capital costs

corresponding to payment terms. and inventory
preparation costs corresponding 10 delivery cycle,
which in turn generates a procurement price
comparison list. The Group then conducts a
comprehensive evaluation of the supplier based

business factors such paymentason core

supply performancesettlement terins,

capabilities, delivery guarantee efficiency,
corporate qualifications and overall business
strength, theIT ultimately selecting the supplier
with the best overall cost-effectiveness.



Pricing basis The Group formulates the selling prices of its products
11Taterialcurrent Inarketbased pricerawon

fluctuations. taking into account product costs and
comparing with seasonal selling prices of conipetitors.
When deterInining the selling price of each product,
the Group's finance, purchasing and nlariagenTent
departments will jointly deterrillne a standard price
list at monthly price assessment meetings, with
reference to the current market prices of similar

material costs. Theproducts and pricingraw

standards established in this price list apply to all
(including purchasingpurchasing transactions

transactions with Tianye Group).

Payment terms

We have reviewed and compared the terms of the 2026-2028 Purchase
Framework Agreenlent and the 2023-2025 Purchase Frainework Agreeinent and
note that, other than proposed annual caps, there has been ITo material change
between the terms of the two aforesaid agreements.

The Group and Tianye Group will enter into separate
contracts in accordance with the terms and conditions

mutually agreed upon between the parties PUTSuant to
the terms and conditions of the 2026-2028 Purchase

Frainework Agreement, with detailed payment ternTs
to be defined therein. Payments are generally expected
to be paid 11} ftill prior to delivery.

We have enquired the Inariagement of the Company and were given the
understanding that the Group will bear the transportation cost for procurement
of the raw materials, hence, apart from the material cost, transportation cost
(including time cost) is also the Inajor concern for the Group. The Group will
compare the quotations from at least three suppliers including independent
suppliers and Tianye Group and select the best one

For our due diligence purpose, we have (i) obtained and reviewed the
purchase control policy and procedures of the Group: (ii) obtained and reviewed a
full procurement list for the two years ended 31 December 2024 and the ITine
months ended 30 September 2025; and (ill) reviewed sample copies of historical
purchase records between the Group and Tianye Group and compared with the
samples of purchase records between the Group and the independent third parties.
111 reviewing the historical purchase records, we have selected samples based on
the material ity of the transaction amount. The reviewed samples represented the
top 5 purchases under the 2023-2025 Purchase Framework Agreement and the top
5 purchases by the Group fronT the independent third parties for each of the two
years ended 31 December 2024 and the nine In onths ended 30 September 2025. We
are of the view that the selection basis and saniple copies reviewed are fair and
representative in view of material ity. From our sample review. we note that (i) the
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purchase was ITiade in compliance with the purchase control policy of the Group
for each transaction; (ii) the cost per ton paid for purchase is priced at the Inarket
price or niore favourable than those offered by other independent suppliers for
each purchase for the two years ended 31 December 2024 and the nine In onths
ended 30 Septentber 2025; and (iii) o1hei' major ternis offered by Tianye Group
including payinent terms and delivery are similar with those offered by other
independent suppliers.

In addition, as confirmed by the Company. Tianye Grotip agrees that in case
of a shortage of PVC resin, light calcium carbonate and agricultural products in
the nlarket, it will give priority to the Group on purchasing the products under
2026-2028 Purchase Framework Agreement under the same contract terms. The
Group also enjoys flexibility o11 purchase of the products from Tianye Group as
the Group is not obliged to purchase the products 2026-2028 Purchase
Frainework Agreeinent from Tianye Group exclusively and the Group is free to
purchase from other independent third parties for' a better offer.

Having considered that (1) the purchase from Tianye Group are priced at or
niore favourable than the market price; (ii) the major terms of the 2026-2028
Purchase Erainework Agreement, including payment terins and delivery are
coinparable to and no less favourable than that offered by other independent
suppliers; and (iii) the flexibility in purchasing products and securing stable
supply to maintain its competitiveness in the market, we are of the view that the
terms of the 2026-2028 Purchase Framework Agreement are on normal
coininercial terms, iiT the ordinary and usual courses of business of the
Company and ill accordance with the pricing policy of the Group, are in the
interests of the Conipany and its Independent Shareholders as a whole, and are
fair and reasonable so far as the Independent Shareholders are concerned.

3.2 Owl, "ssessme,, t 0" the proposed un"""I c"ps o1 the 2026-2028 PMrch"se
F1'","ework ,gree,, tent

The following table shows the proposed annual caps of the 2026-2028
Purchase Framework Agreen}Grit for each of the three years ending 31 December
2026,31 December 2027 and 31 December 2028 :

Proposed annual caps

For the

year ending
31 December

2026

(RMB)

For the

year ending
31 December

2027

(RMB)

250,000,000

For the

year ending
31 December

2028

(RMB)

250,000,000

- 20 -

250,000,000



As stated in the Letter froiii the Board. the proposed annual caps were
deterTITined after an ami's length negotiation between the Company and Tianye
Group with reference to, among other things, the following:

(i) policy support and market demand growth: the demand for PVC Pipes is
supported by clear and sustainable growth;

(ii) the current annual production capacity of PVC pipes of the Group;

(iii) the directly proportional relationship between production of PVC pipes
production and the demand of PVC resin, naniely that the consumption
of PVC resin will increase in line with the increase in production of PVC
PIPGS;

(iv) the Group purchased most of its PVC resin from Tianye Group during
the past three years;

(v) Procurement den}and for specific large-scale projects; and

(vi) Ensure stability of supply and business continuity, and Initigate the risk
of price fluctuations.

The following table shows the annual caps tinder the 2023-2025 Purchase
Framework Agreement and the actual transaction amounts Incurred for the years
ended 31 December 2023 and 31 December 2024 and for the nine months ended 30

September 2025 as stated in the Letter fronT the Board:

Annual caps
Actual transaction

amounts Incurred

We have discussed with the manageinent of the Company and the Coinpany
Informed that the actual transaction amounts under the 2023-2025 Purchase

FrailTework Agreement were adversely affected by (1) the unexpected change in
procurement arrangement in certaiiT historical construction projects, which led to
the decrease in sales of products under the 2023-2025 Sales Framework
AgreenTent, and in turn the decrease in the goods purchased froin Tianye
Group under the 2023-2025 Purchase Framework Agreement as those purchased
goods would be used for the production of the items for sale under the 2023-2025
Sales Framework Agreeinent; and (ii) the prolonged internal approval of the
government bodies for certain large-scale construction projects, which postponed

For the

year ended
31 December

2023

(audited)
(RMB)

For the

year ended
31 December

2024

(audited)
(RMB)

250,000,000

131,901,900

For the nine

months ended

30 September
2025

(uriaudited)
(RMB)

250,000,000

141,644,100

250,000,000

21,338,600
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the tendering process of the construction projects and thus the demand of the
Group for the purchased goods under the 2023-2025 Purchase Framework
Agreement was also reduced. The Company confii'med that the above were
isolated events and the relevant impacts only involved historical construction
PI'ojecis only and would not have any material adverse effect o11 the Group's
subsequent construction projects and purchasing strategy

When determining the annual caps under the 2026-2028 Purchase
Framework Agreement, the Company has considered government support
policies and the future demand of Tianye Group for the purchased goods under
the 2026-2028 Purchase Framework Agreement, which has direct correlation with
the PVC pipe production of the Group for the purpose or the Group's
construction projects. We have conducted desktop research on the supportive
governnTent policies of water conservation facilities, water-saving and the
introduction of high-standard agriculture system. The PRC governnient has set
out explicit goals for high-standard farmland, water conservation facilities and
agricultural and industrial water-saving measure for the 15th Five-Year Plan
period. According to the "Implementation Plan for Gradually Upgrading
Permanent Basic Farmland into High-Standard Farmland" (<;^!:b'}Ei<;\^,,;it^^
EB ^;E;hiti;^it^i^!^:I^i;;;nib':*;>) as introduced by General Office of the State Council
of the PRC (^^/\ E^44;*Un^112^If;;I$6^\t>^is) in 2025, the plan state that by 2030, it
amTs to build 1.35 billion Inn and LIPgrade 280 million 11/11 of high-standard
farniland (including water conservation facilities) and build 80 nTillion Inu of new
high-efficiency water-saving irrigation areas

For our due diligence purpose, we have (i) obtained and reviewed the project
and procurement list; (ii) reviewed procurement documents of all awarded
construction projects; and (11i) reviewed the tender notice of the Sizeable Potential
Project. Based on the project and procurement list, the Group has secured several
projects and is preparing to participate the tender of the Sizeable Potential Project
as nTentioned 11T the section headed "2.20ur assessinent o11 the proposed annual
caps of 2026-2028 Project Construction Services Frainework Agreement" above.
We note that the Group may purchase up to approximately RMB536.40 million of
purchased goods fronT Tianye Group for the Sizeable Potential Project. Based on
such estimation, together with the other purchases by the Group from Tianye
Group for the Group's PVC pipe production, the Group may have a potential
demand for the purchased goods under the 2026-2028 Purchase Framework
Agreement up to approximately RMB734.60 niillion for the three years ending 31
December 2028. As such, in order to maintain flexibility and sufficiency for the
purchase amount from Tianye Group for the PVC pipe production, in particular
the delnand froni Sizeable Potential Project and the supportive governiiient
policies as discussed above, we consider that the proposed annual caps under the
2026-2028 Purchase Framework Agreeinent are fair and reasonable so far as the
Independent Shareholders are concerned.
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4. 2026-2028 Sales Framework Agreement

4.1 PI. incjp"I terms of 2026-2028 Sales F1,"me", o1, k 4g,, eeme"t

The principal terms of the 2026-2028 Sales Framework Agreement
summarized as follows:

Date of

agreement

Parties

16 February 2026 (after trading hours of the Stock
EXchange)

Items for sale

(1) Tianye Group (for itself and on behalf of its
subsidiaries), as the purchaser; and

Conditions

precedent

(ii) the Company (for itself and on behalf of its
subsidiaries), as the seller

Sale of PVC pipe fittings, PE pipe fittings, drip tapes
and drip assemblies, autoiTTation products, filters,
water pumps, fertilizer applicators and other related
products.

The 2026-2028 Sales Framework Agreement will come
into effect upon the following conditions being
satisfied:

are

(1) the 2026-2028 Sales Framework Agreement has
been duly signed and stamped by both the
Company and Tianye Group;

(ii) the 2026-2028 Sales Framework Agreeinent and
the transactions contemplated thereunder nave
been approved by the relevant regulatory
authorities (if any); and

(iii) the Coinpany has complied with the relevant
requirements under the Listing Rules ill relation
10 the 2026-2028 Sales Framework Agreement
and the transactions contemplated thereunder,
including but not limited to submitting the
circular' ill respect of the 2026-2028 Sales
Erainework Agreeinent to the Stock EXchange,
publishing announceii}Grits, and obtaining the
approval of Independent Shareholders

None of the conditions precedent above are waivable.



Terin

Price

As at the Latest Practicable Date, save for the
conditions precedent set out ill (1) and (ii) above.
none of the conditions precedent of the 2026-2028
Sales Framework Agreement have been fulfilled

From I January 2026 to 31 December 2028.

The contracting parties will from time to time
determine the prices by referencing the price
promulgated by the PRC government, and if such
prices are not applicable, prices will be determined by
referring to the fair Inarket price charged by
independent third parties at Shihezi or region near
Shihezi from tinie to time and pursuant to the terms set
out in the 2026-2028 Sales Framework Agreement
determined after arm's length negotiations and on
normal commercial ternTs that are fair and reasonable

and in the interest of the Company and its
Shareholders as a whole

Pricing basis

As at the Latest Practicable Date, to the best of the

knowledge of the Directors, there is no governiiTent
pricing policy in place which is applicable to PVC pipe
fittings, PE pipe fittings, drip tapes, drip assemblies,
autoiiTation products, filters and water pumps.

The Group formulates the selling prices of its products
materialbased current market pricerawon

fluctuations, taking into account product costs and
comparing with seasonal selling prices of competitors.
When determining the selling price of each product,
the Group's finance department, sales departnTent and
manageinent will jointly determine a standard price list
at monthly price assessment nieetings. with reference
to the current market prices of similar products and
raw ITTaterial costs. The PI'icing standards established
in this price list apply to all sales (including sales
transactions with Tianye Group).

Payment terms The Group and Tianye Group will enter into separate
contracts ill accordance with the teritts and conditions

mutually agreed upon between the parties PUTSuant to
the terms and conditions of the 2026-2028 Sales

Framework Agreement, with detailed payment terms
to be defined therein. Payments are generally expected
10 be paid in full prior to delivery
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We have reviewed and compared the ternis of the 2026-2028 Sales
Framewoi'k Agi'Gement and the 2023-2025 Sales Framework Agreement and
note that, other than the proposed annual caps, there has been no material change
between the terms of the two aforesaid agreements.

We have discussed with the management of the Company and note that the
selling price of the iteiiis for sale to Tianye Group is determined and reviewed o11 a
monthly basis and applies to all customers of the Group. The Directors also
confirmed that the price charged by the Company to Tianye Group is coinparable
and no less favourable than the Inarket prices of SIInilar products that the
Company sold to other independent customers

For our due diligence purpose, we have (1) obtained and reviewed the sales
control policy and procedures of the Group; (ii) reviewed and compared salnple
copies of historical transaction records, including sales contracts and 10r sales
invoices, in respective of the sales nTade by the Group to independent third parties
and Tianye Group; and (iii) obtained and reviewed sanTple copies of In onthly
standard price list. We have selected samples based o11 the materiality of the
transaction Elmount in reviewing the historical transaction records and the
corresponding In onthly standard price list of that particular In onth iiT respective
of the sales made by the Group to other independent third parties and Tianye
Group. The samples Linder review represented the top 5 sales under the 2023-2025
Sales Frainework Agreement for each of the two years ended 31 Deceinber 2024
and the Iline ITionths ended 30 September 2025 and the top 5 sales to the
independent third parties for each of the two years ended 31 December 2024 and
the nine nionths ended 30 September 2025. We are of the view that the selection
basis and sample copies reviewed are fair and representative in view of
11Tateriality. From our sample review, we note that (i) the sales transactions are
made in coinpliance with the sales control policy, including the approval
procedures, of the Group; (11) the selling price of the products sold to Tianye
Group and independent third parties are deternTined in accordance with the sales
policy of Group; and (iii) other major terms of the sales transactions entered into
between the Company and Tianye Group are similar with those offered to other
independent third parties

Having considered that (1) the sales to Tianye Group are priced at the market
price as offered by the Group to other independent third parties; and (ii) the
major terms of the 2026-2028 Sales FrailTework Agreeinent. including the
payment terms and delivery are coinparable 10 and no less favourable than that
offered to other independent third parties, we are of the view that the ternis of the
2026-2028 Sales EranTework AgreeiTient are on norinal commercial terms, in the
ordinary and usual courses of business of the Company and in accordance with
the pricing policy of the Group. are in the interests of the Company and its
Independent Shareholders as a whole, and are fair and reasonable so far as the
Independent Shareholders are concerned
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4.2 Owl. "ssess", e"t o11 the proposed rim"",, I caps o1 the 2026-2028 SUIes
F1'","e work ,g, 'ec,,, e"t

The following table shows the proposed annual caps of the 2026-2028 Sales
Framework Agreement for. eaclT of the three years ending 31 December 2026,31
December 2027 and 31 Decembei. 2028 :

Proposed annual caps

As stated in the Letter from the Board, the proposed annual caps were
determined after an arm*s length negotiation between the Company and Tianye
Group with reference to, among other things, the following:

For the

year ending
31 December

2026

(RMB)

(i) substantial growth in policy support and Inarket demand;

(ii) support fi. onT clear procurement demand for large-scale projects;

(111) ensuring stability of supply and business continuity; and

For the

year ending
31 December

2027

IRMB/

250,000,000

(iv) prudent exclusion of identified phased influencing factors.

The following table shows the annual caps under the 2023-2025 Sales
Framework Agreeinent and the actual transaction anIOUnts incurred for the years
ended 31 December 2023 and 31 December 2024 and for the ITine 11Tonths ended 30

September 2025 as stated in the Letter from the Board:

For the

year ending
31 December

2028

IRMB)

250,000,000 250,000,000

Annual caps
Actual transaction

amounts incurred

For the

year ended
31 December

2023

(audited)
IRMB)

For the

year ended
31 December

2024

(audited)
(RMB)

250,000,000

65,166,000

For the nine

months ended

30 September
2025

(uriaudited)
(RMB)

250,000,000

38,767,300

250,000,000

11,315,500



We nave discussed with the nianaoenient of the CollTpany and the Coinpany
inforined that the actual transaction amounts under the 2023-2025 Sales

Frainework Agreement were adversely affected by (i) the unexpected change in
procureiiient arrangeiiTent ill certain historical constructioiT projects, which led to
the decrease in sales of products under the 2023-2025 Sales Framework
Agreement; and (ii) the prolonged internal approval of the government bodies
for certain large-scale construction projects. which postponed the tendering
PI'ocess of the consti'uction projects and thus the demand of Tianye Group for the
products under the 2023-2025 Sales Framework Aoreement was also reduced. The
Company confirmed that the above were isolated events and the relevant impacts
only involved historical construction projects only and would not have any
material adverse effect on the Group's subsequent construction projects and sales
strategy.

When determining the annual caps under the 2026-2028 Sales Framework
Agreement, the Company has considered the future delnand of Tianye Group for
the products under the 2026-2028 Sales Framework Agreement, including the
products to be supplied for the Group's constructioiT projects. As mentioned in
the section headed "2.20ur assessment on the proposed annual caps of 2026-2028
Project Construction Services Frailiework Agreeinent" above. the Group is
preparing to participate the tender of the Sizeable Potential Project. For our due
diligence purpose, we have (i) obtained and reviewed the project and sales list; (11)
reviewed sales contracts and 10r sales invoices of all awarded construction
projects; and (iii) reviewed the tender notice of the Sizeable Potential Project.
We note that the Group may supply up to approximately RMB596.00 Inillion of
products to Tianye Group for the Sizeable Potential Project. Based on such
estimation. together with the other sales by the Group to Tianye Group for the
other construction projects, Tianye Group Inay have a potential deniand for the
products under the 2023-2025 Sales Framework Agreement up to approximately
RMB763.57 million for the three years ending 31 December 2028. As such, in
order to provide flexibility and opportunity of selling the products to Tianye
Group and to meet the potential demand of the products for' the construction
projects. in particular the Sizeable Potential Project. we consider that the
proposed annual caps under the 2026-2028 Sales Framework Agreement are fair
and reasonable so far as the Independent Shareholders are concerned.

5. Internal Control Procedures

As stated 11T the Letter from the Board, to safeguard the interests of the Company
and the Shareholders as a whole, the Group has adopted the internal control
procedures to standardize and prescribe pricing policies, mechanism, terms of
reference, and decision-making agencies so that the Proposed Continuing Connected
Transactions are conducted in accordance with their framework agreement and in
strict compliance with the relevant pricing policies.



With respect to the Proposed Continuing Connected Transactions. the ouiding
principles will apply and the relevant internal control procedures are as follows:

(1) The finance departnTent of the Company will, upon the occurrence of each
transaction, promptly record and In on 110r actual transaction ainounts of the
contin uing connected transactions contemplated under the Continuing
Connected Transaction Agreenients to ensure the annual caps thereiii will
not be exceeded;

(ii) The relevant personnel of the business department of the Coinpany will
conduct monthly follow-up reviews and inspections to assess whether the
Proposed Continuing Connected Transactions are carried out ill accordance
with the terms therein, so as to consider whether specific transaction prices
are fair and reasonable and in coinpliance with the aforesaid pricing policies:
(a) ill connection with governmental pricing principles, the Group will review
the relevant government-regulated or government-guided prices to ensure
that prices quoted to Tianye Group will be in compliance with the relevant
government-regulated or government-guided prices; (b) in connection with
the market pricing principle, as far as provision of services to Tianye Group
is concerned, the Group will review terms offered by independent third
parties, and ensure principal terms offered to Tianye Group will be favorable
to the Group and no less favorable to ternis offered by the Group to
independent third parties; (c) in connection with the agreed pricing principle,
where neither the governmental pricing principle nor niarket pricing principle
apply, prices offered to Tianye Group will be determined in reference to
reasonable costs plus specific reasonable profits, ill which case the Group will
ensure the relevant profit margin will not be less favorable than those offered
by independent third parties;

(111) In accordance with the Listing Rules, the auditor of the ConTpany will review
the Proposed Continuing Connected Transactions (which shall be subject to
annual review and disclosure requirements under the Listing Rules) on an
annual basis, and confirm (a) whether the Proposed Continuing Connected
Transactions are approved by the Board; (b) whether the Proposed
Continuing Connected Transactions are in compliance with the pricing
policies of the Group ill all material aspects; (c) whether the Proposed
Continuing Connected Transactions are entered into in accordance with the
Continuing Connected Transaction Agreeinents; and (d) whether the
Proposed Continuing Connected Transactions have exceeded the annual
caps;



(iv) In accordance with the Listing Rules, the Independent Non-executive
Directors shall conduct annual reviews (which shall be subject to annual
review and disclosure requirements under the Listing Rules) to confirm that
the transactions conteinplated under the Continuing Connected Transaction
Agreements are conducted (a) in the ordinary and usual course of business;
(b) on normal coinmercial or better ternTs; and (c) in accordance with the
Continuing Connected Transaction Agreeinents on terins that are fair and
reasonable and in the interests of the Shareholdei. s as a whole. Where the

aforesaid annual caps in preceding paragraphs are exceeded. the Continuing
Connected Transaction Agreements are renewed, or where material changes
take place, the Company will be required to re-coniply with the reporting,
announcement, and Independent Shareholders' approval requireiiients under
Rules 14A. 35 to 14A. 47 of the Listing Rules.

Accordingly, we have reviewed the documents of the internal control procedures
in respect of the Proposed Continuing Connected Transactions. Based on our review
on documents of the internal control procedures and the samples of the historical
transactions under the 2023-2025 Project Constructioi} Services Framework
Agreement, the 2023-2025 Purchase Framework Agreement and the 2023-2025 Sales
FrailTework Agreement in our assessment on the ternTs of the Continuing Connected
Transaction Agreements as discussed above in this letter, we considered the internal
control procedures are adequate and effective to ensure that the transactions as
contemplated under the Continuing Connected Transaction Agreements will be on
normal commercial terms and no less favourable to the Company than those offered by
independent third parties.



RECOMMENDATION

Taking into account the above principal factors and reasons. we consider that the
terms of the Continuing Connected Transaction Agreeinents, including the proposed annual
caps and the transactions contenTplated thereunder, are o11 normal conimercial terms and in
the ordinary and usual course of business of the Group. and are fair and reasonable so far
as the Independent Shareholders are concerned and in the interests of the Coinpany and the
Independent Shareholders as a whole.

Accordingly, we advise the Independent Board Committee to recommend to the
Independent Shareholders to vote 111 favour of the ordinary resolution to approve the
Proposed Continuing Connected Transactions and the proposed annual caps.

Moildging Dii'ec/o1' Di'I'ecior

Ms. Gi'/In Leung is d liteiised pel'soil I'egisiere(/ 11,111i Ihe SFC and u I'e. sponsib/e offIte}' o1
INCU Coi'po!'die Findiice Lii?Tiled 10 ('di'i'v o111 Type 6 (ddvisiiig o17 coiporuie nil(!rice)
legw/died dciiviiy 1111dei' !he SFO. She hds ovei' 20 yenrs of expel'ience in Ihe corpordte finaiice
illdu. SII'y und 11ds pdi'11'cj/?died I'" /he PI'0 vi. '10/1 q1 illdepeiideii/ /Inaiicici/ ddi, is o1'1' sei'vices 101'
vnrio!!s lidnsdciioii., nil, o1viiig coinpdiii'es 11^!ed ill Hong Kong.

INC. Corporate Finance Limited

Yours faithfully,
For and on behalf of

a Leung

Ms. PSI, che So is u litensed pel'soil regi. viei'ed 11,111i 1/1e SFC o11d a I'es/?on SI'b/e o1/1tei' o1
INCU Corpoi'die Findnce L!'}77iied 10 CUI'rj, owl Type 6 ((Id\, trillg o11 coipora/e ./indrice)
legu/died dciivi!y 11ndei' Ihe SFO. She lids o1'ei' 11/11e I'erri's o1' expel'iencc In ihe corpoi'die
fillQiice Indusii'y und lids pariic!:pd!ed ill Ihe PI'ovisioii o1 illdepeiideiii findnciQ/ adj, is o1'1,
sei'vices 101' vui'lows 11'di?sdciion. s lilyo/\, ing coli7pdnies /i'siecl ill Hong Kong.

P che So
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