Shougang Concord International Enterprises Company Limited

Dear shareholders,

all potential investors, employees and business partners who
care about the growth of the company,

“Work all day long and go with the times.” During the past
year, we have demonstrated greater confidence in advancing
strategic transformation to achieve development by changing
lane; we have gained more experience in tactical arrangement,
lean management and splitting complex issues into the most
simplified units.

During the year, the Company held 16 board meetings and 23
director-level special sessions. For its parking business, contracts
have been signed for in aggregate 22,128 new parking lots in
Beijing, Shanghai, Chongging, Chengdu and other cities. The
urban renewal fund under our management reached RMB30
billion, of which about RMB11 billion was newly increased.
The turnover of the iron ore trading continued to decline while
the gross profit margin increased significantly. Its associated
companies also achieved good returns. Moreover, two major
asset restructurings and one share subscription were conducted
during the year which further optimized our asset structure.

During the year, the Company has achieved a profit attributable
to shareholders of HK$353 million, with a year-on-year increase
of 516.4%; whereas the asset-liability ratio fell to 4.61%, with
accounts receivable and notes receivable decreased by HK$706
million to HK$117 million, representing a decrease of 85.8%;
cash reserves increased by HK$1.544 billion, up to HK$3.034
billion. Based on the confidence in the Company’s development
and aspiration to give back to the shareholders, the Company
is pleased to announce that the board has recommended
to distribute 2018 dividends in the total amount of HK$700
million to shareholders and plans to distribute dividends of not
less than HK$700 million to shareholders each year from 2019
to 2022.
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Under the complicated economic environment in 2018, the
Company’s above-mentioned achievements are the result of
joint efforts of all partners. As a Hong Kong listed company,
we are turning into a company with an innovative business
model, good cash flow, stable and healthy operation. Evolution
of the organization is steadily promoted, rapidly iterated and
upgraded. We make progress every quarter, every month and
even every day. With the common mission and vision and
the forming of a shared value, the team is transforming into
a real team. Next, on behalf of the board of directors of the
Company, | report to you on our efforts and achievements over
the past year.
CHAPTER 1. STRATEGY IMPLEMENTATION AND
REVIEW

The “grey rhino” stands there, and the “black swan” often
flies over as well. An excellent business management team with
leaping over the economic cycle as its goal can turn a business
idea of “what to do” into a real business of “what should be
done” in an uncertain economic environment.

For the Company, our challenges are to smoothly and safely
retreat from traditional business, seize the opportunities of
rapid growth for new business, maintain sufficient quality
and speed, and achieve transition in different dimensions,
which require the abilities of deep thinking, broad cognitive
dimension and fast learning from our team.
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Shougang Concord International Enterprises Company Limited

Parking business segment: flourishing
development with strategic focus

Through the investment and operation of parking assets,
we have achieved product upgrades, management
empowerment and service value increase, in order to
provide better services to users, and thus obtain good
returns from assets.

In the past year, the investment intensity in parking
assets has been continuously increased. By defining a
clear regional layout, we have focused on parking assets
with high traffic, huge potential and good returns, and
promoted efficiency in asset construction and operation
as well as provided users with structural opportunities
for parking consumption upgrade.

During the year, the Company has acquired 22,128
parking lots through contracts awarded to the Company,
increased by 307% (year-on-year), with an actual
acquisition of 30,513 parking lots (some contracts
were signed in February 2019). These parking lots were
strictly selected out from more than 300 car parking
projects on retention and 80 projects which were put
forward to meetings for discussion in 2018. Although
it's below the target of 50,000 parking lots proposed in
the 2017 Chairman’s Statement, the team has adhered
to the bottom line of profits, ensured asset quality as
the priority and strived to reach the optimal results. We
believe that, based on the achievements made during
the year, the Company is capable of fully exerting its
efforts in 2019. By setting the key performance index
for the management team to be the acquirement
of 100,000 parking lots, we will be able to further
consolidate the leading position in the industry.
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Define attributes of the category to create
cutting-edge products for the future

In 2017, the Company formulated the investment
principle of “key cities, prime locations and
quality parking spaces”. In 2018, we have further
clarified the category attributes of parking assets.
In the area of investment, we have continuously
focused on the first-tier and second-tier key
cities in China. In terms of the classification of
products, as always, we have focused on large-
scale transportation hubs, high-density public
utilities, and the supporting parking assets of
commercial properties with high traffic. For
the operation of specific projects, we have
further focused on high-quality projects in prime
locations.

With the accelerated popularization of
technologies such as 5G, smart driving, and the
Internet of Things, the car as a smart terminal
is about to usher in a magical moment. As the
key component in multiple scenes of travelling,
the future parking space will become a new
landscape with ultimate efficiency, green sharing,
and seamless intelligence.

Focus on market segments, and create
products of differentiated business forms

We have accelerated to make the team more
capable of polishing edge-cutting products in
market of differentiated business forms. We have
explored the investment and business models
with distinctive features in three sub-sectors,
namely transportation hubs, public facilities
and commercial properties, and have achieved
breakthroughs in implementation of major
projects.
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Transportation hub parking

Based on its comprehensive knowledge of user
needs and deep understanding of the investment
and financing system for infrastructure in China,
the Company has formed a leading position in
airports and high-speed railway stations, and
etc. and has built its core competitiveness in
all links of the whole process of parking lots
ranging from design, investment, construction
and operation. During the year, in addition to the
parking buildings of Beijing Daxing International
Airport and Shanghai Honggiao Airport, the
Company has also acquired the long-term
operating rights of the parking lot of Guiyang
Longdongbao International Airport, which has
further consolidated its leading position among
airport parking building operators.

I would like to introduce to you the Beijing Daxing
International Airport Parking Building Project.
At present, the preparation for construction
and operation of the project is progressing
smoothly and has entered the stage of final
construction and final commissioning. The leasing
and operation together with the product design
are also progressing steadily as planned. The
project is scheduled to be put into operation
simultaneously with Beijing Daxing International
Airport in October 2019.
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As China's super-large integrated transportation
hub for international aviation, Beijing Daxing
International Airport is a new landmark for the
coordinated development of “Beijing-Tianjin-
Hebei” integration. It will have the world's largest
single terminal upon completion and operation.
The airport’s long-term planning throughput of
passengers is 100 million person-time, and its
parking building will serve 12 million vehicles/
time annually. We target to build it into a
flagship benchmark project in category of the
comprehensive transportation hub, provide world-
class parking and travel service to customers and
travelers around the world.

Public utility parking

For public utility parking, we have focused on
the segment market of grade lll-level A hospitals
in the first-tier cities. | think many friends share
the same feeling as mine towards the quality of
these parking services: limited parking spaces
in hospitals has caused serious congestion in
the surrounding roads and this brings extremely
inconvenient to nearby residents and patients.
There is a huge demand and urgency to upgrade
the hospital parking lot. To this end, through
carrying out product innovation by changing the
ground parking lot to multi-storey parking lot, the
Company has made intensive land use and tapped
potential of resources, and also has improved
internal and external traffic environment of
hospitals as well as has realized a better unity of
economic benefits and social benefits.
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I want to share with you the China-Japan
Friendship Hospital project. There is, on average,
over 8,000 person-time of outpatients and
emergency patients every day and about 2,500
vehicles entering and exiting hospital daily, but
with limited 340 parking lots formerly. The limited
parking spaces had caused slow traffic, serious
congestion, and even affected passing through
of ambulances, which threatened the life safety
of patients. Our Company has utilized part of
the original ground parking lot and built a self-
propelled four-storey parking building with a total
area of 10,000 square meters, which can provide
520 parking lots, representing an increase of
53%. After implementation of the project, traffic
speed of the main roads around the hospital has
been at least doubled during peak hours, and
the average waiting time of vehicles has been
reduced by 80%. In addition, the top floor of the
parking building is also equipped with a medical
rescue helipad which allows a helicopter of less
than 8 tons to take off and land. It is the only
special medical facility in downtown Beijing that
seamlessly combines air and ground rescue, which
provides a new life channel for emergency rescue
of the seriously ill patients.
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Commercial property parking

The parking of commercial properties is
a relatively mature area. Our focus is on
adding value to the owners’ properties and
comprehensively improving operational
capabilities, including the provision of
professional advice on traffic flow forecasting,
moving line optimization and cost saving
aspects. Moreover, we have aimed to deliver fast
and “housekeeping” parking services during
operation.

In 2018, through project expansion and merger
and acquisition of equity, we acquired the
parking lot of New World Department Store in
core business district of Beijing, the parking lot
of Shangjing Tiandi in Shanghai and the parking
lot of the Wisdom Valley of Chengdu (Chengdu
Xibuzhigu Park), which further enriched the basic
portfolio of the Company’s parking business,
increased the size of parking spaces under
operation and management, and optimized the
regional layout of investment.
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Consolidate basic capabilities, create lean and
efficient operating system

For high-quality parking assets and premium
parking services, the Company’s commitment to
shareholders and users shall be met through lean
and efficient operation and management by all
colleagues and partners.

We have launched 5-Stars service system to
comprehensively improve the quality of parking
service. Identification system for parking lots has
been constantly upgraded to make parking more
efficient to save every second for car owners; we
have paid attention to detailed management by
reasonably planning the parking space to ensure
vehicles enter and exit conveniently, and have
been always keeping the parking lots clean to
ensure good experience to car owners; safety
is paramount, we have guaranteed cameras
to operate 24 hours a day and have equipped
parking lots with 24-hour central control and
on-site security personnel to immediately meet
the customer needs. In 2019, the 5-Stars service
system will cover all parking lots under our
management. The Company has always been
committed to meeting the needs of customers,
and we hope that all users can experience the
quality of our parking services in every detail.

In 2019, the Company will continue to increase
its investment in parking technology. Innovative
products such as Al technology and immersive
services will also be launched gradually, and
management productivity will be further improved.
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We have launched mixed parking consumption
products in several parking lots. Our team has
expanded the marketing coverage to a radius
of 3 kilometers away from the independent
parking lots and have attracted an increase
of 30% customers. A trail of differentiated
pricing strategy for different hours and different
sub-areas will be launched at Beijing Daxing
International Airport. Meanwhile, we have carried
out environmental and lighting improvement
projects in our parking lots. We hope that the
users could feel the warm light from S-Park on
their journeys.

Explore incremental benefits, expand the
innovative space for non-parking business

We know that excellent asset operators should
never be satisfied with value preservation, but
are good at finding opportunities to explore
incremental benefits. The parking business
inherently possesses dual attributes of traffic
and space, so non-parking business is a natural
extension of parking business and full of space
for innovation. We have in-depth cooperation
with Didi Group, Guazi second-hand car, and JD
Technology, and strive to deliver a better user
experience in areas of convenient transportation,
power charging services and new retail.

We have cooperated with Beijing avant-garde
artists to spice up our parking lots with graffiti art
elements, creating more youthful and fashionable
atmosphere in urban underground space. A
series of events such as graffiti show, flash mobs,
photography festivals, music festivals, and street
performances will be launched subsequently so as
to create a new hangout for urban fashion culture
to attract more young people.
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We have been constantly exploring on how to
shift parking lots from single parking space into
new multi-functional urban space. We believe,
by restructuring and integrating functions of
the space, our product can stand out among
the competitors whilst generate a great sense of
affinity and superimpose its future value.

Based on expansion of non-parking business
and exploration of urban space functionality, we
predict in 2019 that revenue from non-parking
business will account for more than 30% of the
total revenue.

| spend a lot of time to review how we polished
the parking business. | believe no matter how the
economic cycle is adjusted, we should consider
where constant rigid demand is, what unchanged
commercial essence is, and how to improve
efficiency, create products.

Regarding product, we can't be lazy, can't take
shortcuts. Do what we should do, every step
counts. The team should offer products which
are good enough to seize opportunities growing
by ten or even hundreds times. What is “good
enough”? | think that only “one-fold better than
the previous one” is not enough. In the future,
only “ten-fold better” will have an opportunity to
stand out.
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2. The urban renewal fund business segment:
distinctive resource advantages and good
strategic start

The urban renewal fund relates to the major mission

and responsibility of the Company in transformational
development of Shougang Group, also an important part
of the Group’s transformation towards an integrated

urban service provider.

(1)

Prominent location advantage of the park,
with major policy support from the Group,
the urban renewal fund business has
outstanding endowment advantages

The hundred-year-old Shougang has witnessed
revitalization of national iron and steel industry,
also has marked a profound accumulation of
industrial civilization. Located in Shijingshan and
by Yongding River, the new Shougang Park has
distinctive regional advantages, rich ecological
and cultural resources, with an area up to 8.63
square kilometers for development. Shougang
Group has given the fund business for Park
renewal to the Company, which has indicated the
strongest policy support to the Company, and we
are determined to play a greater role to serve the
Park development.

With arrival of the Organizing Committee of
the Winter Olympic Games, Shougang Park has
ushered in important historical opportunities.
On 5 June 2018, Shougang Group became
the highest-level sponsor of the 2022 Winter
Olympic Games, namely, the Olympic official
urban renewal service partner. In the future,
the new Shougang Park will become a model
for the Olympic Movement to promote urban
development, a world’s model for the reuse of
the industrial heritage and the revitalization of
industrial zones, and a new landmark of urban
renewal with global influence in the new era.
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The Winter Olympic Plaza and Qiaomengyuan
(Overseas Chinese Creation and Innovation
Development Zone) project progressed
smoothly, the urban renewal business
segment achieved a good strategic start

During the year, the Company and Tishman
Speyer, a renowned international investor and
operator for industrial park, jointly launched
the Winter Olympic Plaza project. The project
is located on the extension of Chang’an
Street, accessible by multiple subway lines and
convenient transportation. Integrated with the
Winter Olympic Games Organizing Committee
Office, the gross floor area of this project is
225,000 square meters. We will work with our
partners to create architecture with retained post-
industrial style, perfectly combining historical
heritage with modern architecture. In the
future, the park will become an international
sports, science and technology industrial park
integrating headquarter office, commerce, sports
entertainment, and service facilities for Winter
Olympics Games, a lively practice of promoting
urban development of Olympic Games. The
Qiaomengyuan Project is located on the west
extension of Chang'an Street, with a total
area of 11,000 square meters. Positioned as a
comprehensive space for innovative new business
forms, the project concentrates on new business
forms such as international business schools, new
retail bookstores, international exhibitions and
displays. In 2018, 168 high-end events, courses
of 5 renowned business schools and 11 TED-style
speeches were undertaken, attracting high-end
traffic of more than 20,000 person-time. Both
Yiwan College of Matrix Partners and the Canjia
College of Shougang Fund have chosen to locate
here. Compared with the surrounding traditional
office, sales per square meter of this project
increased by more than 40%.
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From a long term perspective, we believe in the
future park development and real estate sector
will mainly shift from incremental development to
stock renewal. Through the light asset operation
mode of “Fund + Base + Industry”, aiming at
high-quality development by serving the park
better, we will collaborate with top partners to
build benchmark projects in the park to ensure
quality of renewal development. Meanwhile,
we begin to pay attention to opportunities for
investing and acquiring premium resources and
properties for renewal in core cities besides
Shougang Park. Through renovation and renewal,
operational improvement and import of resources,
we can realize restoration of asset value and add
value to assets, and expect the withdrawal of
fund investors through REITs.
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Non-core business segment: insist firmly
on transformation development, strategic
withdrawal progressing smoothly

Honoring our commitments to all investors, we have
withdrawn further from the non-core business while
developed actively in core business. During the year,
revenue from ore trading reduced to HK$1.5 billion,
decreased by 60.6% than that of 2017; the gross profit
margin of ore trading business increased from 0.2%
to 3.5%, and the receivables decreased from HK$817
million to HK$63 million. In 2019, the Company will
further cut the scale of ore trading business. In addition,
the disposing of the entire equity of Shougang Concord
Century Holdings Limited, an associated company of the
Group, which will bring HK$206 million in cash to the
Company.

An excellent management team takes the initiative
to find new business opportunities and continuously
adds value to company during cyclical adjustment. |
appreciate the great contribution made by the trading
business team to the established strategic withdrawal,
as they have followed the Company’s arrangements and
have taken overall situation into account.
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Introduced strategic investors: ensure long-
term development and highlight strategic
synergy

By introducing strategic investors with synergy and
leading edge, it has further optimized Company’s
shareholding structure and will enhance corporate
governance of the Company and will bring the
operations of the Company to an international
level, therefore laying the foundation of long-term
development for the Company.

During the year, NWS Group, ORIX Group, and CIMC
Group have become important strategic shareholders of
the Company. NWS Group funded twice in March and
September respectively to support the Company’s equity
adjustment and placement. In December, NWS Group
sold out Urban Parking (Beijing) Limited, a company
which has been cultivated in mainland China for many
years, to the Company, reflecting their strong support
to the Company’s transformation development. CIMC
Group is the largest container manufacturer in China.
Its automatic multi-storey parking system business
subdivided from the airport facilities equipment business
segment, as an important part of the ecological chain of
the parking industry, will form a good strategic synergy
with the Company’s parking business. As one of the
global top integrated financial service groups, ORIX
Group has taken actions to give support to and to show
its confidence in the Company.
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By the end of the year, the Company’s total assets
have reached HK$9.43 billion with an increase of about
HK$1.244 billion from the end of previous year, up
approximately 15.2%, and its book cash has reached
HK$3.034 billion, showing an abundant liquidity. The
Company’s net assets have amounted to HK$8.995
billion with an increase of about HK$1.751 billion from
the end of previous year, up approximately 24.2%. The
asset-liability ratio has further lowered, from 11.52%
to 4.61%. The Company’s asset condition is at its best
in recent years, with extremely low asset-liability ratio
and sufficient cash reserves, making the Company
more unruffled in a complex and volatile economic
environment.

We are extremely grateful for the investment by strategic
shareholders during the transformation stage of the
Company. The Company will exercise best endeavor,
act out and create greater value for shareholders. In
the future, according to the development needs of the
Company, it might be necessary to have a few more
strategic shareholders who understand the industry and
are able to contribute to market expansion and resource
integration. It will increase the number of shares of the
Company, however, the Company will strictly adhere
to the bottom line and gradually enhance its dividend-
paying ability to achieve a continuous increase in the
dividend payout ratio. If the market opportunity is
appropriate, it does not rule out the possibility of share
buy-backs. It is an important task for the management
team to ensure a continuous increase of the earnings per
share for all shareholders.
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CHAPTER 2. ORGANIZATIONAL GROWTH AND
EVOLUTION

There are two core variables in the growth of an enterprise:
strategy and organization. The explicit variable is strategic
focus, and the implied variable is the organizational iteration.
If the strategy cannot be effectively focused, the organization
will be exhausted with decreasing efficiency. If the speed of
organizational evolution cannot be kept up with the pace of
strateqgy, the enterprise will eventually stop moving forward.

The achievement of the business performance in 2018 was
the result of our constant focus on and efforts in the strategy.
However, in order to win from battle to war, the Company
needs to build a highly capable team and a self-growing
system.

1. Build a highly capable team

Talents gather for their careers, and the Company thrives
on talents. In the journey towards the ambitious goal,
we need excellent talents sharing common goals and
values to continuously join our marching team. How
to attract the best talents to join us, how to place
people in the best suitable positions to play their roles
effectively, how to design a mechanism to retain the
outstanding talents, and how to cultivate the growth of
young talents with great potential, all the above are the
most important things for us to build a remarkable and
evergreen company.

FoEAGRREEL

PREAEREHEEOEE : E R A
RE BB I BEARE B2 A 5 %
Lo BHE T BEBFRRSE  RIME  IE T 3L F IR
T A A (E A 2 JF A0 R R TS B B 2
PRSI TH

DEMERBANIT BRI B LT B R
FEEZE 7 a4 R (8 2 A BEHE T I (L] f5
B8 FEIE—XIEAET ) 0 8B — 1
B LA B # A= A R A e

—  TEBAEM D HEEK

ATREEMEE RFEAS M E
AL o FE[A R A B AR ATAE RO AR 7 - 3R AP
FEAEARBBEMEEBRNES AT
ANE DA TR AP A HE B B R o AT IR S| &%
BFOAT NG WEAEREBEOALE
REMNMEUEEERNER O RF
HEHBEEFOAT - IAEEHAE
NOBFAARE KMEEFHEES
X HEMRFAZTEEZNER-



Shougang Concord International Enterprises Company Limited

In 2018, more outstanding talents joined our
management team

Ms. Zhang Meng, Deputy General Manager of the
Company, is in charge of investment, management,
and withdrawal of the Company's funds. Before joining
Shougang Fund as Director of Risk Management in
2014, she had worked in a well-known law firm in China
for a long time and accumulated rich experience in
fund business. She is forthright, sincere and motivated,
dares to take the responsibilities, and takes care of her
team. She is able to lead the team to achieve good
performance by overcoming difficulties.

Ms. Liang Lixia, Deputy General Manager of the
Company, has more than 20 years of experience in
well-known real estate companies before joining the
Company. She has unique and profound insights into the
value increment and re-creation of commercial projects.
She presided over the acquisition and re-disposal of
various non-performing assets projects in Beijing,
with huge returns generated. Her joining is of great
significance to the Company’s relevant exploration and
business development.

During the year, with the Chinese team of Urban Parking
from NWS Group via acquisition, we have become even
more powerful. Among them, Mr. Lu Ping has 10 years
of experience in parking management and 15 years
of experience in commercial real estate management,
especially extensive practical experience in equipment
selection and emergency response.
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In 2018, more frontline teams have grown rapidly

There are so many teammates | want to thank. This
year | would like to introduce our team at Shanghai
Honggiao Airport to you. Among them, Ms. Jia
Menglei, the ticketing supervisor, starting from a
junior leader responsible for collecting parking fees,
she has witnessed that the daily parking volume of
P1 parking lot of Honggiao Airport has grown from
100~200 vehicles per day to more than 4,000 vehicles
per day. There is always a smile on her face, trying to
make customers feel at home; Ms. He Meifang, Head
of Finance, has come to Shanghai to work since 2007
and is currently Head of the Financial Department of
Honggiao Project. She is meticulous in accounting
work without any deviations and brings great synergy
throughout every level of the Company.

Shape an evolutionary organization

At the moment, the traditional corporate organizational
form might be seriously challenged. Too many
organizational levels lead to low decision-making
efficiency, which makes high-level managers lose their
sensitivity to the frontline market; complex management
rules and systems hamper the initiative and innovation of
talents, and the unreasonable value distribution system
cannot retain outstanding talents.

We must change and shape an organization with the
capability of evolution, in which flexibility could resist
the rigidity derived from scale and innovation could fight
against organizational entropy increase, so as to ensure
the Company stays longer in the phase of healthy and
high-speed growth.

(1)  Reduce internal hierarchy, and shape a flat
organization

Generally speaking, the more hierarchies within
an enterprise, the more reporting there will
be, the harder it is to understand and slower
the action will be taken. The primary goal of
employees is to fulfill orders from superiors in
the layer-by-layer report, instead of being user
centric, and they will spend their energy on the
report, instead of going to frontline to solve the
users’ real problems.
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As a startup, we want to create a culture
entirely different from big companies and we are
determined to create a flat organization and strive
to achieve “three and a half levels” and "two and
a half levels” management in decision-making
by streamlining and optimizing organizational
structure. For business operation, there are no
more than three levels from the bottom level to
top management, and then to the last half level
(board) for review. For fund investment business,
there are no more than two levels from the most
bottom level to the top management, then to
the final half level (the investment committee) for
review. We ask mid and senior level executives to
be accountable instead of simply avoiding risks.
Those who fail to lead the team to win the battle,
but blame the subordinates and external factors
shall be resolutely dismissed.

Develop simple rules to create a networked
organization

We are committed to creating a network
organization that is professional, highly
adaptable, and efficient.

In terms of operational rules, we believe that
extremely simple rules rather than complex
central control system can guarantee the
creativity of the junior employees, realize the
network effect of emerging collective wisdom,
and ensure the sensitivity and flexibility of the
Company to the frontline market.
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In terms of organizational collaboration, we have
drawn inspiration from the Yuanyang Array in
ancient military tactics, to define the boundaries
of each person’s professional ability and view
everyone as a trusted partner on the one hand,
and to break the boundary, communicate and
collaborate in the most direct and effective way
on the other hand. By combining the advantage
of flexible division of small teams with the
advantage of scaled operation of big teams, the
Company can flexibly apply the array according to
environmental changes.

For potential risks, we control them through
negative lists, but contents of the lists comply
with the principle of simplicity and can be
supplemented according to situation. For audits
and various interim and post event supervision,
in-process checking and results replay will be
conducted annually, quarterly and monthly
according to the negative lists, which is an
insurmountable red line for Company’s operation.

Establish a sharing mechanism to create a
dynamic organization

At present, how to establish an effective sharing
mechanism is important to modern corporate
governance. In essence, it is an issue of how
to determine the relationship between talents
and enterprises in respect of value creation and
distribution. As early as 1980s, Shougang Group
was one of the first batch for trials of national
economic system reform to implement a contract
plan of “Contracting for Progressive Increases of
Profit”. Under the historical conditions at that
time, the contract system allowed Shougang to
“have both self-motivated and self-constrained
mechanisms, and be able to be self-accumulated,
self-reform, and self-developed.” Implementation
of the contract system enabled Shougang
to break through the constraints of planned
economic system, expanded the autonomy of
business operation and effectively promoted the
development of the enterprise.
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The Company inherits the Shougang spirit of
being 'highly responsible, innovative and leading’,
has formulated a mechanism in line with market-
oriented reform for management and key
business staff, covering basic salary, performance
bonus, long-term earnings sharing, and value
sharing. We hope that employees will have no
worries behind when they dedicate to and work
hard for the Company, they will receive sufficient
respect and reward.

CHAPTER 3. PONDERING OVER THE
COMPANY’S MISSION, VISION,
AND VALUES

In our business practice, | have become more and more aware
that the corporate values not only influence our strategic
Jjudgment, management decisions and behaviors, but also
fundamentally determine our destiny.

What kind of products do we want to provide to users? How
do we continuously make efforts to contribute to the society?
What kind of company do we want to be? What values shall
we uphold to achieve our goals? This is the three ultimate
questions of the philosophy of corporate survival: “Who am I?
Where am | going? How will | arrive?” Without a mission, we
will not know the ultimate meaning of existence. If there is
no vision in common, we will not know where to go together.
Without values, we will not be able to judge what are right
from wrong.

To this end, we have thought and discussed thoroughly.
Some expressions may not be completely accurate now, but |
hope this is a beginning. We are open and inclusive, hope to
share our ideas, and look forward to hearing voices from all
shareholders, employees, and business partners.
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Our mission and vision: be a trustworthy
superior asset investor and operator, make
city life better!

We hope that in the near future, the Company could
become the best asset investment enterprise with a
deep layout in the familiar assets segment in China,
and create great value for investors through anchoring
the asset investment opportunity with lower risk, better
returns, more dividends, and less retracement.

We hope that in the near future, lean management
could be applied to make asset operation more efficient,
empower evolution of urban functions, provide
more valuable services to customers, use science and
technology to generate profound changes, and create
better urban life for users.

We hope that in the near future, the Company will be
sufficiently inclusive and open, with equity as a link to
invest and acquire more valuable companies and assets,
as well as with SG Capital Group as a cultural identity
to build the cornerstone of trust by empowering and
managing the invested companies and assets.

We hope that in the near future, the team will share
common cognitions, believe in and abide by common
values, continuously grow on the platform, create more
values for the Company and society, and ultimately enjoy
benefits from the Company’s development.

Our values: value investment, excellent
products, open and inclusive

To achieve mission and vision of the Company, we need
to achieve a lot of important tasks. The most important
thing in this process is what kind of values we adhere to,
and the multiple thinking models built by these values.
The values of the Company determine our behavior
patterns and value criterion.
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Shougang Concord International Enterprises Company Limited

Must uphold the principle of value
investment

In the past five years, the price of a considerable
number of assets in mainland China has seriously
deviated from their value. Instead of blindly
investing the funds into the highly valuated
business to earn temporary plaudits in commercial
illusions, it is better to make well preparation
while waiting, to take initiative to pave a path
for business development and to comprehensively
engage in the investment and operation of
parking facilities and other undervalued assets.
We have further improved our investment
decision-making model and persisted to maintain
investment standards. We uphold the idea of
being low profile, “make a hard camp and fight a
dull battle”, to win tactfully and readily without
competing. Unswervingly focusing on long-term,
and only earning long-term money, we believe
that excellent long-term investors will be surely
rewarded by time.

Be committed to providing the best products
and services to society

Industry is the past, customers are the future. We
must always think and improve the products from
user’s perspective, and even redefine the product
category, because the users and we all believe
that the parking lot should be a comfortable,
efficient and safe space, and it should exist like a
piece of artwork, and a space full of warmth and
real perception. In order to achieve such goals
and pursuits, we will strive to provide customers
with the best parking service in the world by
creating the best products and services through a
“ten-fold better” efforts.
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(3)  Be a trustworthy, open and inclusive investor

As an investor who intends to acquire control
in the target companies, it is necessary for the
Company to establish a foundation of common
interest with the acquired Company, and it is
necessary to build a multi-level trust system.
Under this principle, we work from three levels.
First, locate the win-win situation for both parties
in the price and structure of transactions. Second,
think about how to empower our partners before
the acquisition, identify to-do-list, in principle,
we will not invest in a company if we can’t
help its development. Third, create an extremely
simple negative list, extremely strict red lines and
extremely serious in-process supervision and post
event audit.

As more and more teams join our big family,
we will adhere to an open and inclusive culture
in the future. Inspired by the common mission
and vision, we will continue to foster the
endogenous feature of culture and value and
enhance recognition of value and cultural identity
to become a united team working together in
harmony.

CHAPTER 4. ACKNOWLEDGMENT

There are a lot of people | would like to thank. We are
exploring and walking on an unknown road, and we can see
the glimmer of a lighthouse in a distance. Even though we are
getting closer to the lighthouse, we are still walking on our
way. However, with the support from the shareholders, the care
of our customers, and the efforts of our teammates, we are
never alone when moving forward, and we can draw strength
of the present moment and make great strides towards the
future.

On the road of exploration, Shougang Group gives the best
resources and the greatest support to the Company, and also
allows the team to innovate on the cutting edge via trials and
errors and constantly seek to create the ultimate products. It is
under the inclusiveness of Shougang Group that the Company
has the opportunity to grow up with breakthrough.
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Shougang Concord International Enterprises Company Limited

On the road of exploration, investors have given great trust in
us. Now the Company is at the initial stage, and many works
are not perfect. Under this circumstance, our investors give
great financial support to us, help integrate the industrial
chain and spend time on researching the priorities of the
Company’s development. These are the important cornerstones
for the Company to become the best company in the market

segments.

On the road of exploration, customers open up to innovation.
We polish the products, guarantee better urban life services
and redefine product categories in cooperation with our
customers.

On the road of exploration, the teammates are working
together and marching forward. Enterprise never has a perfect
moment, but every teammate has aspiration to pursue “ten-
fold better” with the common goal of creating an ideal
enterprise, and never stop.

The best gratitude is to reward the trust of shareholders and
customers with better performance and better products, and
to encourage the team to grow up together with the Company
and ultimately realize the mission and vision of the Company.

The future has come, 2018 has already ended. | believe in 2019
it will be even more fantastic with the support from all of you.

Thank you all!

Zhao Tianyang
26 March 2019
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