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

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents delivered to the Registrar of Companies
in Hong Kong” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required under Section 342C of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance. The Securities and Futures Commission and the Registrar of Companies in Hong
Kong take no responsibility as to the contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be determined by agreement between our Company (for itself and on behalf of the Selling Shareholder) and
the Joint Bookrunners (for themselves and on behalf of the Underwriters) on the Price Determination Date, which is expected to be on or
around Wednesday, 4 October 2017, or such later date as may be agreed by our Company and the Joint Bookrunners (for themselves and on
behalf of the Underwriters) but in any event no later than Friday, 6 October 2017. The Offer Price will be not more than HK$0.42 per Offer
Share and is expected to be not less than HK$0.34 per Offer Share, unless otherwise announced.

If, for any reason, the Offer Price is not agreed between the Joint Bookrunners (for themselves and on behalf of the Underwriters) and our Company
(for itself and on behalf of the Selling Sharecholder) on or before Friday, 6 October 2017, the Share Offer will not become unconditional and will
lapse immediately.

The Joint Bookrunners may, with our Company’s consent, reduce the indicative Offer Price range stated in this prospectus and/or the number of Offer
Shares under the Share Offer at any time prior to the morning of the last day for lodging applications under the Public Offer. In such a case, a notice
of reduction in the indicative Offer Price range and/or the number of Offer Shares will be available at the website of the Stock Exchange at
www.hkexnews.hk and the website of our Company at www.geotech.hk. Details of the arrangement will then be announced by our Company as soon
as practicable. Further details are set out in the sections headed “Structure and conditions of the Share Offer” and “How to apply for the Public Offer
Shares” in this prospectus.

Prior to making an investment decision, prospective investors should consider carefully all the information set out in this prospectus, including risk
factors set out in the section headed “Risk factors” in this prospectus. Pursuant to the Public Offer Underwriting Agreement, the Sole Sponsor and/or
the Sole Lead Manager has the right in certain circumstances to terminate the obligations of the Public Offer Underwriters at any time prior to 8:00
a.m. (Hong Kong time) on the Listing Date. Further details of such circumstances are set out in the paragraph headed “Underwriting — Underwriting
arrangements and expenses — The Public Offer — Grounds for termination” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act and may not be offered, sold, pledged or transferred within
the United States or to, or for the account or benefit of, U.S. persons, except in transactions exempt from, or not subject to, the registration
requirements of the U.S. Securities Act. The Offer Shares are being offered and sold outside the United States in offshore transactions in reliance on
Regulation S under the U.S. Securities Act.
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EXPECTED TIMETABLE

If there is any change in the following expected timetable, we will issue an
announcement on the website of the Stock Exchange at www.hkexnews.hk and the website
of our Company at www.geotech.hk.

Application lists open N°'® 2 11:45 a.m. on

Wednesday, 4 October 2017

Latest time for lodging WHITE and YELLOW
Application Forms and giving electronic application
instructions to HKSCC N°'* 2 .. 12:00 noon on
Wednesday, 4 October 2017

Application lists close N°' 2 12:00 noon on

Wednesday, 4 October 2017
Expected Price Determination Date N ® . .. .. ... . Wednesday, 4 October 2017

Announcement of the final Offer Price, the level of
indication of interest in the Placing, the level of
applications in respect of the Public Offer and the
results and basis of allotment under the Public Offer
to be published on the website of the Stock Exchange at
www.hkexnews.hk and the website of our Company
at www.geotech.hk ™°'® ® on or before ............... Wednesday, 11 October 2017

Announcement of the results of allocations (with successful
applicants’ identification document numbers, where applicable)
to be available through a variety of channels including
the website of the Stock Exchange at www.hkexnews.hk and
the website of our Company at www.geotech.hk N°t¢
as described in the section “How to apply for the
Public Offer Shares — Publication of results” on or before . Wednesday, 11 October 2017

Results of allocations in the Public Offer to be available at
www.ewhiteform.com.hk/results with a “search by ID”
function from ... ... ... .. Wednesday, 11 October 2017

Despatch/collection of share certificates or deposit of Share
certificates into CCASS (Notes © and D iy regpect of wholly or
partially successful applications pursuant to the Public Offer
on or before . ... Wednesday, 11 October 2017

Despatch of collection of refund cheques ™o'es 7- & and 9)

in respect of wholly or partially unsuccessful applications
under the Public Offer on or before .................. Wednesday, 11 October 2017

Dealings in Shares on the Main Board expected
tO0 COMMENCE AL . ottt ettt e e e e e e e e e e e e e 9:00 a.m. on
Thursday, 12 October 2017



EXPECTED TIMETABLE

Notes:

All times and dates refer to Hong Kong local time and date. Details of the structure of the Share Offer,
including its conditions, are set out in the section “Structure and conditions of the Share Offer” in this
prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in
Hong Kong at any time between 9:00 a.m. to 12:00 noon on Wednesday, 4 October 2017, the application
lists will not open and close on that day. Particulars of the arrangements are set forth under the section
headed “How to apply for the Public Offer Shares — Effect of bad weather on the opening of the application
lists” in this prospectus. If the application lists do not open and close on Wednesday, 4 October 2017, the
dates mentioned in this section may be affected.

Applicants who apply for the Public Offer Shares by giving electronic application instructions to HKSCC
via CCASS should refer to the paragraph headed “How to apply for the Public Offer Shares — Applying by
giving electronic application instructions to HKSCC via CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Wednesday, 4 October 2017 and, in any event,
not later than Friday, 6 October 2017. If, for any reason, the Offer Price is not agreed between the Joint
Bookrunners (for themselves and on behalf of the Underwriters) and our Company (for itself and on behalf
of the Selling Shareholder) by Friday, 6 October 2017, the Share Offer will not proceed and will lapse.

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

Share certificates for the Public Offer Shares will only become valid certificates of title at 8:00 a.m. (Hong
Kong time) on the Listing Date (such date is currently expected to be on Thursday, 12 October 2017)
provided that (i) the Share Offer becomes unconditional in all respects; and (ii) the right of termination as
described in the paragraph headed “Underwriting — Underwriting arrangements and expenses — The Public
Offer — Grounds for termination” in this prospectus has not been exercised thereto and has lapsed. Investors
who trade Shares on the basis of publicly available allocation details prior to the receipt of Share
certificates or prior to the Share certificates becoming valid certificates of title do so entirely at their own
risk.

Applicants who have made an application using WHITE Application Forms for 1,000,000 or more Public
Offer Shares under the Public Offer and have provided all information required by the Application Forms
may collect their refund cheque(s) and/or share certificate(s) in person from the Hong Kong Branch Share
Registrar between 9:00 a.m. to 1:00 p.m. on Wednesday, 11 October 2017. Applicants being individuals who
are eligible for personal collection may not authorise any other person to make collection on their behalf.
Applicants being corporations which eligible for personal collection must attend by their authorised
representatives bearing letters of authorisation from their corporations stamped with their chops. Both
individuals and authorised representatives of corporations must produce, at the time of collection, evidence
of identity and/or (where applicable) authorisation documents acceptable and satisfactory to the Hong Kong
Branch Share Registrar.

If an applicant is using a YELLOW Application Form or giving electronic application instructions, the
relevant arrangements are set out in the paragraph headed “How to apply for the Public Offer Shares —
Despatch/Collection of share certificates and refund monies” in this prospectus.

Uncollected share certificates and refund cheques will be despatched by ordinary post, at the applicants’
own risk, to the addresses specified on the relevant applications. Further information is set out in the
sections headed “How to apply for the Public Offer Shares — Despatch/Collection of share certificates and
refund monies” and “How to apply for the Public Offer Shares — Circumstances in which you will not be
allocated Public Offer Shares” in this prospectus.

Refund cheques will be issued in respect of wholly or partially unsuccessful applications under the Public

Offer and also in respect of wholly or partially successful applications in the event that the final Offer Price
is less than the maximum Offer Price of HK$0.42 for each Offer Share.
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EXPECTED TIMETABLE

9. Part of the Hong Kong identity card number/passport number of an applicant or, if there are joint
applicants, part of the Hong Kong identity card number/passport number of the first-named applicant,
provided by the relevant applicant may be printed on the refund cheque(s), if any. Such data would also be
transferred to a third party for refund purpose. The banker of the relevant applicant may require verification
of his/her Hong Kong identity card number/passport number before encashment of the refund cheque(s).
Inaccurate completion of Hong Kong identity card number/passport number may lead to delay in
encashment of, or may invalidate, the refund cheque(s).

The above expected timetable is a summary only. You should refer to the sections
headed ““Structure and conditions of the Share Offer” and ‘“How to apply for the Public
Offer Shares” for details of the Public Offer, including the conditions of the Public
Offer, and the procedures for application for the Public Offer Shares.

If there is any change in the expected timetable, our Company will issue a

separate announcement on the website of our Company at www.geotech.hk and the
website of the Stock Exchange at www.hkexnews.hk.
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SUMMARY AND HIGHLIGHTS

This summary aims at giving you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety before you decide to
invest in our Shares. There are risks associated with any investment. Some of the
particular risks in investing in our Shares are set out in the section headed “Risk
factors” in this prospectus. You should read that section carefully before you decide to
invest in our Shares. Various expressions used in this summary are defined in the sections
headed “Definitions” and “Glossary of technical terms” in this prospectus.

OVERVIEW

With over 20 years of experience in civil engineering industry, we are a leading slope
works contractor in Hong Kong. We principally undertake slope works as main contractor
and also undertake ground investigation field works as subcontractor. To a lesser extent, we
also undertake slope works as subcontractor and ground investigation field works for road
works contracts and building development projects as main contractor. According to the
Ipsos Report, based on our slope works revenue in 2016 of approximately HK$328.7
million, we (i) ranked first among the slope works contractors in Hong Kong; and (ii)
accounted for a market share of approximately 20.9% of the Hong Kong slope works
industry in 2016. The total revenue of the slope works industry in Hong Kong accounted for
approximately 2.3% of the total revenue of the civil engineering industry in Hong Kong in
2016.

Geotech Engineering, our principal operating subsidiary, is an approved specialist
contractor included in the List of Approved Specialist Contractors for Public Works
maintained by the Development Bureau under the categories of ‘“Landslip preventive/
remedial works to slopes/retaining walls” (confirmed status) and “Ground investigation field
work” (Group I status). It is also an approved contractor included in the List of Approved
Contractors for Public Works under the category of “Site formation” (Group B probationary
status). We are also registered as specialist contractor in the categories of site formation
works and ground investigation field works with the Building Authority.

During the Track Record Period, we had undertaken a total of 191 slope works and
ground investigation field works projects, of which 157 projects had been completed. As at
30 April 2017, we had 34 projects in progress with a total outstanding contract sum of
approximately HK$364.2 million and such projects are expected to be completed by 2020.
Subsequent to the Track Record Period and up to the Latest Practicable Date, our Group has
secured three public slope work projects (with total contract sum of over HK$10 million)
with an aggregate total contract sum of approximately HK$183.7 million and such projects
are expected to be completed by 2020. Further details of our projects are set out in the
section headed “Business — Our projects” in this prospectus.

CUSTOMERS

Our customers are primarily Government departments including CEDD, Lands
Department and Highways Department. We also undertook private sector projects during the
Track Record Period, which includes (i) a listed company in Hong Kong which operates
railway system and engages in property management, (ii) property owners and developers,

1=



SUMMARY AND HIGHLIGHTS

and (iii) professional consultants. During the Track Record Period, all of our revenues were
derived in Hong Kong, of which approximately 91.1%, 93.5%, 91.7% and 92.5% were
derived from public sector projects respectively. Our pricing is determined based on
estimated cost plus a mark-up determined on a project-by-project basis.

During the Track Record Period, all of our contracts were obtained through tendering.
The following tables summarise our overall tender success rate and our tender success rate

for public and private sector projects for FY2014, FY2015, FY2016 and 4M2017:

(a) Our overall tender success rate

Four

months

ended 30

Year ended 31 December April

2014 2015 2016 2017

Number of tenders submitted 86 79 79 35

Number of tenders won 20 14 7 2

Tender success rate (Note) 23.3% 17.7% 8.9% 5.7%
(b) Our tender success rate for public sector projects

Four

months

ended 30

Year ended 31 December April

2014 2015 2016 2017

Number of tenders submitted 48 40 38 19

Number of tenders won 11 8 4 1

Tender success rate (Note) 22.9% 20.0% 10.5% 5.3%
(c) Our tender success rate for private sector projects

Four

months

ended 30

Year ended 31 December April

2014 2015 2016 2017

Number of tenders submitted 38 39 41 16

Number of tenders won 9 6 3 1

Tender success rate (Note) 23.7% 15.4% 7.3% 6.3%

Note: Tender success rate is calculated by dividing the number of tender contracts awarded during the
year/period by the number of tenders submitted for the same year/period.
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For FY2014, FY2015, FY2016 and 4M2017, we recorded an overall tender success rate
of approximately 23.3%, 17.7%, 8.9% and 5.7% respectively. Our tender success rate for
FY2016 and 4M2017 were lower than the tender success rate for FY2014 and FY2015
because we were occupied with our existing slope works projects where we were unable to
take up additional projects during FY2016 and 4M2017. Nevertheless, it was our strategy to
be responsive to our customers’ tender invitations and submit tenders to our existing
customers in order to maintain business relationship with our existing customers and
maintain our presence in the market. Under such circumstances, our Directors believe that
we had taken a relatively prudent approach in costs estimation by factoring a higher profit
margin which may cause our tender price to be less competitive than the tenders submitted
by our competitors during FY2016 and 4M2017.

The total number of registered contractors for slope work has been very stable from
2014 to first half of 2017. From 2014 to first half of 2017, there were 34, 35, 35 and 38
registered contractors, respectively for slope works in Hong Kong, but the number of tender
contracts awarded by the Government bodies was 18, five, five and four for FY2014,
FY2015, FY2016 and first half of 2017 respectively.

For FY2014, FY2015, FY2016 and 4M2017, the percentage of our total revenue
attributable to our largest customer amounted to approximately 70.1%, 77.3%, 69.5% and
47.6% respectively, while the percentage of our total revenue attributable to our five largest
customers combined amounted to approximately 86.2%, 89.5%, 85.8% and 83.4%
respectively. Please refer to the section headed “Business — Customers” of this prospectus
for further details.

SUPPLIERS

During the Track Record Period, our suppliers principally included subcontractors and
suppliers of construction materials. For FY2014, FY2015, FY2016 and 4M2017, the
percentage of our purchases from our largest supplier amounted to approximately 20.3%,
21.4%, 15.2% and 23.2% of our total purchases respectively, while the percentage of our
total purchases from our five largest suppliers combined amounted to approximately 57.7%,
49.8%, 51.2% and 46.8% of our total purchases respectively.

We generally engage subcontractors or order the relevant construction materials on a
project-by-project basis and do not enter into any long-term agreements with our suppliers.
Among our five largest suppliers (in terms of total purchases) during the Track Record
Period, we have developed business relationship with them for a period ranging from two
years to 11 years.

COMPETITIVE LANDSCAPE

The slope works industry in Hong Kong is fairly consolidated with the top five slope
works contractors accounted for approximately 54.9% of the total revenue in the slope works
industry in Hong Kong in 2016. As at 30 April 2017, there were 38 approved contractors
included in the List of Approved Specialist Contractors for Public Works under the category
of “Landslip preventive/remedial works to slopes/retaining walls”, of which 13 were on
probation and 25 (including our Group) had a confirmed status. According to the Ipsos
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Report, in 2016, our Group accounted for approximately 20.9% (or approximately HK$328.7
million) of the total revenue in the slope works industry in Hong Kong and ranked first
among the slope works contractors in Hong Kong. The total revenue of the slope works
industry in Hong Kong accounted for approximately 2.3% of the total revenue of the civil
engineering industry in Hong Kong in 2016.

Our Group is subject to the Competition Ordinance generally and we have adopted
certain measures to ensure compliance with such ordinance. For further details, please refer
to the section headed “Business — Internal control” of this prospectus.

LICENCES AND QUALIFICATIONS

The following table sets out our major licences and qualifications required to undertake
public sector projects:

Relevant Government Authorised
departments or public Registration and Date of first contract
organisations Holder qualification Category registration value
WBDB Geotech List of Approved  Landslip preventive/ 11 November N/A
Engineering Specialist remedial works to slopes/ 1998
Contractors for retaining walls (confirmed
Public Works status)
WBDB Geotech List of Approved  Ground investigation field 4 October up to
Engineering Specialist work (Group I) 2011 HK$2.3
Contractors for million

Public Works

Please also refer to the section headed “Business — Licences and permits” of this
prospectus for further details.

COMPETITIVE STRENGTHS

We believe our leading market position in the slope works industry in Hong Kong,
stable relationship with our major customers and suppliers as well as our experienced
management team and design capability contribute to our success and differentiate us from
our competitors. Please refer to the section headed “Business — Competitive strengths” of
this prospectus for further details.

BUSINESS STRATEGIES

Our principal business objective is to further solidify our market position as the market
leader in the slope works industry in Hong Kong and to create long-term Shareholder’s
value. We intend to achieve our business objective by adherence to prudence working capital
management, strengthening our manpower and upgrading our site facilities and equipment
and enhancing our operational efficiency and quality of service, details of which are set out
in the section headed “Business — Business strategies” of this prospectus.
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SUMMARY OF KEY OPERATIONAL AND FINANCIAL INFORMATION
Summary of combined statements of profit or loss and other comprehensive income

The following sets out selected items of our combined statements of profit or loss and
other comprehensive income for the Track Record Period (with comparative information for
the four months ended 30 April 2016) which are extracted from the Accountants’ Report set
out in Appendix I to this prospectus:

Four months ended
Year ended 31 December 30 April
2014 2015 2016 2016 2017
HK$’000  HK$’000  HK$’000  HK$'000  HK$ 000

Revenue 305,262 391,427 344,766 118,205 122,846
Gross profit 42,133 60,419 49,556 23,353 14,034
Profit before income

tax 31,023 42,919 26,505 17,797 8,695
Profit for the year/

period 25,945 35,403 20,404 14,712 6,724

Profit for the year/
period excluding
Listing expenses 25,945 38,591 29,028 15,815 7,656

During the Track Record Period, our revenue amounted to approximately HK$305.3
million, HK$391.4 million, HK$344.8 million and HK$122.8 million respectively, of which
(i) slope works accounted for the largest portion of our Group’s total revenue which
amounted to approximately 94.4%, 96.2%, 95.3% and 75.2% of our total revenue
respectively; (ii) public sector projects or projects originated from Government departments
or statutory bodies amounted to approximately 91.1%, 93.5%, 91.7% and 92.5% of our total
revenue respectively; and (iii) projects where we acted as the main contractor amounted to
approximately 93.6%, 96.0%, 94.2% and 70.2% of our total revenue respectively.

During the Track Record Period, our gross profit margin was approximately 13.8%,
15.4%, 14.4% and 11.4% respectively, and accordingly, our gross profit was approximately
HK$42.1 million, HK$60.4 million, HK$49.6 million and HK$14.0 million respectively.
During the Track Record Period, our net profit margin was approximately 8.5%, 9.0%, 5.9%
and 5.5% respectively, and accordingly, our net profit was approximately HK$25.9 million,
HK$35.4 million, HK$20.4 million and HK$6.7 million respectively. The changes were
mainly due to (i) different mix of projects of different natures, situations and stages in each
year/period; and (ii) different proportions of projects performed by subcontractors in each
year/period.
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The following table sets forth the breakdown of revenue, gross profit and gross profit
margin of our Group by type of works undertaken during the Track Record Period:

Year ended 31 December Four months ended 30 April
2014 2014 2014 015 015 015 2016 2016 2016 2016 2016 2016 017 017 017
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit

Revenue  profit  margin  Revenue  profit ~margin Revenue  profit margin Revenue  profit margin Revenue  profit  margin
HKS'000  HKS'000 % HK$'000 HK$ 000 %  HK$'000 HK$'000 % HKS$'000  HKS'000 % HKS$'000 HKS'000 %
(unaudited) (unaudited) (unaudited)

Slope works 288,045 39725 1
Ground

investigation

fieldworks 17217 2,408 140 15,005 2063 137 16,103 1,075 67 1802 103 519 30443 1,520 50

=

8 376422 58336 |

o

S 38663 48481 148 116403 22310 192 92403 12514 135

305260 42,133 138 391427 60419 1

[N

4 34T60 49556 144 118205 23393 198 122846 14034 114

For details of the analysis in our financial results, please refer to the sections headed
“Financial information — Principal components of results of operations” and “Financial
information — Period-to-period comparison of results of operations” of this prospectus.

Revenue

The following table sets out a breakdown of our revenue by public and private sector
projects during the Track Record Period:

Year ended 31 December Four months ended 30 April
2014 2015 2016 2016 2017
HK$’000 %  HK$000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)

Public sector projects 2717997 911 366,125 935 316121 9L7 110,088 931 113,671 925
Private sector projects 27,265 8.9 25,302 6.5 28,645 8.3 8,117 6.9 9,175 1.5

305,202 100.0 391,427 100.0 344,766 100.0 118205 100.0 122,846 100.0
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Gross profit and gross profit margin

The following table sets out a breakdown of our gross profit and gross profit margin by
public and private sector projects during the Track Record Period:

Year ended 31 December Four months ended 30 April
2014 2015 2016 2016 2017
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit
profit margin profit margin profit margin profit margin profit margin
HKS$'000 %  HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)
Public sector
projects 39,922 144 57,741 15.8 46,261 14.6 22,477 20.4 12,272 10.8
Private sector
projects 2,211 8.1 2,678 10.6 3,295 115 876 10.8 1,762 19.2

42,133 13.8 60,419 154 49,556 14.4 23,353 19.8 14,034 11.4

Summary of combined statements of financial position

The following sets out the principal components of our assets and liabilities as at 31
December 2014, 2015, 2016 and 30 April 2017:

At 30
At 31 December April
2014 2015 2016 2017

HK$’000 HK$'000 HK$’000 HK$ 000

Current assets 117,976 168,180 162,530 128,286
Current liabilities (72,657) (87,705) (56,944) (45,572)
Net current assets 45,319 80,475 105,586 82,714
Non-current assets 15,790 11,535 6,388 6,164
Non-current liabilities (2,210) (951) (519) (631)
Total assets 133,766 179,715 168,918 134,450
Net assets 58,899 91,059 111,455 88,247
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Key combined statements of cash flows

The following sets out selected items of our key combined statements of cash flows for
the Track Record Period:

Four months ended

Year ended 31 December 30 April
2014 2015 2016 2016 2017
HKS$°000 HK$’000 HKS$°000 HKS$’°000 HKS$°000
(unaudited)
Net cash generated from operating
activities 16,796 27,404 21,297 19,071 10,502
Net cash (used in)/generated from
investing activities (6,907) (173) 402 (304) (646)
Net cash generated from/(used in)
financing activities 1,748 (7,307) (10,596) (21,159) (27,009)
Cash and cash equivalents at end of
year/period 22,384 42,308 53,411 39,916 36,258

Summary of key financial ratios

The following table sets out our summary of key financial ratios for the Track Record
Period:

As at/For the

As at/For the year ended four months

31 December ended 30 April

2014 2015 2016 2017

Gross profit margin 13.8% 15.4% 14.4% 11.4%

Net profit margin 8.5% 9.0% 5.9% 5.5%
Return on total

assets 19.4% 19.7% 12.1% 15.0%

Return on equity 44.0% 38.9% 18.3% 22.9%

Current ratio 1.6 times 1.9 times 2.9 times 2.8 times

Gearing ratio 41.0% 24.7% 15.0% 16.4%

For details of the financial information, please refer to the section headed “Financial
information” of this prospectus.

THE TAX INCIDENT

According to our Group Companies’ Original Statutory Financial Statements for or
before FY2014 (for Geotech Engineering and GeoResources) or the year ended 31 March
2015 (for Richway and Yau Wing), the recognition of contract revenue was based on the
proportion of contract costs incurred to date (i.e. method (1) of HKAS 11 was adopted)
while the recognition of contract costs was based on the actual costs incurred. Certifications
of our Group’s works issued by the customers (or the customer’s agents) were not taken into
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account. Subsequently, our Group’s New FC, who realised that it would be more reliable to
recognise our Group Companies’ revenue and costs by adopting method (2) of HKAS 11,
i.e. based on the stage of completion of the contract activity certified by our Group’s
customer (or the customers’ agents). During the course of the projects, actual contract
margin may deviate from the original contract margin (budgeted at the beginning of the
contract) mainly caused by the following Subsequent Contract Events which resulted in
overall higher actual contract margin: (i) additional payment from customers due to project
complexity (e.g. site with access difficulties); and (ii) approval of design of flexible barriers
system resulted in lower project costs. As such, our Group Companies’ Original Statutory
Financial Statements for FY2015 (for Geotech Engineering and GeoResources) or for the
year ended 31 March 2016 (for Richway and Yau Wing) and onwards recorded higher
contract margin as compared to that for the previous financial years. Subsequently, our
Company engaged the Tax Consultant 2017 for the purpose of, among others, assisting our
Group Companies to submit the Revised Tax Computations and the Revised Statutory
Financial Statements to the IRD on a voluntary basis for the years of assessment 2011/12,
2012/13, 2013/14, 2014/15 and 2015/16 (where applicable). After the submission of the
Revised Tax Computations, the IRD has issued the revised assessments to our Group
Companies. For those years of assessment that our Group Companies are required to pay
additional tax, our Group has settled all outstanding tax with the IRD accordingly.
Meanwhile, our Company has provided the Revised Statutory Financial Statements and the
Revised Tax Computations to the Reporting Accountants. The Reporting Accountants are of
the view that no material differences in profit and loss were noted between the CUFS and
the Revised Statutory Financial Statements. For the details of the income tax payables,
please refer to the section headed “Financial information — Analysis of various items from
the combined statements of financial position — The tax incident” of this prospectus.

DETERIORATING FINANCIAL PERFORMANCE

We recorded a revenue of approximately HK$305.3 million, HK$391.4 million,
HK$344.8 million and HK$122.8 million for FY2014, FY2015, FY2016 and 4M2017
respectively. Our Group’s revenue decreased from approximately HK$391.4 million for
FY2015 to approximately HK$344.8 million for FY2016, representing a decrease of
approximately 11.9% or HK$46.6 million. Such decrease was mainly attributable to the
substantial completion of two public slope work projects in mid-2016, of which
approximately HK$68.8 million revenue was recognised in FY2015, while only
approximately HK$19.0 million revenue was recognised in FY2016.

Our gross profit decreased from approximately HK$60.4 million for FY2015 to
approximately HK$49.6 million for FY2016, which was in line with the decrease of revenue
from FY2015 to FY2016. Furthermore, our gross profit decreased from approximately
HK$23.4 million for 4M2016 to approximately HK$14.0 million for 4M2017, and our gross
profit margin decreased from approximately 19.8% for 4M2016 to approximately 11.4% for
4M2017, representing a decrease of approximately 8.4 percentage points for the same period.
Such decrease was mainly contributed by the fact that a substantial part of our ongoing
projects for 4M2017 was subcontracted. As at the time of certain projects were rewarded,
our team of site workers was mostly occupied with the existing projects and hence our
management considered that outsourcing to subcontractors was necessary in order to ensure
smooth and timely execution of these projects under close supervision. For further details
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for the reasons for our Group’s subcontracting arrangement, please refer to the section
headed “Business — Suppliers — Reasons for subcontracting arrangement” of this prospectus.
For 4M2017, the revenue (which were also subcontracted out by our Group) generated from
slope works projects and ground investigation works projects contributed to approximately
53.9% of our Group’s total revenue (the projects were mainly making gross profit margin
ranging from approximately 1.5% to 8.0%). For 4M2016, the revenue (which were also
subcontracted out by our Group) generated from slope works projects and ground
investigation works projects contributed to approximately 32.3% of our Group’s total
revenue (the projects were mainly making gross profit margin ranging from approximately
2.3% to 8.1%).

As a result of the reasons as disclosed in the section headed “Financial information —
Period-to-period comparison of results of operations” in this prospectus, our Group’s net
profit (excluding Listing expenses) was approximately HK$29.0 million for FY2016,
representing a decrease of approximately HK$9.6 million or 24.9% as compared to FY2015.
Also, our net profit (excluding Listing expenses) decreased from approximately HK$15.8
million for 4M2016 to approximately HK$7.7 million for 4M2017, representing a decrease
of approximately HK$8.1 million or 51.3% as compared to the corresponding period in
4M2016.

Despite our deteriorating financial performance as described above, our Directors
consider that our Group’s sustainability of business is not expected to be affected negatively
in the long run for the following reasons:

(i) According to the CEDD, in the second half of 2016 (July to December), two
tenders were expected but zero tenders were awarded. From January 2017 to
August 2017, the situation was improved as 14 tenders forecasted for invitation
were released and five tenders have been awarded. One of the projects was
awarded to our Group in January 2017 with a contract sum of approximately
HK$94.0 million. In addition, nine tenders forecasted for invitation this year are
currently active for tender up to the Latest Practicable Date, which are expected
to commence soon. Amid an increasing volume of available projects in the public
sector, this recovery is expected to continue in 2018 and onwards.

(ii) According to the Ipsos Report, the gross values of slope works in Hong Kong is
expected to grow from approximately HK$1,312 million in 2017 to approximately
HK$1,610 million in 2021, which represents a CAGR of approximately 5.2%.
Such increase is anticipated to be caused by increasing demand for residential
properties and large scale infrastructure projects such as the extension of mass
transit railway lines, new roadways, and the development of Wan Chai and New
Territories areas.
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(iii) Our Directors believe we will be able to capture the expected market
opportunities as mentioned above due to its market leading position. Our Group is
expected to remain competitive in the market as it has continuously been rated
positively by the customers in the public sector as evidenced by the following:—

—  We were awarded “Winner of the Best LPM (Landslip Prevention and
Mitigation) Contractor Competition” in 2015 and 2016 by CEDD’s
Geotechnical Engineering Office on 22 February 2016 and 20 February 2017
respectively.

— We have achieved maximum rating under the category of “Landslip
preventive/remedial works to slopes/retaining walls” as appraised by the
Development Bureau among all contractors being rated consecutively
between the third quarter of 2015 to the second quarter of 2017. For details
in relation to our performance ratings, please refer to the section headed
“Business — Awards, recognitions and performance ratings - Our
performance ratings under the Contractors’ Performance Index System” in
this prospectus.

OFFERING STATISTICS

The Share Offer comprises the Public Offer of 35,000,000 Shares initially offered in
Hong Kong and the Placing of 315,000,000 Shares comprising 215,000,000 new Shares and
100,000,000 Sale Shares (subject, in each case, to the Over-allotment Option and
reallocation on the basis as described in the section headed “Structure and conditions of the
Share Offer” in this prospectus).

Based on Based on
minimum maximum
indicative Offer indicative Offer
Price of HK$0.34 Price of HK$0.42

Market capitalisation of our Shares Vo ©) HK$476.0 million HK$588.0 million
Unaudited pro forma adjusted net tangible

asset value per Share V¢ ?/ HK$0.11 HKS$0.12
Notes:
1. The calculation of market capitalisation is based on the 1,400,000,000 Shares expected to be in issue

immediately upon completion of the Capitalisation Issue and the Share Offer.

2. The unaudited pro forma adjusted net tangible assets value per Share has been arrived at after
adjustments referred to in the paragraph headed “Unaudited pro forma financial information — A.
Unaudited pro forma statement of adjusted net tangible assets” in Appendix II to this prospectus and
on the basis of 1,400,000,000 Shares in issue at the Offer Price immediately upon completion of the
Share Offer.

—11 =



SUMMARY AND HIGHLIGHTS

LISTING EXPENSES

Assuming the Over-allotment Option is not exercised, our Directors estimate that the
total amount of expenses in relation to the Listing is approximately HK$35.1 million based
on an Offer Price of HK$0.38 (being the mid-point of the Offer Price range stated in this
prospectus) of which: (i) approximately HK$3.1 million will be borne by the Selling
Shareholder in connection with the Sale Shares setting off against Listing expenses of our
Company; (ii) approximately HK$9.1 million will be accounted for as a deduction from
equity upon Listing in connection with the issue of Offer Shares; and (iii) approximately
HK$22.9 million has been/will be charged to our profit or loss comprises (a) approximately
HK$3.2 million for FY2015; (b) approximately HKS$8.6 million for FY2016; (c)
approximately HK$0.9 million for 4M2017; and (d) the remaining amount (approximately
HK$10.2 million) of the Listing expenses will be charged to the profit or loss for the
remaining months of 2017.

Expenses in relation to the Listing are non-recurring in nature. Our Group’s financial
performance and results of operations for the year ending 31 December 2017 will be
affected by the estimated expenses in relation to the Listing.

RECENT DEVELOPMENTS

We have continued to focus on strengthening our market position and business
operations in the slope works industry in Hong Kong. Subsequent to the Track Record
Period and up to the Latest Practicable Date, our Group has secured three public slope
works projects (with total contract sum of over HK$10.0 million) with an aggregate total
contract sum of approximately HK$183.7 million and such projects are expected to be
completed by 2020. As at 31 July 2017, we had 38 projects in progress and our Group’s
total outstanding contract sum on hand is expected in total of approximately HK$417.4
million, of which the respective revenue to be recognised for the years ending 31 December
2017, 2018, 2019 and 2020 is expected to be approximately HK$146.8 million, HK$180.6
million, HK$76.4 million and HK$13.6 million respectively.

Our Group’s unaudited financial information for the three months ended 31 July 2016
and 2017 prepared in accordance with HKAS 34 “Interim Financial Reporting” was
reviewed by our Reporting Accountants in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity”.

According to the unaudited financial information of our Group, our unaudited average
monthly revenue amounted to approximately HK$21.7 million for the three months ended 31
July 2017, representing a decrease of approximately 29.5% compared to approximately
HK$30.7 million for the average monthly revenue for 4M2017, which was mainly due to (i)
the absence of revenue from Project 14, which achieved practical completion in April 2017;
and (ii) the decrease in revenue from Project 8 as lower proportion of revenue was
recognised in the final stage of such project. Our Group’s gross profit margin increased from
approximately 11.4% for 4M2017 to approximately 16.0% for the three months ended 31
July 2017, which was mainly contributed by the fact that a substantial part of our projects
was subcontracted during 4M2017.
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Expected decrease in gross profit for the year ending 31 December 2017

According to the Directors, our Group’s gross profit for the year ending 31 December
2017 is expected to decrease as compared to that for FY2016. The decrease in gross profit
was mainly caused by the expected increase in our subcontracting charges. In April 2016,
we were awarded a slope works project for Highways Department with a contract sum of
approximately HK$100.3 million and another slope works project for Customer A with a
contract sum of approximately HK$69.2 million. At the time when these two projects were
awarded, our team of site workers was mostly occupied with the existing projects and hence
our management considered that outsourcing to subcontractors was necessary in order to
ensure smooth and timely execution of these projects under our close supervision throughout
the financial year ending 31 December 2017. Our Directors consider that these are isolated
incidents and our Group is able to maintain its profit margin for other projects.

Subsequent to the Track Record Period and up to the date of this prospectus, save for
expenses incurred in relation to the Listing as disclosed in the section headed “Financial
information — Listing expenses” in this prospectus, we did not have any significant
non-recurrent items in our combined statement of profit or loss and other comprehensive
income. Our Directors expect that our Group’s financial performance for the year ending 31
December 2017 will be materially and adversely affected by the Listing expenses that our
Group is expected to record a decrease in profit for the year ending 31 December 2017.

REASONS FOR THE LISTING, FUTURE PLANS AND USE OF PROCEEDS

To tender for Government contracts as main contractor, we are required to maintain a
high level of working capital and additional working capital for undertaking more contracts
concurrently. However, our Directors consider that our current cash and bank balances of
approximately HK$36.3 million as at 30 April 2017 may only be sufficient to support our
Group’s existing operations given our expected cash outflow as at 30 April 2017 relating to
our trade and other payables as at 30 April 2017 of approximately HK$30.0 million to be
settled within 60 days. Taking into account of the additional working capital to be financed
by the net proceeds from the Share Offer of approximately HK$38.1 million, for illustration
purpose, our Directors expect that our Group may undertake additional new tender contracts
with an aggregate contract sum of approximately HK$381.0 million for the year ending 31
December 2018 under the Specific Working Capital Requirements for tender.

We estimate that the aggregate net proceeds from the Share Offer, after deducting
related underwriting fees and estimated expenses in connection with the Listing, assuming
the Over-allotment Option is not exercised and assuming an Offer Price of HK$0.38 per
Share (being the mid-point of the indicative Offer Price range of HK$0.34 to HK$0.42), will
be approximately HK$62.9 million. Our Directors presently intend to apply such net
proceeds as follows:

° approximately HK$38.1 million or approximately 60.6% of the net proceeds will
be used for satisfying Specific Working Capital Requirements associated with
undertaking more new tender contracts in both public and private sectors that we
plan to tender by 31 December 2018;
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e  approximately HK$12.4 million or approximately 19.7% of the net proceeds will
be used to finance the site facilities and equipment prior to the commencement of
works for the additional new tender contracts to be engaged in relation to our
expansion; and

° approximately HK$12.4 million or approximately 19.7% of the net proceeds will
be allocated for the recruitment for new projects we plan to tender by 31
December 2019.

We will not receive any of the proceeds from the sale of the Sale Shares by the Selling
Shareholder in the Share Offer, which is estimated to be approximately HK$34.9 million
after deducting the estimated underwriting commissions and expenses payable by it and
assuming an Offer Price of HK$0.38 (being the mid-point of the indicative Offer Price range
of HK$0.34 to HK$0.42).

For further details on the reasons for our Listing and our future plans and use of
proceeds, please refer to the section headed “Future plans and use of proceeds” of this
prospectus.

NO MATERIAL ADVERSE CHANGE

Save for (i) the possible impacts of claims and potential claims as disclosed in the
section headed “Business — Litigation and potential claims” in this prospectus; and (ii) the
Listing expenses to be recognised for the year ending 31 December 2017, our Directors
confirm that (a) there has been no material adverse change in the general economic and
market condition, legal, industry and operating environment in which our Group operates
that materially and adversely affected our Group’s financial or operating position or
prospects since 30 April 2017, being the date to which the latest financial information of our
Group was made up and recorded in the Accountants’ Report set out in Appendix I to this
prospectus, and up to the date of this prospectus, and (b) no event has occurred since 30
April 2017 that would materially and adversely affect the information shown in the
Accountants’ Report as set out in Appendix I to this prospectus.

DIVIDENDS

For FY2014, FY2015, FY2016 and 4M2017, we declared and paid dividends of
approximately HK$2.5 million, HK$3.2 million, nil and HK$30.0 million respectively to our
then shareholders during the Track Record Period. Our Board has absolute discretion as to
whether to declare any dividend for any year end and if any, the amount of dividend and the
means of payment. Such discretion is subject to any applicable laws and regulations
including the Companies Law and our Articles. The amount of any dividends to be declared
and paid in the future will depend on, among other things, our results of operations, cash
flows and financial condition, operating and capital requirements and other relevant factors.
Our Board has not adopted any dividend policy for the time being and does not have any
pre-determined dividend ratio. Our Board will consider the relevant factors when
determining the dividends to be declared if any. There will be no assurance that our
Company will be able to declare or distribute any dividend in the amount set out in any plan
of our Board or at all. The dividend distribution record in the past may not be used as a
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reference or basis to determine the level of dividends that may be declared or paid by our
Board in the future. Please refer to the paragraph headed “Financial information -
Dividends” of this prospectus for further details.

OUR CONTROLLING SHAREHOLDERS

By virtue of the Concert Party Deed, immediately following completion of the Share
Offer and the Capitalisation Issue, (taking no account of any Shares which may be issued
upon exercise of the Over-allotment Option and any options as may be granted under the
Share Option Scheme), each of Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang, Flourish Team
and Double Wink will control a total of 75% of the issued share capital of our Company.
Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang, Flourish Team and Double Wink are regarded as
a group of Controlling Shareholders. Flourish Team and Double Wink are investment
holding companies incorporated in the BVI and has not commenced any substantive business
activities as at the Latest Practicable Date. Mr. Yau is the chairman of the Board and an
executive Director, Mr. Cheung is the vice chairman of the Board and an executive Director,
Mr. Kung is our chief executive officer and an executive Director and Ms. Tang is an
executive Director. Please refer to the section headed “Directors and senior management” of
this prospectus for the biographical information of Mr. Yau, Mr. Cheung, Mr. Kung and Ms.
Tang.

LITIGATION AND CLAIMS

During the Track Record Period and up to the Latest Practicable Date, our Group had
been and is involved in a number of claims, litigations and arbitrations, the details of which
are set out under the paragraph headed “Business — Litigation and potential claims” of this
prospectus.

RISK FACTORS

There are certain risks involved in our operations which are beyond our control. They
can be broadly categorised into risks relating to our business and risks relating to our
industry. For instance, (i) we rely on the availability of public sector slope works projects in
Hong Kong and any failure of our Group to secure public sector projects would adversely
affect our operations and financial results; (ii) any reduction or significant delay in the level
of spending on construction projects by the Government or discontinuation of favourable
Government programme such as the Landslip Prevention and Mitigation Programme may
affect our business and operation result; (iii) our revenue is mainly derived from projects
which are non-recurring in nature and any failure of our Group to secure tender contracts
would affect our operations and financial results; (iv) unsatisfactory performance by our
subcontractors or unavailability of subcontractors may adversely affect our operations and
profitability; and (v) our performance depends on market conditions and trends in the slope
works industry and any deterioration in the prevailing market conditions in the slope works
industry may adversely affect our performance and financial conditions. Potential investors
are advised to read the section headed “Risk factors” of this prospectus carefully before
making any investment decision in the Share Offer.
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have the following meanings.

In this prospectus, unless the context otherwise requires, the following expressions

“affiliate(s)”

“Accountants’ Report”

“Accounting Differences”

“Application Form(s)”

“Architectural Services
Department”

“Articles of Association” or
“Articles”

“associate(s)”

“Audit Committee”

“Board” or “Board of Directors”

“Building Authority”

“Building Management
Ordinance”

“Buildings Department” or “BD”

“Buildings Ordinance”

in relation to a body corporate, any subsidiary
undertaking or parent undertaking of such body
corporate, and any subsidiary undertaking of any such
parent undertaking for the time being

the accountants’ report of our Group for the Track
Record Period prepared by Grant Thornton Hong Kong
Limited, the text of which is set out in Appendix I to
this prospectus

the difference between the Original Statutory Financial
Statements and the CUFS of the Group Companies

WHITE  Application Form(s) and YELLOW
Application Form(s) or, where the context so requires,
any of them

the Architectural Services

Government

Department of the

the amended and restated articles of association of our
Company adopted on 21 September 2017, a summary
of which is set out in Appendix III to this prospectus,
and as amended from time to time

has the meaning ascribed to it under the Listing Rules
the audit committee of the Board

the board of Directors

the Director of Buildings as defined in the Buildings
Ordinance

the Building Management Ordinance (Chapter 344 of
the Laws of Hong Kong), as amended, supplemented or
modified from time to time

the Buildings Department of the Government

the Buildings Ordinance (Chapter 123 of the Laws of

Hong Kong), as amended, supplemented or modified
from time to time
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“Business Day(s)” or “business
day(s)”

“BVI”
“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant(s)”

“CCASS Custodian
Participant(s)”

“CCASS Investor Participant(s)”

“CCASS Participant(s)”

“CEDD”

“Census and Statistics

Department”

“close associate(s)”

“Companies Law” or “Cayman

Companies Law”

“Companies Ordinance”

any day (other than Saturday or Sunday or public
holiday in Hong Kong) on which banks in Hong Kong
are generally open for normal banking business

the British Virgin Islands
compounded annual growth rate

the allotment and issue of 1,149,990,000 Shares to be
made upon capitalisation of certain sums standing to
the credit of the share premium account of our
Company referred to in the paragraph headed “A.
Further information about our Company — 3. Written
resolutions of all Shareholders passed on 21 September
2017” in Appendix IV to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC

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

person(s) admitted to participate in CCASS as a
custodian participant

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

CCASS Clearing Participant(s), CCASS Custodian
Participant(s) or CCASS Investor Participant(s)

Civil Engineering and Development Department of the
Government
the Census and Statistics
Government

Department of the

has the meaning ascribed to it under the Listing Rules

the Companies Law (as revised) of the Cayman Islands,
as amended, supplemented or otherwise modified from
time to time

Companies Ordinance (Chapter 622 of the Laws of

Hong Kong) as amended, modified and supplemented
from time to time
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“Companies (Exemption of
Companies and Prospectuses
from Compliance with
Provisions) Notice”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

“Company” or “our Company”

“Competition Ordinance”

“connected person(s)”

“Construction Industry Council”

“Controlling Shareholders”

“core connected person(s)”

“CUFS”

“Deed of Indemnity”

Companies (Exemption of Companies and Prospectuses
from Compliance with Provisions) Notice (Chapter 32L
of the Laws of Hong Kong) as amended, supplemented
and modified from time to time

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

Geotech Holdings Ltd. (BUfEEERARATR), formerly
known as Geotech Holdings Limited (- J7&i¥%EBA R
/vA]), an exempted company incorporated in the
Cayman Islands with limited liability on 6 June 2016

Competition Ordinance (Chapter 619 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

has the meaning ascribed to it under the Listing Rules

the Construction Industry Council, a statutory body
corporate established under the Construction Industry
Council Ordinance (Chapter 587 of the Laws of Hong
Kong)

has the meaning ascribed to it under the Listing Rules
and in the case of our Company, refer to Flourish
Team, Double Wink, Mr. Yau, Mr. Cheung, Mr. Kung
and Ms. Tang, particular of which are set out in the
section headed “Substantial shareholders” in this
prospectus

has the meaning ascribed to it under the Listing Rules

the unaudited company level underlying financial
statements

a deed of indemnity dated 21 September 2017 and
signed by our Controlling Shareholders in favour of our
Company (for itself and as trustee for other members
of our Group), particular of which are set out in the
paragraph headed “E. Other information — 1. Tax and
other indemnities” in Appendix IV to this prospectus
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“Deed of Non-competition”

“Development Bureau”
“Director(s)”

“District Court Ordinance”

“Double Wink”

“Employees’ Compensation
Ordinance”

“Employment Ordinance”

“Environmental Protection
Department”

“Factories and Industrial

Undertakings Ordinance”

“Flourish Team”

“FY2012”
“FY2013”

“FY2014”

a non-competition deed entered into on 21 September
2017 and signed by our Controlling Shareholders in
favour of our Company (for itself and as trustee for
other members of our Group), in respect of certain
non-competition undertakings given by our Controlling
Shareholders in favour of us, particulars of which are
set out in the section headed “Relationship with the
Controlling Shareholders” in this prospectus

the Development Bureau of the Government
the director(s) of our Company

District Court Ordinance (Chapter 336 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

Double Wink Limited, a company incorporated in the
BVI with liability limited by shares on 12 January
2016, one of our Controlling Shareholders and which is
wholly-owned by Ms. Tang

the Employees’ Compensation Ordinance (Chapter 282
of the Laws of Hong Kong), as amended, supplemented
or otherwise modified from time to time

the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

the Environmental Protection Department of the
Government

the Factories and Industrial Undertakings Ordinance
(Chapter 59 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time
Flourish Team Limited, a company incorporated in the
BVI with liability limited by shares on 10 December
2015, one of our Controlling Shareholders and which is
owned as to 48.98% by Mr. Yau, 48.98% by Mr.
Cheung and 2.04% by Mr. Kung

the financial year ended 31 December 2012

the financial year ended 31 December 2013

the financial year ended 31 December 2014
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“FY2015”
“FY2016”
64GAAP3’

“Gazette”

“GDP”

“GeoResources”

“Geotech Engineering”

“Government” or “Hong Kong
Government”

“Group” or “our Group” or “we”
or “our” or “us”

“Group Companies”

“Highways Department”

“HKAS”

“HK dollar(s)” or “Hong Kong
dollar(s)” or “HK$” and

“cent(s)”

“HKFRS”

the financial year ended 31 December 2015
the financial year ended 31 December 2016
generally accepted accounting principles

the official publication of the Government for, among
other things, statutory notices for public tenders

gross domestic product, the total market value of all
the goods and services produced within the borders of
a nation during a specified period of time

GeoResources Limited, a company incorporated in
Hong Kong on 25 October 2005 with limited liability
and an indirect wholly-owned subsidiary of our
Company upon completion of the Reorganisation

Geotech Engineering Limited (T HE&ERARAF), a
company incorporated in Hong Kong on 19 July 1994
with limited liability and an indirect wholly-owned
subsidiary of our Company upon completion of the
Reorganisation

the government of Hong Kong

our Company and its subsidiaries at the relevant time
or, where the context otherwise requires, in respect of
the period prior to our Company becoming the holding
company of its present subsidiaries pursuant to the
Reorganisation, its present subsidiaries and the
businesses operated by such subsidiaries

GeoResources, Geotech Engineering, Richway, Yau
Wing and U-Win, being the indirect wholly-owned
subsidiaries of our Company upon completion of the
Reorganisation

Highways Department of the Government

Hong Kong Accounting Standard

Hong Kong dollars and cents respectively, the lawful
currency of Hong Kong

Hong Kong Financial Reporting Standards
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“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HKSAR” or
“HK

“Hong Kong Branch Share

Registrar”

“Hong Kong Construction
Association”

“independent third party(ies)”

“IpSOS”

“Ipsos Report”

“IRD”

“IRO”

“Joint Bookrunners”
“Labour Department”
“Lands Department”

“Latest Practicable Date”

Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

Boardroom Share Registrars (HK) Limited, the branch
share registrar and transfer office of our Company in
Hong Kong

Hong Kong Construction Association Limited, a
voluntary association of construction companies in
Hong Kong and was incorporated in 1930 with the goal
of improving the operation of the construction industry
in Hong Kong

an individual(s) or a company(ies) who or which, to
the best of our Directors’ knowledge, information and
belief, having made all reasonable enquiries, is/are
independent of and not connected with (within the
meaning of the Listing Rules) our Company and its
connected persons

Ipsos Limited, an industry research consultant and is an
independent third party

the industry research report commissioned by us and
prepared by Ipsos on the slope works industry in Hong
Kong in which our Group operates

Inland Revenue Department of Hong Kong

Inland Revenue Ordinance

RHB Securities and Sorrento Securities

Labour Department of the Government

Lands Department of the Government

19 September 2017, being the latest practicable date
prior to the printing of this prospectus for the purpose

of ascertaining certain information contained in this
prospectus
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DEFINITIONS

“Legal Counsel”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Main Board”

“Memorandum” or “Memorandum
of Association”

“MGE JV”

“MPF scheme”

“Mr. Cheung”

“Mr. Kung”

“Mr. Yau”

Mr. Chan Chung, barrister-at-law of Hong Kong, who
is an independent third party, being our legal counsel in
respect of certain aspects of Hong Kong laws and
regulations applicable to our Group

listing of the Shares on the Main Board
the listing committee of the Stock Exchange

the date, expected to be on or about Thursday, 12
October 2017, on which dealings in the Shares first
commence

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

the Macau Special Administrative Region of the PRC
the Main Board of the Stock Exchange

the amended and restated memorandum of association
of our Company adopted on 21 September 2017 a
summary of which is set out in Appendix III to this
prospectus, and as amended from time to time

MGE JV Limited, formerly known as Perfect Winning
Engineering Limited, a company incorporated in Hong
Kong with limited liability on 10 March 2010 and was
owned as to 33.33% by GeoResources with the
remaining interest owned by two independent third
parties but has since been deregistered pursuant to
section 751 of the Companies Ordinance with effect
from 15 September 2016

mandatory provident fund scheme

Mr. Cheung Ting Kam CREA), an executive
Director, our vice chairman of the Board and one of
our Controlling Shareholders

Mr. Kung Ho Man (#8354 ), an executive Director,
our chief executive officer and one of our Controlling
Shareholders

Mr. Yau Kin Wing Sino (EBE%¢%E4:), an executive

Director, our chairman of the Board and one of our
Controlling Shareholders
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DEFINITIONS

“Ms. Tang”

“New FC”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“Placing”

“Placing Shares”

“Placing Underwriter(s)”

Ms. Tang Ka Wa Danise (f7#Z 1), an executive
Director and one of our Controlling Shareholders

Mr. Ip Ying Hang (EBUEYE4:), the new financial
controller of our Company

the final offer price per Offer Share in Hong Kong
dollars (exclusive of brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange trading fee of
0.005%) at which the Offer Shares are to be subscribed
for or purchased pursuant to the Share Offer, to be
determined in the manner further described in the
section headed “Structure and conditions of the Share
Offer — Pricing and allocation” in this prospectus

the Public Offer Shares and the Placing Shares together
with, where relevant, any additional Shares issued
pursuant to the exercise of the Over-allotment Option

the option to be granted by our Company to Sorrento
Securities exercisable by Sorrento Securities (for itself
and on behalf of the Placing Underwriters), at its sole
and absolute discretion, to require our Company to
allot and issue up to an aggregate of 52,500,000
additional new Shares, representing 15% of the Offer
Shares initially available under the Share Offer, at the
Offer Price, to cover over-allocations in the Placing as
described in the section headed “Structure and
conditions of the Share Offer” in this prospectus

conditional placing of the Placing Shares at the Offer
Price to selected professional, institutional and other
investors as set out in the paragraph headed “Structure
and conditions of the Share Offer” in this prospectus

the 315,000,000 Offer Shares (comprising 215,000,000
new Shares initially offered by our Company for
subscription and 100,000,000 Sale Shares initially
offered by the Selling Shareholder for purchase) at the
Offer Price under the Placing together with, where
relevant, subject to reallocation, any additional Shares
that may be issued pursuant to any exercise of the
Over-allotment Option, as described in the section
headed “Structure and conditions of the Share Offer” in
this prospectus

the underwriter(s) of the Placing
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DEFINITIONS

“Placing Underwriting
Agreement”

“Praise Marble”

“PRC”

“Predecessor Companies
Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriter(s)”

the conditional underwriting and placing agreement
relating to the Placing expected to be entered into on
or about 4 October 2017 by, among others, our
Company, the Selling Shareholder, the Sole Sponsor,
the Sole Lead Manager, the Joint Bookrunners, and the
Placing Underwriters, particulars of which are
summarised in the section headed “Underwriting” in
this prospectus

Praise Marble Limited, a company incorporated in the
BVI with liability limited by shares on 12 January
2016 and a direct wholly-owned subsidiary of our
Company upon completion of the Reorganisation

the People’s Republic of China excluding, for the
purpose of this prospectus, Hong Kong, Macau and
Taiwan

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong) as in force from time to time before 3
March 2014

the agreement to be entered into by the Joint
Bookrunners (for themselves and on behalf of the
Underwriters) and our Company (for itself and on
behalf of the Selling Shareholder) on the Price
Determination Date to record and fix the Offer Price

the date, expected to be on or about Wednesday, 4
October 2017, and in any event no later than Friday, 6
October 2017, on which the Offer Price is fixed by the
Price Determination Agreement

the offer of the Public Offer Shares for subscription by
the members of the public in Hong Kong for cash at
the Offer Price (plus brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange trading fee of
0.005%), payable in full on application, and subject to
the terms and conditions described in this prospectus
and the Application Forms

the 35,000,000 Offer Shares initially being offered for
subscription under the Public Offer, subject to
reallocation as described in the section headed
“Structure and conditions of the Share Offer” in this
prospectus

the underwriter(s) of the Public Offer
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DEFINITIONS

“Public Offer Underwriting
Agreement”

“Reorganisation”

“Reporting Accountants”
“Revised Statutory Financial
Statements”

“Revised Tax Computations”

“Richway”

“RHB Capital” or “Sole Sponsor”

“Sale Shares”

“Selling Shareholder”
GASFC7’

“SFO”

the conditional underwriting agreement dated 27
September 2017 relating to the Public Offer entered
into between our Company, our Controlling
Shareholders, our executive Directors, the Sole
Sponsor, the Sole Lead Manager, the Joint Bookrunners
and the Public Offer Underwriters, particulars of which
are summarised in the section headed “Underwriting”
in this prospectus

the corporate reorganisation of our Group in
preparation for the Listing, particulars of which are
summarised in the section headed “History and
development — Reorganisation” in this prospectus

Grant Thornton Hong Kong Limited, the reporting
accountants to prepare the Accountants’ Report

the revised statutory financial statements with prior
year adjustments

the tax computations based on the Revised Statutory
Financial Statements

Richway Construction Engineering Limited (& FJ&5E L
BAMAF), a company incorporated in Hong Kong on
10 May 2010 with limited liability and an indirect
wholly-owned subsidiary of our Company upon
completion of the Reorganisation

RHB Capital Hong Kong Limited, a licensed
corporation permitted to carry out Type 1 (dealing in
securities) and Type 6 (advising on corporate finance)
regulated activities under the SFO, acting as the sole
sponsor to our Company in respect of the Listing

the 100,000,000 Offer Shares initially offered by the
Selling Shareholder for sale at the Offer Price under
the Placing

Flourish Team

the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance (Chapter 571 of

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

- 25—



DEFINITIONS

“Share(s)”

“Share Offer”

“Share Option Scheme”

“Shareholder(s)”

“Shun Hip”

“Sole Lead Manager” or “RHB
Securities”

“Sorrento Securities”

“Stabilising Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“Subsequent Contract Events”

ordinary share(s) with a nominal or par value of
HK$0.01 each in the share capital of our Company,
which are to be traded in Hong Kong dollars and listed
on the Main Board

the Public Offer and the Placing

the share option scheme conditionally adopted by our
Company on 21 September 2017, the principal terms of
which are summarised in the paragraph headed “D.
Share Option Scheme” in Appendix IV to this
prospectus

holder(s) of the Share(s)

Shun Hip Engineering Limited ({5 LFEARAF), (a
company incorporated in Hong Kong on 29 November
2010 in which Mr. Yau was previously interested as
detailed in the section headed “Relationship with the
Controlling Shareholders — Excluded business” in this
prospectus

RHB Securities Hong Kong Limited, a licensed
corporation permitted to carry out Type 1 (dealing in
securities) and Type 4 (advising on securities) regulated
activities under the SFO, acting as the sole lead
manager and one of the Joint Bookrunners for the
Share Offer

Sorrento Securities Limited, a licensed corporation
permitted to carry out Type 1 (dealing in securities)
and Type 4 (advising on securities) regulated activities
under the SFO, acting as one of the Joint Bookrunners
for the Share Offer

Sorrento Securities

the stock borrowing agreement to be entered into
between Flourish Team, our Controlling Shareholder,
and the Stabilising Manager, pursuant to which the
Stabilising Manager may borrow up to 52,500,000
Shares to cover any over-allocations in the Share Offer

The Stock Exchange of Hong Kong Limited
the additional payment from customers due to project

complexity and approval of design of flexible barriers
system resulted in lower project costs
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DEFINITIONS

“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Tax Consultant”

“Tax Consultant 2017”

“Tax Opinion”

“Track Record Period”

“Underlying Financial
Statements”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. Securities Act”

“US$” or “U.S. dollar(s)” or
“USD”

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules
and details of our substantial shareholders are set out
in the section headed “Substantial Shareholders” in this
prospectus

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

Global Vision CPA Limited, a certified public
accountants in Hong Kong, and is an independent third

party

a tax adviser of international repute and is an
independent third party

the tax opinion of our Group prepared by Tax
Consultant

comprises the years ended 31 December 2014, 2015
and 2016 and the four months ended 30 April 2017
(with comparative information for the four months
ended 30 April 2016)

the unaudited group Ilevel combined financial
statements

the Public Offer Underwriter(s) and the Placing
Underwriter(s), details of which are set out in the

section headed “Underwriting” in this prospectus

the Public Offer Underwriting Agreement and the
Placing Underwriting Agreement

United States of America

the United States Securities Act of 1993 (as amended
from time to time)

United States dollars, the lawful currency for the time
being of the United States
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DEFINITIONS

“U-Win”

“U-Win C&E”

“WBDB”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

“Yau Wing”

“4M2016”

“4M2017”

“sq.ft.”

44%’9

U-Win Const & Eng Co (HHEETLFAF), a sole
proprietorship established by Mr. Yau in January 1988
and as part of the Reorganisation, Mr. Yau sold
U-Win’s business to us as detailed in the section
headed “History and development - Our major
operating subsidiaries — U-Win” in this prospectus

U-Win Const & Eng Co Limited (RIFHZEAFRAH), a
company incorporated in Hong Kong on 24 December
2003 in which the associates of our Controlling
Shareholders were previously interested as detailed in
the section headed “Relationship with the Controlling
Shareholders — Excluded business” in this prospectus

the Works Branch of the Development Bureau

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

the application form(s) for the Public Offer Shares for

use by the public who require such Public Offer Shares
to be deposited directly into CCASS

Yau Wing Construction & Engineering Limited (4%
ETFEAMRAF), a company incorporated in Hong Kong
on 21 January 2011 with limited liability and an
indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

the four months ended 30 April 2016

the four months ended 30 April 2017

square foot

per cent.

Certain amounts and percentage figures included in this prospectus have been subject

to rounding adjustments. Accordingly, totals of rows or columns of numbers in tables may

not be equal to the apparent total of individual items. Where information is presented in
thousands or millions of units, amounts may have been rounded up or down.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
prospectus as they relate to our Company and as they are used in this prospectus in
connection with our business or us. These terms and their given meanings may not
correspond to standard industry definitions or usage of those terms.

“Approved Specialist List” or
“List of Approved Specialist
Contractors for Public Works”

“Approved Public Works
Contractors List” or “List of
Approved Contractors for
Public Works”

“Authorised Signatory(ies)”

“bills of quantities”

“civil engineering”

List of Approved Suppliers of Materials and Specialist
Contractors for Public Works as kept by the
Development Bureau

List of Approved Contractors for Public Works as kept
by the Development Bureau, which are further divided
into Group A, B or C according to the value of
contracts for which they are normally eligible to
tender:

Group A - for contracts of value up to HKS$100
million;

Group B - for contracts of value up to HKS$300
million; and

Group C - for contracts of any value exceeding
HK$300 million.

Note: Probationary status in the group indicated, which
the number and value of contracts for which
contractors are eligible to tender and to be awarded are
limited

the appointed person(s) to act for a registered
contractor for the purpose of the Buildings Ordinance

a list of items included in the slope works contract
providing description, quantity and the unit price of the
work to be performed to provide a means of valuing
the slope works performed

the design and/or construction of  structures,
infrastructures, airports, roads and railways, bridges
and tunnels; utilities installations; geotechnical and
underground works; marine power stations, industrial
plants, and refineries (all excluding major electrical and
mechanical works); public amenities and facilities with
structural or the aforementioned content. Excluded
from “civil engineering” are residential, public and
office buildings and public amenities and facilities
which are largely architecturally driven
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GLOSSARY OF TECHNICAL TERMS

“Contractor’s Performance Index
System”

“ISO”

“ISO 9001~

“ISO 14001~

“Landslip Prevention and
Mitigation Programme”

“main contractor”

“man-made slopes”

“natural hillsides”

“OHSAS”

“OHSAS 18001~

the contractor’s performance index system administered
by the Development Bureau, details of which are set
out in the paragraph headed “Regulatory overview -
Contractor  licensing regime and operation -
Contractors’ Performance Index System” in this
prospectus

an acronym for a series of quality management and
quality assurance standards published by International
Organization for Standardization, a non-government
organisation based in Geneva, Switzerland, for
assessing the quality systems of business organisations

quality management system requirements published by
ISO

environmental management system  requirements
published by ISO

the rolling Landslip Prevention and Mitigation
Programme launched by the Geotechnical Engineering
Office of the CEDD in 2010

in respect of a construction project, a contractor
appointed by the project employer who generally
oversees the progress of the entire construction project
and delegates different work tasks of the construction
to other contractors

slopes with certain man-made features, including
cut-back slopes, slopes formed by filled materials,
slopes with the support of retaining walls, and slopes
containing disturbed terrain features

sloping terrains that are not significantly modified by
human activities

Occupational ~ Health  and  Safety  Assessment
Specification, an international assessment specification
for occupational health and safety management
systems, issued by the Occupational Health and Safety
Advisory Services

the requirements for occupational health and safety

management system developed for managing health and
safety risks associated with a business
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GLOSSARY OF TECHNICAL TERMS

“Practice Note for Registered
Contractors 38”7

“private sector projects”

“public sector projects”

“quotation”

“Registered Specialist Contractor”

“schedule of rates”

“slope works” or “LPM works”

“SOPL”

“subcontractor”

“Technical Director”

Registration of General Building Contractors and
Specialist  Contractors issued by the Buildings
Department from time to time covering the registration
of general building contractors and specialist
contractors with the Buildings Department

works contracts that are not public sector projects

works contracts that originate from Government
departments or statutory bodies

the type of contracts with our suppliers and/or
subcontractors secured by request for quotation from
the relevant suppliers and/or subcontractors

a person whose name is on the register of specialist
contractors maintained under section 8A of the
Buildings Ordinance from time to time

a set of general regulations and special conditions
governing the execution of work and payment for
works performed

in respect of our business, generally refer to landslip
preventive, remedial and mitigation works for
improving or maintaining the stability of slopes and/or
retaining walls, and the terms “slope works” and “LPM
works” may be used interchangeably in this prospectus

Security of Payment Legislation for the Construction
Industry, details of which are set out in the section
headed “Regulatory overview — Security of Payment
Legislation for the Construction Industry” of this
prospectus

in respect of a construction project, a contractor who is
appointed by the main contractor or by another
subcontractor involved in the construction and who
generally carries out specific work tasks of the
construction

in respect of any registered contractor which is a
corporate entity, a director authorised by the board of
directors of such contractor to ensure the works are
carried out in accordance with the Buildings Ordinance
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GLOSSARY OF TECHNICAL TERMS

“variation orders” an order placed by customer during the course of
project execution concerning variation to part of the
works that is necessary for the completion of the
project, which may include (i) additions, omissions,
substitutions, alterations, and/or changes in the quality,
form, character, kind, position, dimension or other
aspect of the works; (ii) changes to any sequence,
method or timing of construction specified in the main
contract; and (iii) changes to the site or entrance to and
exit from the site
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. In some cases the words such as “aim”, “anticipate”,
“believe”, “estimate”, “expect”’, “going forward”, “intend”, “may”, “plan”, “potential”,
“predict”, “propose”, “seek”, “should”, “will”, “would” and other similar expressions, and
the negative of these words, are used to identify forward-looking statements. These

forward-looking statements include, without limitation, statements relating to:

° our Group’s business and operating strategies and plans of operation;

e  our capital expenditure plans;

e the amount and nature of, and potential for, future development of our Group’s
business;

° our Company’s dividend;

° our financial conditions;

° availability of bank facilities and other forms of financing;

° the regulatory environment as well as the general industry outlook for the industry
in which our Group operates;

e  estimates of capacities and operating costs;

e  future developments in the industry in which our Group operates; and

° other factors beyond our control.

These statements reflect the current views of our Directors with respect to future
events, operations, liquidity and capital resources, and are based on several assumptions,
including those regarding our Group’s present and future business strategies and the
environment in which our Group will operate in the future.

Our Group’s future results could differ materially from those expressed or implied by
such forward-looking statements. In addition, our Group’s future performance may be
affected by various factors including, without limitation, those discussed in the sections
headed “Risk factors” and “Financial information” of this prospectus, many of which are not
within our Company’s control.

Should one or more risks or uncertainties stated in the aforesaid sections materialise, or
should any underlying assumptions prove to be incorrect, actual outcomes may vary
materially from those indicated. Prospective investors should therefore not place undue
reliance on any of the forward-looking statements. All forward-looking statements contained
in this prospectus are qualified by reference to the cautionary statements as set out in this
section.

In this prospectus, statements of, or references to, our Group’s intentions or those of

any of our Directors are made as at the date of this prospectus. Any such intentions may
change in light of future developments.
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RISK FACTORS

You should carefully consider all of the information in this prospectus including the
risks and uncertainties described below before making an investment in the Share Offer.
You should pay particular attention to the fact that the legal and regulatory environment
in Hong Kong may differ in some respects from that which prevails in other countries.
The business, financial condition or results of operations of our Group could be
materially and adversely affected by any of these risks and uncertainties. The trading
price of our Shares could decline due to any of these risks and uncertainties, and you
may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS

We rely on the availability of public sector slope works projects in Hong Kong and any
failure of our Group to secure public sector projects would adversely affect our
operations and financial results

We have relied and will continue to focus on public sector slope works projects
awarded by their nature are only procured by our customers from a limited number of
project employers who are normally Government departments and statutory bodies. For
FY2014, FY2015, FY2016 and 4M2017, revenue attributable to public sector projects
amounted to approximately HK$278.0 million, HK$366.1 million, HK$316.1 million and
HK$113.7 million respectively, representing approximately 91.1%, 93.5%, 91.7% and 92.5%
of our total revenue respectively. Contracts from the Government departments and statutory
bodies are normally awarded to contractors by way of public tender and there is no
assurance that we will continue to obtain contracts from Government departments and
statutory bodies in the future. If we are unable to successfully tender for contracts from
Government departments and statutory bodies or if there is a significant decrease in our
revenue from public sector projects, our business operations, financial results and
profitability will be adversely affected.

Furthermore, the Government’s spending budget on civil engineering projects
(especially those involving slope works, being the principal types of works we undertook
during the Track Record Period) may change from year to year, which in turn may be
affected by various factors, including but not limited to changes in the Government’s
policies in relation to landslip prevention and mitigation, changes in the Government’s
public housing policy, the amount of investment in the construction of new infrastructure
and improvement of existing infrastructure by the Government, the general financial
conditions of the Government and the general economic conditions in Hong Kong. Any
reduction or significant delay in the level of spending on construction projects by the
Government or discontinuation of favourable Government programmes such as the Landslip
Prevention and Mitigation Programme may affect our business and operating results. Please
refer to the section headed “Industry overview — Slope works industry — Landslip Prevention
and Mitigation Programme” in this prospectus for further details. In the event that the
Government reduces or delays its level of spending on construction projects and our Group
fails to secure sufficient business through the private sector, the business and financial
positions and prospects of our Group could be materially and adversely affected.
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RISK FACTORS

Delay in the commencement of public sector projects, which may be caused by factors
such as political disagreements in relation to such projects, delay in approval of
funding proposals due to political filibustering and objections or legal actions by the
affected members of the public, and the occurrence of large scale demonstration or
occupation activities may adversely affect our operations and results of operation

For FY2014, FY2015, FY2016 and 4M2017, revenue generated from public sector
projects contributed to approximately 91.1%, 93.5%, 91.7% and 92.5% of our total revenue
respectively. The delay in commencement of public sector projects may adversely affect the
demand for our slope works services and our results of operation. Delay in the
commencement of public sector projects may be caused by, among other things, political
disagreements in relation to such projects, delay in approval of the funding proposals for
public works due to political filibustering by law-makers and objections, protests or legal
actions by affected residents or entities. Our engagement in public sector projects depend on
the timing of the funding approval by the committees of the Legislative Council of Hong
Kong, where filibustering by the members thereof has often led to delays in the passing of
public works funding proposals in recent years.

Given that the work schedule of our public sector projects could impact on our revenue
recognised each year, there is a risk that after we are awarded the tender for a public sector
project, there may be uncertainty on the commencement date, which may adversely affect
our operations and financial position including but not limited to our revenue for a given
year, resource allocation and our analysis of the forecasted amount and timing of cash
inflows and outflows in relation to our projects.

Our revenue is mainly derived from projects which are non-recurring in nature and
any failure of our Group to secure tender contracts would affect our operations and
financial results

Most of our revenue is derived from contracts awarded through competitive tendering
and is not recurring in nature. During the Track Record Period, substantially all of our
revenue were derived from tender contracts, and we do not have any long term commitment
with our customers. Thus, the number of our customers may vary from year to year. As at
the Latest Practicable Date, we had 42 projects in progress. We strategically submit new
tenders or to bid for new contracts from time to time subject to the internal resource
available to carry out new projects. In the event that our Group is unable to secure new
contracts, our revenue and financial performance may be adversely affected. During the
Track Record Period, the contract period for our slope works projects generally ranges from
one month to 36 months. There is no right of first refusal upon expiry of such contracts and
therefore, there is a risk that we may not succeed in tendering for the same customer’s
projects upon the expiry of our contract. Moreover, there is no assurance that the terms and
conditions of the new contracts would be comparable to the existing contracts or our tenders
would be selected by customers. In the competitive tendering process, we may have to lower
our service charges or offer more favourable terms to our customers in order to increase the
competitiveness of our tenders. If we are unable to reduce our costs accordingly and
maintain our competitiveness, our results of operations would be adversely affected.
Furthermore, so far as our Directors are aware, most of our customers have maintained an
evaluation system to ensure that the service providers meet certain standards of management,
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industrial expertise, financial capability, reputation and regulatory compliance which may
change from time to time. There is no assurance that we will meet our customers’ tendering
requirements in which case we may not be granted the tender and our reputation, business
operations, financial condition and results of operations may be adversely affected.

For FY2014, FY2015, FY2016 and 4M2017, we recorded a tender success rate of
approximately 23.3%, 17.7%, 8.9% and 5.7% respectively. Our success rate on project
tendering depends on a range of factors, which primarily include the number of tenders
submitted, our tender price and, in respect of Government contracts, our performance ratings
under the Contractors’ Performance Index System administered by the Development Bureau.
Please refer to the sections headed “Business — Tender success rate” and “Business —
Awards, recognitions and performance ratings” in this prospectus for further details. There is
no assurance that our Group could achieve the historical tender success rate as well as the
performance ratings in the Government record in the future as we did in the past. In the
event that our Group fails to secure new contracts or there is a significant reduction of
contracts for bidding in the future, the business and financial positions and prospects of our
Group could be materially and adversely affected.

Unsatisfactory performance by our subcontractors or unavailability of subcontractors
may adversely affect our operations and profitability

As a main contractor, we may from time to time delegate a portion of works to
subcontractors under close supervision and management of our project management team.
Please refer to the section headed “Business — Suppliers” in this prospectus for further
details of our subcontractors. For FY2014, FY2015, FY2016 and 4M2017, subcontracting
charges incurred by us amounted to approximately HK$205.3 million, HK$263.8 million,
HK$226.6 million and HK$90.7 million respectively. There is no assurance that we are able
to monitor the performance of these subcontractors as directly and efficiently as with our
direct labour. In addition, our inability to hire qualified subcontractors could hinder our
ability to complete a project within the prescribed deadline.

Outsourcing exposes us to risks associated with non-performance, delayed performance
or sub-standard performance by subcontractors or third parties. Accordingly, we may
experience deterioration in the quality or delay in completion of our projects. We may also
incur additional costs due to the delays or a higher price in sourcing the services, equipment
or supplies in default. We are usually liable for our subcontractors’ default. These events
may have impact upon our profitability, financial performance and reputation, as well as
result in litigation or damages claims.

Our subcontractors may be exposed to charges due to violation of safety, environmental
and/or employment laws and regulations which may affect their renewal of relevant licences
or may even lead to revocation of their licences. If this happens in our projects, we will
have to appoint other subcontractor(s) for replacement and thus additional costs may be
incurred.

If our subcontractors violate any laws, rules or regulations in relation to health and

safety matters, we may sometimes be subject to prosecutions as primary defendant by
relevant authorities. For instance, under the Immigration Ordinance (Chapter 115 of the
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Laws of Hong Kong), if a subcontractor employs an illegal immigrant on a construction site,
the construction site controller (including but not limited to the principal or main contractor
and the subcontractor) may be found to have committed an offence and liable to a fine. In
addition, we may be liable to claims for losses and damages, if such violations cause any
personal injuries/death or damage to properties.

Moreover, pursuant to the Employment Ordinance, a principal contractor or a main
contractor and every tier of subcontractors shall be jointly and severally liable to pay any
wages that become due to an employee who is employed by a subcontractor on any work
which the subcontractor has contracted to perform, and such wages are not paid within the
period specified in the Employment Ordinance. Our operations and hence our financial
position may thereby be adversely affected if any of our subcontractors violate their
obligations to pay their employees.

We have concentrated customer base and any decrease in the number of projects with
our five largest customers would adversely affect our operations and financial results

A significant portion of our revenue was derived from a small number of customers
during the Track Record Period. Revenue contribution from our five largest customers for
FY2014, FY2015, FY2016 and 4M2017 accounted for approximately 86.2%, 89.5%, 85.8%
and 83.4% of our total revenue respectively. For the same periods, our largest customer,
Customer A, accounted for approximately 70.1%, 77.3%, 69.5% and 47.6% of our total
revenue respectively.

During the Track Record Period and up to the Latest Practicable Date, we did not enter
into any long-term service agreement or master service agreement with our customers.
Furthermore, our service contracts for all slope works are secured by tendering and entered
into on a project-by-project basis. As such, due to the non-recurring nature of our projects,
there is no assurance that we will be able to retain our customers upon expiry of the
contract period or that they will maintain their current level of business with us in the
future. If there is a significant decrease in the number of projects or size of projects in terms
of contract sums awarded by our five largest customers to us for whatever reasons, and if
we are unable to obtain suitable projects of a comparable size and quantity as replacement,
our financial conditions and operating results will be materially and adversely affected.
Besides, if any of our five largest customers experiences any liquidity problem, it may result
in delay or default in settling progress payments to us, which in turn will have an adverse
impact on our cash flows and financial conditions. We cannot guarantee that we will be able
to diversify our customer base by obtaining significant number of new projects from our
existing and potential customers.

Delay or error or inaccurate estimation of project duration and costs when determining
the tender price may result in substantial loss incurred by us

Construction contracts (including slope works contracts) and in particular public
projects are normally awarded through a competitive tendering process. We determine a
tender price by estimating the construction costs under the contract duration as specified in
the tender invitation documents. There is no assurance that tenders submitted by us contain
no mistake and error. Such mistakes and errors may be in the form of inaccurate estimation,
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oversight of important tender terms, inadvertent typographical errors, errors in calculations,
etc. In case of contracts awarded to us with mistakes or errors in the submitted tender, we
may be bound by the contract to undertake the project at a substantial loss.

Inaccurate estimation on project schedule, project costs and technical difficulties in the
tendering process may result in cost overruns when we actually execute the awarded project.
Many factors affect the time taken and the costs actually involved in completing slope works
projects undertaken by us. Examples of such factors include shortage and cost escalation of
labour and materials, difficult geological conditions, adverse weather conditions, variations
to the construction plans instructed by customers, any unanticipated technical problems,
stringent technical construction requirements, any exacerbation of any or most of the
aforesaid factors alongside with the growth of the projects in terms of both their size and
complexity, threatened claims and material disputes with main contractors, subcontractors
and suppliers, accidents, and changes in the Government’s policies. Other unforeseen
problems or circumstances may also occur during project implementation. If any of such
factors arises and remains unresolved, completion of construction works may be delayed or
we may be subject to cost overruns or our customers may even be entitled to unilaterally
terminate the contract.

Some of our contracts contain specific completion schedule requirements and liquidated
damages provisions (i.e. we may be liable to pay the customer liquidated damages if we do
not meet the schedules). Any failure to meet the schedule requirements of our contracts
could cause us to pay significant liquidated damages, which would reduce or eliminate our
profit expected from the relevant contracts.

A project may be delayed or its costs may be increased because of delays during the
process of obtaining any specific permits, approvals from relevant agencies or authorities of
the Government. Failure to complete construction according to specifications and quality
standards may result in disputes, contract termination, liabilities and/or lower returns than
anticipated on the construction project concerned. Such delays or failure to complete and/or
unilateral termination of a contract by customers may cause our revenue or profitability to
be lower than we originally expected. We cannot guarantee that we will not encounter cost
overruns or delays on our current and future construction projects. If such cost overruns or
delays occur, we may experience increases in costs exceeding our budget or be required to
pay liquidated damages, hence reduction in or elimination of the profits on our contracts.

Our Group had tax liabilities in respect of our subsidiary’s financial statements

According to our Group Companies’ Original Statutory Financial Statements for or
before FY2014 (for Geotech Engineering and GeoResources) or the year ended 31 March
2015 (for Richway and Yau Wing), the recognition of contract revenue was based on the
proportion of contract costs incurred to date (i.e. method (1) of HKAS 11 was adopted)
while the recognition of contract costs was based on the actual costs incurred. Certifications
of our Group’s works issued by the customers (or the customer’s agents) were not taken into
account. Subsequently, our Group’s New FC, who realised that it would be more reliable to
recognise our Group Companies’ revenue and costs by adopting method (2) of HKAS 11,
i.e. based on the stage of completion of the contract activity certified by our Group’s
customer (or the customers’ agents). During the course of the projects, actual contract
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margin may deviate from the original contract margin (budgeted at the beginning of the
contract) mainly caused by the following Subsequent Contract Events which resulted in
overall higher actual contract margin: (i) additional payment from customers due to project
complexity (e.g. site with access difficulties); and (ii) approval of design of flexible barriers
system resulted in lower project costs. As such, our Group Companies’ Original Statutory
Financial Statements for FY2015 (for Geotech Engineering and GeoResources) or for the
year ended 31 March 2016 (for Richway and Yau Wing) and onwards recorded higher
contract margin as compared to that for the previous financial years. Subsequently, our
Company engaged the Tax Consultant 2017 for the purpose of, among others, assisting our
Group Companies to submit the Revised Tax Computations and the Revised Statutory
Financial Statements to the IRD on a voluntary basis for the years of assessment 2011/12,
2012/13, 2013/14, 2014/15 and 2015/16 (where applicable). After the submission of the
Revised Tax Computations, the IRD has issued the revised assessments to our Group
Companies. For those years of assessment that our Group Companies are required to pay
additional tax, our Group has settled all outstanding tax with the IRD accordingly.
Meanwhile, our Company has provided the Revised Statutory Financial Statements and the
Revised Tax Computations to the Reporting Accountants. The Reporting Accountants are of
the view that no material differences in profit and loss were noted between the CUFS and
the Revised Statutory Financial Statements. For further details of our income tax payables,
please refer to the section headed “Financial information — Analysis of various items from
the combined statements of financial position — Income tax payable” of this prospectus.
There is no assurance that the IRD or other relevant authorities would not take any
enforcement action against the relevant subsidiary of our Company in relation to the above
tax incident. In the event that such enforcement action is taken, and the amount of tax
penalty imposed exceeds substantially than what we expect, our reputation and cash flow
may be adversely affected.

Works contracts are subject to termination

It is a standard special condition contained in the work contracts between the
Government and a contractor that the Government is entitled to terminate a work contract at
any time by notice in writing to the contractor without cause (the “right to terminate for
convenience”) and such termination shall take effect on a date specified in the notice but
without prejudice to the claims of either party in respect of any antecedent breach thereof.
According to the guidance of a technical circular issued by the Environment, Transport and
Works Bureau of the Government dated 21 July 2004, it is a policy of the Government that
the right to terminate for convenience shall only be exercised in very exceptional and
justified circumstances. Although we did not experience such termination during the Track
Record Period, there is no assurance that the Government will not exercise such right to
terminate for convenience in the future. In the event that the Government exercises such
right to terminate for convenience on a works contract undertaken by our Group, our
Group’s work plan and financial position may be adversely affected.
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Rising construction costs, including the costs of slope works workers and construction
materials and consumables, may increase our costs of engaging subcontractors

We normally engage subcontractors to perform site works for the slope works contracts
undertaken by us. The fees charged by our subcontractors depend on a number of factors,
which generally include their own labour costs and the costs of construction materials.
Therefore, if labour costs and costs of construction materials in Hong Kong keep increasing,
our subcontracting charges may increase in the future, which could materially and adversely
affect our business operations and financial conditions.

Construction works are generally labour-intensive in nature. The average daily wage of
construction workers for slope works in Hong Kong increased from about HK$1,012.0 per
day in 2012 to about HK$1,534.2 per day in 2016, representing a CAGR of approximately
11.0%, mainly due to the growing slope works industry as well as civil engineering industry
in Hong Kong and the shortage of experienced and skillful labour as a result of a declining
number of young people entering the industry whereby skilled workers are approaching the
age of retirement according to the Ipsos Report.

In addition, according to the Ipsos Report, the various different construction materials
and consumables are required for the performance of slope works, including in particular
high-tensile steels, structural steel and cement. Under our typical subcontracting
arrangements, the costs of purchasing construction materials and consumables are normally
borne by our subcontractors but in a limited number of cases, such purchase costs may be
borne by us. Therefore, any material fluctuations in the costs of construction materials and
consumables may affect our subcontracting charges and also our direct costs.

The amount of revenue that we are able to derive from a project may be higher or
lower than the original contract sum and contractual disputes with our customers may
arise due to factors such as variation orders

The aggregate amount of revenue that we are able to derive from a project may be
different from the original contract sum specified in the relevant contract for the project due
to factors such as variation orders (including additions, reductions and/or other changes in
the scope of the works) placed by our customers from time to time during the course of
project execution. As such, there is no assurance that our projects on hand will not be
substantially lower than the original contract sum as specified in the relevant contracts.

In respect of our projects completed during FY2014, FY2015, FY2016 and 4M2017
where the amount of revenue recognised were lower than the original contract sum, such
differences amounted to an aggregate of approximately HK$32.0 million, HK$27.8 million,
HK$11.6 million and HK$0.9 million respectively; while our projects completed during the
same periods where the amount of revenue recognised were higher than the original contract
sum, such differences amounted to an aggregate of approximately HK$7.1 million, HK$4.6
million, HK$1.4 million and HK$1.2 million respectively, whereas total revenue amounted to
approximately HK$305.3 million, HK$391.4 million, HK$344.8 million and HK$122.8
million for FY2014, FY2015, FY2016 and 4M2017 respectively.
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As at 30 April 2017, we had 34 projects in progress with a total outstanding contract
sum of approximately HK$364.2 million and such projects are expected to be completed by
2020. Due to the reasons mentioned above, there is no assurance that the actual amount of
revenue to be recognised from our projects on hand will not be substantially different from
such estimated figures.

On the other hand, if the additional works are not the same or similar in the manner set
out above or the items of the additional works are not included in the original contracts and
our Group and the customers and/or their authorised representatives fail to reach an
agreement on the rate for carrying out the variation works, the customers and/or their
authorised representatives would fix the rate that they unilaterally think reasonable. If our
Group disagrees on such rates, contractual disputes with the customers may arise. Our
results of operation, liquidity position and financial position may therefore be adversely
affected.

It is not uncommon in our industry to have numerous construction disputes and
litigation and our performance may be adversely affected by such construction disputes
and litigation

It is not uncommon in our industry to have construction disputes and litigation. We
may be in disputes with our customers, subcontractors, suppliers, workers and other parties
in connection with our projects for various reasons. Such disputes may be in connection
with late completion of works, delivery of substandard works, personal injuries or labour
compensation in relation to the works. Please refer to the section headed “Business —
Litigation and potential claims” in this prospectus for further information on material
disputes or litigation we encountered during the Track Record Period.

The handling of contractual disputes, litigation and other legal proceedings may
sometimes involve a high degree of our management’s attention and input. Handling of legal
proceedings and disputes can be both costly and time-consuming, and may significantly
divert the efforts and resources of our management.

In addition, the outcomes of legal proceedings or disputes are influenced by, among
others, negotiation skills, knowledge and judgment of our management. Our Group, to a
large extent, relies on the relevant expertise and qualification of our management (including
our executive Directors) in dealing with contractual disputes, litigation and arbitration.
Should any claims against us fall outside the scope and/or limit our insurance coverage or
monies retained from subcontractors, our financial position may be adversely affected.

Our business has to be operated with various registrations, certifications and licences
and the loss of or failure to obtain and/or remew any or all of these registrations,
certifications and/or licences could materially and adversely affect our business

In accordance with the laws of Hong Kong, our Group is required to obtain/maintain
registrations and/or certifications in order to operate our business. For details, please refer to
the section headed “Regulatory overview” in this prospectus. To conduct our business in
carrying out construction works, we are required to maintain operating qualifications and
licences. These registrations, certificates and/or licences are granted/renewed and maintained
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upon our satisfactory compliance with, among others, the applicable criteria set by the
relevant government departments or organisations. Such criteria may include the
maintenance of certain financial requirements including our working capital level. These
registrations and/or certificates may only be valid for a limited period of time and may be
subject to periodic reviews and renewals by government authorities or relevant organisations.
We cannot assure you that all these required registrations, certificates or licences can be
maintained or obtained/renewed in a timely manner or at all. Any changes in the existing
policies by the Government authorities in relation to the construction/foundation industries
to which we provide our services may result in our failure to obtain or maintain such
relevant registrations, certificates and/or licences. If we cannot obtain and/or renew these
registrations, certificates and/or licences, we may have to temporarily suspend the relevant
businesses operated by us, which would have a material adverse effect on our business and
results of operations.

In particular, Geotech Engineering, our principal operating subsidiary, is an approved
specialist contractor included in the List of Approved Specialist Contractors for Public
Works maintained by the Development Bureau including, among others, under the categories
of “Landslip preventive/Remedial works to slopes/Retaining walls” (confirmed status) and
“Ground investigation field work” (Group I status). Being on such list is a prerequisite for
tendering for public sector projects in the relevant works categories. The retention on the
List of Approved Specialist Contractors for Public Works is subject to certain financial,
technical and management criteria as stipulated in the Contractor Management Handbook —
Revision B published by the Development Bureau. Such criteria are summarised in the
section headed “Regulatory overview — Contractor licensing regime and operation” in this
prospectus. The Secretary for Development of the Government reserves the right to remove
any contractor from the List of Approved Specialist Contractors for Public Works or take
other regulatory actions against a contractor such as suspension, or where applicable,
downgrading from confirmed status to probationary status or demotion to a lower group if
doubts arise as to the ability of a contractor to meet such criteria. Circumstances which may
lead to the taking of regulatory actions include but not limited to unsatisfactory
performance, failure to submit accounts or meet the financial criteria, poor site safety
record, poor environmental performance, failure to submit a valid competitive tender for a
period of three years, failure or refusal to implement an accepted tender, misconduct,
violation of laws, etc. In the event that Geotech Engineering fails to maintain major licences
and qualifications such as remaining on the List of Approved Specialist Contractors for
Public Works under the categories of “Landslip preventive/remedial works to slopes/
retaining walls” (confirmed status) and “Ground investigation field work™ (Group I status) or
if any of the aforesaid regulatory actions is taken against it such as suspension, downgrading
or demotion, the business and financial positions and prospects of our Group could be
materially and adversely affected.

Our liquidity position may be adversely affected if retention money is not paid to us in
full as a result of disputes over our works done

Pursuant to the terms of our contracts with customers, our customers may hold up a
certain percentage of each interim payment made to us as retention money. A portion of
contract value is usually withheld by our customers as retention money. The amount of
retention money, which depends on negotiation with our customers, generally represents 5%
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to 10% of the value of the works done. Retention money withheld are normally released to
us after the receipt of completion certificate and/or the expiry of the maintenance period. As
at 31 December 2014, 2015, 2016 and 30 April 2017, our retention receivables amounted to
approximately HK$17.1 million, HK$17.6 million, HK$18.4 million and HK$18.5 million,
respectively. There is no assurance that the retention money will be paid by our customers to
us in full. Partial payment or failure by our customers to make payment at all as a result of
disputes over our works done may have an adverse effect on our liquidity position.

Our business plans and strategies may not be successful or achieved within the
expected time frame or within the estimated budget and our historical revenue and
profit margin may not be indicative of our future revenue and profit margin

We intend to further enhance our site facilities and equipment and our manpower in
order to cope with the expected increase in demand for our services. However, our plans and
strategies may be hindered by risks including but not limited to those mentioned elsewhere
in this section. There is no assurance that we will be able to successfully maintain or
increase our market share or grow our business successfully after deploying our management
and financial resources. Any failure in maintaining our current market position or
implementing our plans could materially and adversely affect our business, financial
condition and results of operations.

For FY2014, FY2015, FY2016 and 4M2017, revenue amounted to approximately
HK$305.3 million, HK$391.4 million, HK$344.8 million and HK$122.8 million respectively,
and net profit amounted to approximately HK$25.9 million, HK$35.4 million, HK$20.4
million and HK$6.7 million respectively, representing net profit margin of approximately
8.5%, 9.0%, 5.9% and 5.5% respectively.

However, such trend of historical financial information of our Group is a mere analysis
of our past performance only and does not have any positive implication or may not
necessarily reflect our financial performance in the future which will depend on our
capability to secure new business opportunities and to control our costs. Profit margins for
our contracts may fluctuate from project to project due to factors such as the amount of
subcontracting and labour resources required, the type of construction techniques and
machinery employed. There is no assurance that our profit margin in the future will remain
at a level comparable to those recorded during the Track Record Period. Our financial
condition may be adversely affected by any decrease in our profit margins.

Failure to properly supervise site works as a Registered Specialist Contractor may
result in prosecution or disciplinary action

Geotech Engineering, our principal operating subsidiary, has completed the registrations
as a Registered Specialist Contractor under the sub-register of “Site Formation works” and
“Ground Investigation Field works” categories. For private sector projects, a person is
required to appoint a Registered Specialist Contractor to carry out specialised works (such as
site formation works and ground investigation field works) pursuant to section 9 of the
Buildings Ordinance. Some of our customers may appoint Geotech Engineering to act as a
Registered Specialist Contractor pursuant to the requirement of section 9 of the Buildings
Ordinance. The duties of a Registered Specialist Contractors are: (i) to provide continuous
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supervision to the carrying out of the works; (ii) to notify the Building Authority of any
contravention of the regulations that would result from carrying out the works; and (iii) to
comply generally with the Buildings Ordinance.

If we are appointed by our customer to act as a Registered Specialist Contractor in a
private sector project and we fail to properly supervise the carrying out of the site works
pursuant to the requirements of the Buildings Ordinance, we and our Directors may be
subject to prosecution or disciplinary action, details of which are set out in the paragraph
headed “Regulatory overview — Contractor licensing regime and operation — Regulatory
actions under the Buildings Ordinance” in this prospectus. There is no assurance that no
such incidents will occur in the future. In such event, our reputation, business operations and
financial position may be materially and adversely affected.

Our profit margin may be adversely affected if our contract price is adjusted
downwards under the contract price adjustment mechanism specified in some of the
public works contracts undertaken by us

Some of our contracts for public sector projects provide for a contract price adjustment
mechanism (both upward and downward adjustments) with reference to certain price indices
such as the index for the average daily wages of workers engaged in the public sector
projects and the index for the average wholesale prices of selected materials compiled and
published by the Census and Statistics Department. This price adjustment provision provides
equitable risk sharing between the Government as the employer and our Group as the
contractor. The contract price fluctuation payment is calculated based on the difference
between the indices of costs of construction labour and/or materials applicable to the date 42
days prior to the date for the return of tenders and the current values of these indices
applicable to the date 42 days prior to the date for commencement stated on the relevant
works order in accordance with a pre-determined relative proportion for the relevant cost
index. During the Track Record Period, there were 21 contracts (with an aggregate contract
sum of approximately HK$1,603.0 million), representing approximately 11.5% of the total
number of our contracts and approximately 81.8% of the total contract sum of our contracts
(including completed contracts and ongoing contracts) that were/are subject to such price
adjustment mechanism.

When such a contract price adjustment mechanism is included in the contract between
us and our customer, we may or may not include a similar mechanism in the contract
between us and our subcontractors. In the event that a similar mechanism is not included in
the contract between us and our subcontractors, our profit margin may be negatively affected
if the contract price to be received by us from our customer is adjusted downward but the
subcontracting charges to be paid by us to our subcontractors remain unchanged. If any
downward adjustments in the future is significant but the subcontracting charges to be paid
by us to our subcontractors remain unchanged, our profit margin, results of operations and
financial position may be materially and adversely affected.
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Working capital requirements for tendering Government contracts and failure by
customers to make timely or full payments may lead to liquidity risk

We normally receive progress payment from our customers, who are either the main
contractors when we act as subcontractor, or the project employer when we act as main
contractor. Progress payment is generally made monthly by reference to the value of works
done in that month. A portion of contract value is usually withheld by our customers as
retention money. The amount of retention money, which depends on negotiation with our
customers, generally represents 5% to 10% of the value of the works done. Also, when
undertaking contract works, after we apply for payment from our customers, there is
generally a certification process on works completed before final payment is made by our
customers. As at 31 December 2014, 2015, 2016 and 30 April 2017, retention receivables of
approximately HK$17.1 million, HK$17.6 million, HK$18.4 million and HK$18.5 million
respectively, were retained by our customers. Please refer to the section headed “Business —
Customers — Major terms of engagement with our customers” in this prospectus for further
details.

We rely on cash inflow from our customers to meet our payment obligations to our
direct labour and our suppliers and subcontractors which provide us with construction
materials and subcontracting services to complete our slope works. There is no assurance
that progress payment will always be certified and paid to us in full or on schedule, or the
retention money will be paid by our customers to us in full. We would experience significant
cash flow mismatch when there is a significant timing difference between making payments
to our suppliers and subcontractors and receiving payments from customers. Partial payment
or failure by our customers to make remittance at all as a result of disputes over our works
done may have an adverse effect on our liquidity position.

In addition, Geotech Engineering, our principal operating subsidiary, is an approved
specialist contractor included in the List of Approved Specialist Contractors for Public
Works maintained by the Development Bureau under the categories of, among others,
“Landslip preventive/remedial works to slopes/retaining walls” (confirmed status) and
“Ground investigation field work” (Group I status), being a prerequisite for tendering for
public sector projects in the relevant works categories. The retention on such list is subject
to certain minimum employed capital and minimum working capital requirements being met
from time to time. For further details, please refer to the section headed “Regulatory
overview — Contractor licensing regime and operation” in this prospectus. If we fail to
properly manage our liquidity position in view of such working capital requirements, our
cash flows and financial position could be materially and adversely affected.

We may be affected by possible increases in insurance costs and reduction of insurance
coverage by our insurers and certain risks involved in our business operation are
generally not insured

For FY2014, FY2015, FY2016 and 4M2017, the aggregate expenses of our insurances
were approximately HK$4.6 million, HK$4.1 million, HK$3.2 million and HK$0.6 million
respectively. Our insurance policies may not cover all of our risks or payments and our
insurers may not fully compensate us for all potential losses, damages or liabilities relating
to our properties or our business operations. We cannot control if there is a reduction or
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limitation of insurance coverage by insurers upon the expiry of our current policies. Any
further increase in insurance costs (such as an increase in insurance premiums) or reduction
in coverage may materially and adversely affect our business operations and financial
results. Further, there are certain types of losses for which insurance coverage is not
generally available (such as risks in relation to collectability of our trade and retention
receivables and liabilities arising from events such as epidemics, natural disasters, adverse
weather conditions, political unrest and terrorist attacks, etc.) on commercial terms
acceptable to us, or at all. If we suffer any losses, damages or liabilities in the course of our
business operations arising from events for which we do not have any or adequate insurance
cover, we have to bear such losses, damages or liabilities by ourselves. In such a case, our
business, financial condition and results of operations may be adversely affected.

Changes in existing environmental regulations and guidelines may impose additional
costs and burden to us

Our business is subject to the environmental regulations and guidelines issued by the
Government, which apply to the operation of all civil engineering projects in Hong Kong.
Such regulations and guidelines may be amended by the Government from time to time to
reflect the latest environmental needs. Any changes to such regulations and guidelines could
impose additional cost and burden to us.

We depend on key management personnel

Our success and growth depends on our ability to identify, hire, train and retain
suitable, skilled and qualified employees, including management personnel with the requisite
industry expertise. Our Directors and senior management, in particular, our executive
Directors are important to us. Details of their expertise and experience are set out in the
section headed “Directors and senior management” in this prospectus. If any of our
executive Directors ceases to be involved in the management of our Group in the future and
our Group is unable to find a suitable replacement in a timely manner, there could be an
adverse impact on our business, results of operation and profitability of our Group.

Industrial actions or strikes may affect our business

Typical construction works are divided into various disciplines, and each requires
highly specialised labour. Industrial action of any one discipline may disrupt the progress of
our construction works. During the Track Record Period, our projects did not encounter any
strike action. However, there is no assurance that industrial actions or strikes will not be
launched in the future. Such industrial actions or strikes may adversely impact our business
performance and hence profitability and results of operation. Any delays in completing our
works caused by such action may affect our business, financial conditions and results of
operations.
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Personal injuries, property damages or fatal accidents may occur if work safety
measures are not followed at the construction sites

In the course of our operations, we require our employees and subcontractors to adhere
to and implement all the work safety measures and procedures as stipulated in our work and
safety control policy. We monitor and supervise closely our employees in the implementation
of all such work safety measures and procedures during execution of works. However, we
cannot guarantee that our employees or subcontractors will not violate the applicable laws,
rules or regulations. If any such employees or subcontractors fails to comply with our work
safety measures at the construction sites, personal injuries, property damage or fatal
accidents may occur in greater numbers and/or to a serious extent. Please refer to the section
headed “Business — Occupational health and safety — System of recording and handling
accidents and our safety compliance record” in this prospectus for further information on the
accidents we encountered during the Track Record Period. These may adversely affect the
financial position of our Group to the extent not fully recoverable from our insurance
policies. They may also cause our relevant licence and/or certifications to be suspended or
not renewed. Besides, failure to maintain safe construction sites and/or implement safety
management system resulting in the occurrence of serious personal injuries or fatal accidents
may lead to our removal from the List of Approved Specialist Contractors for Public Works
and/or non-renewal of our registrations with the Building Authority as a Registered
Specialist Contractor.

Furthermore, public project tenders are generally evaluated by taking into account a
number of factors, which include without limitation the subcontractor’s compliance records
with the relevant laws and regulations. We may also be subject to inspections by the
relevant Government departments (e.g. Labour Department) from time to time and these
inspections may lead to formal charge(s) against our Group. Non-compliance and conviction
records may affect our chance of winning future bids.

We are exposed to certain inherent risks relating to slope works

Prior to commencement of our projects, ground investigation may be conducted or our
customers may supply us with ground investigation report. However, information contained
in these reports may not be sufficient to reveal the actual geology beneath our construction
site due to technical limitations such as the limitation in the scope of underground
investigation that can be carried out at the site.

There may be discrepancies between the actual geological conditions and the findings
set out in these investigation reports. For instance, such investigations may not reveal the
existence of rocks or identify any antiquities, monuments, structures beneath the site,
artificial underground obstructions, bombs, contaminated soil, presence of unknown
obstacles due to historical use of site, existing methane gas generated during construction,
collapse of temporary structures, and land subsidence which may not have been anticipated
at the preliminary stage. Such difficult or dangerous conditions at the underground level or
at the work site may cause difficulties to our work, affect our work progress, incur
additional project expenses and result in personal injuries or even fatality of our site
workers.
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Furthermore, public utility services such as fresh and flush water mains, low or high
voltage electric cables, optical fibre telephone lines, cable television fibre and high pressure
gas mains, are laid underground in Hong Kong. There is no assurance that damage to these
utilities will not occur during our slope works. Accordingly, we may be liable to the costs
for the repair of such damaged utilities. In the event that we are committed to a fixed sum
or rate contract and that no adjustment to the contract sum could be agreed with our
customers, or that such damages are uninsured, we may have to bear increased expenses and
our profitability would be adversely affected.

Our Group’s operations may be affected by inclement weather conditions, epidemics,
natural disasters, acts of war and terrorist attacks and are subject to other construction
risks

Our business operations are mostly conducted outdoors and are affected by weather
conditions. If inclement weather conditions persist or a natural disaster occurs, we may be
prevented from performing works at our construction sites, and we thereby fail to meet
specified time schedule. If we have to halt operations during inclement weather conditions
or a natural disaster, we may continue to incur operating expenses even while we experience
reduced revenues and profitability. Besides, our business is subject to outbreak of severe
communicable diseases (such as swine flu, avian flu, severe respiratory syndrome and Ebola
virus disease), natural disasters or other acts of God which are beyond our control. These
incidents may also adversely affect the economy, infrastructure, livelihood and society in
Hong Kong. Acts of wars and terrorism may also injure our employees, cause loss of lives,
damage our facilities, disrupt our operations and destroy our works performed. If any such
incident occurs, our revenue, costs, financial conditions and growth potentials will be
adversely affected. It is also difficult to predict the potential effect of these incidents and
their materiality to our business as well as those of our customers, suppliers of construction
materials and subcontractors.

Dividends declared in the past may not be indicative of the dividend in future

For FY2014, FY2015, FY2016 and 4M2017, we declared and paid dividends of
HK$2.5 million, HK$3.2 million, nil and HK$30.0 million respectively to our then
shareholders during the Track Record Period. The dividend distribution record in the past
may not be used as a reference or basis to determine the level of dividends that may be
declared and paid by our Company to the Shareholders in future after Listing. There is no
assurance that our Group will declare dividends in amount similar to or exceeding historical
dividends declared. The declaration, payment and amount of any future dividends are subject
to the discretion of the Board depending on, among other things, our Group’s earnings,
financial condition and cash requirements and the provisions governing the declaration and
distribution as contained in the Articles of Association, applicable laws and other relevant
factors.
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RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Our performance depends on market conditions and trends in the slope works industry
in Hong Kong and any deterioration in the prevailing market conditions in the slope
works industry in Hong Kong may adversely affect our performance and financial
conditions

All our businesses and operations have been and will continue to be located in Hong
Kong. The future growth and level of profitability of the slope works industry in Hong Kong
depend primarily upon the continued availability of slope works projects. The nature, extent
and timing of such projects will, however, be determined by the interplay of a variety of
factors. These factors include, in particular, the Government’s policy and spending patterns
on the slope works industry in Hong Kong such as the ongoing plan of the “Ten Major
Infrastructure Projects”, speed of approval of the relevant budgets and/or projects and the
general conditions and prospects of the Hong Kong economy. They may affect the
availability of slope works projects from the public sector or private sector. Apart from the
public spending of the Government, other factors also affect the slope works industry. These
other factors include cyclical trends in the economy as a whole, fluctuations in interest rates
and the availability of new projects in the private sector. If there is any recurrence of a
recession in Hong Kong, deflation or any changes in Hong Kong’s currency policy, or if the
demand for slope works in Hong Kong deteriorates, our operations and profitability could be
adversely affected.

We operate in a relatively competitive environment

We mainly compete with approved specialist contractors who are included in the List
of Approved Specialist Contractors for Public Works maintained by the Development Bureau
under the categories of, among others, “Landslip preventive/remedial works to slopes/
retaining walls” (confirmed status) and “Ground investigation field work™ (Group I status)
for public sector projects. The admission and retention with respect to the List of Approved
Specialist Contractors for Public Works are subject to certain financial, technical and
management criteria as stipulated in the Contractor Management Handbook — Revision B
published by the Development Bureau. Any potential competitors which are able to meet
such criteria may enter the market and compete for Government contracts. There is no
assurance that competition in the industry will not increase in the future. Moreover, some of
the major market players may have significantly more resources and are better positioned
than our Group, including but not limited to having a long operating history, better financing
capabilities and well developed, technical expertise. New participants may wish to enter the
industry provided that they have the appropriate skills, local experience, necessary
machinery, capital and they are granted the requisite licences or approvals by the relevant
regulatory bodies. Increased competition may result in lower operating margins and loss of
market share, which may adversely affect our profitability and operating results.
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RISKS RELATING TO HONG KONG
The state of economy in Hong Kong

Our performance and financial conditions depend on the state of economy in Hong
Kong. Our revenue attributable to the Hong Kong market accounted for all of our Group’s
total revenue during the Track Record Period. If there is a downturn in the economy of
Hong Kong, our results of operations and financial position may be adversely affected. In
addition to economic factors, social unrest or civil movements such as occupation activities
may also affect the state of economy in Hong Kong and in such case, our Group’s
operations and financial position may also be adversely affected.

RISKS RELATING TO THE SHARE OFFER AND OUR SHARES

There has been no prior public market for the Share and the liquidity, market price
and trading volume of the Share may be volatile

Prior to the Listing, there is no public market for the Shares. The listing of, and the
permission to deal with, the Shares on the Stock Exchange do not guarantee the
development of an active public market or the sustainability thereof following completion of
the Share Offer. Factors such as variations in our Group’s revenues, earnings and cash
flows, strategic alliances or acquisitions made by our Group or its competitors, industrial or
environmental accidents happened to our Group, loss of key personnel, litigation,
fluctuations in the market prices for the products or the raw materials of our Group, the
liquidity of the market for the Shares, the general market sentiment regarding the site
formation industry could cause the market price and trading volume of the Shares to change
substantially. In addition, both the market price and liquidity of the Shares could be
adversely affected by factors beyond our Group’s control and unrelated to the performance
of our Group’s business, especially if the financial market in Hong Kong experiences a
significant price and volume fluctuation. In such cases, investors may not be able to sell
their Shares at or above the Offer Price.

Investors may experience dilution if our Group issues additional Shares in the future

Our Group may issue additional Shares upon exercise of options to be granted under
the Share Option Scheme in the future. The increase in the number of Shares outstanding
after the issue would result in the reduction in the percentage ownership of the Shareholders
and may result in a dilution in the earnings per Share and net asset value per Share. In
addition, our Group may need to raise additional funds in the future to finance business
expansion, new development and acquisitions. If additional funds are raised through the
issuance of new equity or equity-linked securities of our Company other than on a pro rata
basis to the existing Shareholders, the shareholding of such Shareholders in our Company
may be reduced or such new securities may confer rights and privileges that take priority
over those conferred by the Offer Shares.
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Any disposal by our Controlling Shareholders of a substantial number of Shares in the
public market could materially and adversely affect the market price of the Shares

There is no guarantee that the Controlling Shareholders will not dispose of their Shares
following the expiration of their respective lock-up periods after the Listing. Our Group
cannot predict the effect, if any, of any future sales of the Shares by any of the Controlling
Shareholders, may have on the market price of the Shares. Sales of a substantial number of
Shares by any of the Controlling Shareholders or the market perception that such sales may
occur could materially and adversely affect the prevailing market price of the Shares.

Investors may experience difficulties in enforcing their shareholders’ rights because our
Company is incorporated in the Cayman Islands, and the protection to minority
shareholders under the Cayman Islands law may be different from that under the laws
of Hong Kong or other jurisdictions

Our Company is incorporated in the Cayman Islands and its affairs are governed by,
among other things, the Articles of Association, the Companies Law and the common law of
the Cayman Islands. The laws of the Cayman Islands may differ from those of Hong Kong
or other jurisdictions where investors may be located. As a result, minority Shareholders
may not enjoy the same rights as pursuant to the laws of Hong Kong or such other
jurisdictions. A summary of the Cayman Islands company law on protection of minorities
Shareholders is set out in Appendix III to this prospectus.

Future issues, offers or sale of Shares may adversely affect the prevailing market price
of the Shares

Future issue of Shares by our Company or the disposal of Shares by any of the
Shareholders or the perception that such issues or sale may occur, may negatively impact the
prevailing market price of the Shares. We cannot give any assurance that such event will not
occur in the future.

RISKS RELATING TO THIS PROSPECTUS

Statistics and industry information contained in this prospectus may not be accurate
and should not be unduly relied upon

Certain facts, statistics, and data presented in the section headed “Industry overview”
in this prospectus and elsewhere in this prospectus relating to the industry in which we
operate have been derived, in part, from various publications and industry-related sources
prepared by government officials or independent third parties. In addition, certain
information and statistics set forth in this section have been extracted from a market
research report commissioned by us and prepared by Ipsos, an independent market research
agency. Our Company and the Selling Shareholder believe that the sources of the
information are appropriate sources for such information, and the Sole Sponsor and our
Directors have taken reasonable care to extract and reproduce the publications and
industry-related sources in this prospectus. In addition, our Company and the Selling
Shareholder have no reason to believe that such information is false or misleading or that
any fact that would render such information false or misleading has been omitted. However,
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neither our Group, the Selling Shareholder, our Directors, the Sole Sponsor, nor any parties
involved in the Share Offer have independently verified, or make any representation as to,
the accuracy of such information and statistics. It cannot be assured that statistics derived
from such sources are prepared on a comparable basis or that such information and statistics
are stated or prepared at the same standard or level of accuracy as, or consistent with, those
in other publications within or outside Hong Kong. Accordingly, such information and
statistics may not be accurate and should not be unduly relied upon.

Our Group’s future results could differ materially from those expressed in or implied
by the forward-looking statements

This prospectus includes various forward-looking statements that are based on various
assumptions. Our Group’s future results could differ materially from those expressed in or
implied by such forward-looking statements. For details of these statements and the
associated risks, please refer to the section headed “Forward-looking statements” in this
prospectus.

Investors should read this entire prospectus carefully and we strongly caution you not
to place any reliance on any information (if any) contained in press articles or other
media regarding us and the Share Offer including, in particular, any financial
projections, valuations or other forward looking statement

Prior to the publication of this prospectus, there may be press or other media, which
contains certain information referring to us and the Share Offer that is not set out in this
prospectus. We wish to emphasise to potential investors that neither we nor any of the
Selling Shareholder, the Sole Sponsor, the Sole Lead Manager, the Joint Bookrunners and
the Underwriters, our Directors, officers, employees, advisers, agents or representatives of
any of them, or any other parties (collectively, the “Professional Parties”) involved in the
Share Offer has authorised the disclosure of such information in any press or media, and
neither the press reports, any future press reports nor any repetition, elaboration or
derivative work were prepared by, sourced from, or authorised by us or any of the
Professional Parties. Neither we nor any Professional Parties accept any responsibility for
any such press or media coverage or the accuracy or completeness of any such information.
We make no representation as to the appropriateness, accuracy, completeness or reliability of
any such information or publication. To the extent that any such information is not contained
in this prospectus or is inconsistent or conflicts with the information contained in this
prospectus, we disclaim any responsibility, liability whatsoever in connection therewith or
resulting therefrom. Accordingly, prospective investors should not rely on any such
information in making your decision as to whether to subscribe the Offer Shares. You should
rely only on the information contained in this prospectus and the Application Forms.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

UNDERWRITING

This prospectus is published solely in connection with the Public Offer which forms
part of the Share Offer. Details of the terms of the Share Offer are described in the section
headed “Structure and conditions of the Share Offer” in this prospectus and in the related
Application Forms.

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and
subject to the conditions set out herein and therein. No person is authorised to give any
information in connection with the Share Offer or to make any representation not contained
in this prospectus, and any information or representation not contained herein must not be
relied upon as having been authorised by us, the Selling Shareholder, the Sole Sponsor, the
Sole Lead Manager, the Joint Bookrunners, the Underwriters, and any of their respective
directors, agents, employees or advisers or any other party involved in the Share Offer.

The Listing is sponsored by the Sole Sponsor and the Share Offer is lead managed by
the Sole Lead Manager. The Public Offer is fully underwritten by the Public Offer
Underwriters and the Placing is expected to be fully underwritten by the Placing
Underwriters, subject to us (for itself and on behalf of the Selling Shareholder) and the Joint
Bookrunners (for themselves and on behalf of the Underwriters) agreeing on the Offer Price.
A Placing Underwriting Agreement relating to the Placing is expected to be entered into on
or around Wednesday, 4 October 2017, subject to the Offer Price being agreed.

If, for any reason, the Offer Price is not agreed among us (for itself and on behalf of
the Selling Shareholder) and the Joint Bookrunners (for themselves and on behalf of the
Underwriters), the Share Offer will not proceed and will lapse. For full information about
the Underwriters and the underwriting arrangements, please see the section headed
“Underwriting” in this prospectus.

Neither the delivery of this prospectus nor any offering, sale or delivery made in
connection with the Offer Shares should, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a
change in our affairs since the date of this prospectus or imply that the information
contained in this prospectus is correct as of any date subsequent to the date of this
prospectus.
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PROCEDURE FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedures for applying for Public Offer Shares is set out in the section headed
“How to apply for the Public Offer Shares” in this prospectus and on the relevant
Application Forms.

STRUCTURE OF THE SHARE OFFER

Details of the structure of the Share Offer, including its conditions, are set out in the
section headed “Structure and conditions of the Share Offer” in this prospectus.

RESTRICTIONS ON SALE OF THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares, other than in
Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong Kong.
Accordingly, and without limitation to the following, this prospectus may not be used for the
purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any such
circumstances such offer or invitation is not authorised or to any person to whom it is
unlawful to make such an offer or invitation.

The distribution of this prospectus or the related Application Forms and the offering
and sales of the Offer Shares in other jurisdictions are subject to restrictions and may not be
made except as permitted under the applicable securities laws of such jurisdictions pursuant
to registration with or authorisation by the relevant securities regulatory authorities or an
exemption therefrom. In particular, the Offer Shares have not been offered and sold, and will
not be offered or sold, directly or indirectly, in the PRC or the United States, except in
compliance with the relevant laws and regulations of each of such jurisdictions.

No action has been taken to register or qualify the Offer Shares or the Share Offer, or
otherwise to permit a public offering of the Offer Shares, in any jurisdiction outside Hong
Kong. The distribution of this prospectus and the related Application Forms in jurisdictions
outside Hong Kong may be restricted by law and therefore persons into whose possession
this prospectus or any of the related Application Forms comes should inform themselves
about, and observe, any such restrictions. Any failure to comply with these restrictions may
constitute a violation of the applicable securities laws.

Each person acquiring the Offer Shares will be required to confirm, or be deemed
by his or her or its acquisition of the Offer Shares to have confirmed, that he or she or
it is aware of the restrictions on offer of the Offer Shares described in this prospectus.

Prospective applicants for the Offer Shares should consult their financial advisers and
seek legal advice, as appropriate, to inform themselves of, and to observe, all applicable
laws, rules and regulations of any relevant jurisdiction. Prospective applicants for the Offer
Shares should also inform themselves as to the relevant legal requirements and any
applicable exchange control regulations and applicable taxes in the countries of their
respective citizenship, residence or domicile.
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OVER-ALLOTMENT OPTION AND STABILISATION

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

STOCK BORROWING ARRANGEMENT

Details of the stock borrowing arrangement are set out in the section headed “Structure
and conditions of the Share Offer” in this prospectus.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Stock Exchange for the listing of, and permission to
deal in, the Shares in issue and to be issued pursuant to the Share Offer (including any
Shares which may be issued pursuant to the exercise of the Over-allotment Option and any
option which may be granted under the Share Option Scheme).

No part of the share or loan capital of our Company is listed, traded or dealt in on any
stock exchange and save as disclosed herein, no such listing or permission to deal is being
or proposed to be sought.

Under Section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of,
and permission to deal in, the Offer Shares on the Stock Exchange is refused before the
expiration of three weeks from the date of the closing of the application lists, or such longer
period (not exceeding six weeks) as may, within the said three weeks, be notified to our
Company by the Stock Exchange.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
If investors are unsure about the details of CCASS settlement arrangement and how such
arrangements will affect their rights and interests, they should seek the advice of their
stockbroker or other professional advisers.
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COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Thursday,
12 October 2017. The Shares will be traded in board lots of 8,000 Shares each. The stock
code of the Shares will be 1707.

HONG KONG BRANCH SHARE REGISTRAR AND STAMP DUTY

Our Company’s principal share register will be maintained by our principal share
registrar, Estera Trust (Cayman) Limited at P.O. Box 1350, Clifton House, 75 Fort Street,
Grand Cayman KY1-1108, Cayman Islands and our Company’s Hong Kong branch share
register will be maintained by our Hong Kong Branch Share Registrar, Boardroom Share
Registrars (HK) Limited at 31/F, 148 Electric Road, North Point, Hong Kong. Unless our
Directors otherwise agree, all transfer and other documents of title of Shares must be lodged
for registration with and registered by the Hong Kong Share Registrar and may not be
lodged in the Cayman Islands.

All the Offer Shares will be registered on the Hong Kong Branch Share Register.
Dealings in the Shares registered on our Company’s branch share register maintained in
Hong Kong will be subject to Hong Kong stamp duty. The stamp duty is charged to each of
the seller and purchaser at the ad valorem rate of 0.1% of the consideration for, or (if
greater) the value of, the Shares transferred. In other words, a total of 0.2% is currently
payable on a typical sale and purchase transaction of the Shares.

Unless determined otherwise by our Board, dividends payable in Hong Kong dollars in
respect of Shares will be paid to the shareholders listed on the Hong Kong Branch Share
Register, by ordinary post, at the shareholders’ risk, to the registered address of each
shareholder of our Company, or if joint Shareholders, to the registered address of that
Shareholder whose name stand first in the register in respect of the joint holding, or to such
person and to such address as the Shareholder or joint Shareholders may in writing direct, in
accordance with the Articles.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investor for the Share Offer are recommended to consult their professional
advisers if they are in doubt as to the taxation implications of the subscription for, holding,
purchase, disposal of or dealing in the Shares or exercising their rights thereunder. It is
emphasised that none of our Company, the Selling Shareholder, our Directors, the Sole
Sponsor, the Sole Lead Manager, the Joint Bookrunners, the Underwriters, their respective
directors or any other person involved in the Share Offer accepts responsibility for any tax
effects on, or liabilities of, holders of Shares resulting from the subscription for, holding,
purchase, disposal of or dealing in the Offer Shares or the exercise of their rights
thereunder.
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ROUNDING

Amounts and percentage figures, including share ownership and operating data in this
prospectus, may have been subject to rounding adjustments. In this prospectus, where
information is presented in thousands or millions, amounts of less than one thousand or one
million, as the case may be, have been rounded to the nearest hundred or hundred thousand,
respectively, unless otherwise indicated or the context requires otherwise. Amounts presented
as percentages have been rounded to the nearest tenth of a percent, unless otherwise
indicated or the context requires otherwise. Accordingly, totals of rows or columns of
numbers in tables may not be equal to the apparent total of the individual items.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. If there is any inconsistency between the Chinese
names of the Chinese entities mentioned in this prospectus and their English translation, the
Chinese names shall prevail.

CURRENCY TRANSLATIONS

Unless otherwise specified, conversion of US$ into HKS$ in this prospectus is based on
the exchange rate set out below (for illustration purposes only):

US$1.00: HK$7.80

No representation is made that any amounts in US$ and HK$ can be or could have
been converted at the relevant dates at the above exchange rate at any other rate or at all.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Residential address Nationality

Executive Directors

Mr. Yau Kin Wing Sino G/F, No. 175A Chinese
(B 5 5E ) Wing Ning Tsuen

Lung Yeuk Tau
Fanling, New Territories

Hong Kong
Mr. Cheung Ting Kam Flat B, 2/F, Daisyfield British
(3R E #8 5E4E) 4135 Tai Po Road

Tai Po Kau

New Territories

Hong Kong
Mr. Kung Ho Man Flat C, 4/F, Tower 26 Chinese
(TSR Parc Oasis

37 Grandeur Road

Kowloon

Hong Kong
Ms. Tang Ka Wa Danise Flat F, 15/F Chinese
(BzadE L +) Yue Fung Building

59 On Ling Road
Yuen Long, New Territories
Hong Kong

Independent non-executive Directors

Mr. Fung Chi Kin Flat H, 28/F, Tower 10 Chinese
(HEEEE) Carmel Cove

Caribbean Coast Phase 3
1 Kin Tung Road

Tung Chung

Lantau Island

Hong Kong

Mr. Cheung Wai Lun Jacky Flat C, 30/F, Tower 1 Chinese
(SRR SR ) The Coronation

1 Yau Cheung Road

Yau Ma Tei

Kowloon

Hong Kong
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Name Residential address Nationality

Mr. Chow Chun To Flat D, 16/F, Tower 11 Chinese
(RIS The Palazzo

28 Lok King Street

Fo Tan

New Territories

Hong Kong

For details of our Directors and senior management, please refer to the section headed
“Directors and senior management” in this prospectus.
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PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor

Sole Lead Manager

Joint Bookrunners

Legal advisers to our Company

RHB Capital Hong Kong Limited

12/F., World-Wide House

19 Des Voeux Road Central

Hong Kong

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

RHB Securities Hong Kong Limited

12/F., World-Wide House

19 Des Voeux Road Central

Hong Kong

(A licensed corporation permitted to carry out Type 1
(dealing in securities) and Type 4 (advising on
securities) regulated activities under the SFO)

RHB Securities Hong Kong Limited

12/F., World-Wide House

19 Des Voeux Road Central

Hong Kong

(A licensed corporation permitted to carry out Type 1
(dealing in securities) and Type 4 (advising on
securities) regulated activities under the SFO)

Sorrento Securities Limited

11/F, The Wellington,

198 Wellington Street, Central,

Hong Kong

(A licensed corporation permitted to carry out Type 1
(dealing in securities) and Type 4 (advising on
securities) regulated activities under the SFO.)

As to Hong Kong law

Guantao & Chow Solicitors and Notaries
Suites 1604-6, 16th Floor

ICBC Tower

3 Garden Road

Central

Hong Kong

Mr. Chan Chung

10/F, Grand Building

15-18 Connaught Road Central
Central

Hong Kong
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As to Cayman Islands law
Appleby

2206-19 Jardine House

1 Connaught Place

Central
Hong Kong
Legal adviser to the Sole As to Hong Kong law
Sponsor, the Sole Lead D. S. Cheung & Co.
Manager, the Joint 29/F., Bank of East Asia Harbour View Centre
Bookrunners and the 56 Gloucester Road
Underwriters Wan Chai
Hong Kong
Auditors and reporting Grant Thornton Hong Kong Limited
accountants Certified Public Accountants
Level 12
28 Hennessy Road
Wanchai
Hong Kong
Receiving bank Industrial and Commercial Bank of China (Asia)
Limited

33/F, ICBC Tower
3 Garden Road
Central

Hong Kong

Internal Control Adviser CT Partners Consultants Limited
Unit 1601A, 16/F, Tower 6
China Hong Kong City
33 Canton Road
Tsimshatsui
Kowloon
Hong Kong

Tax Consultant Global Vision CPA Limited
Certified Public Accountants
Room 901, 9/F
Belgian Bank Building
721-725 Nathan Road
Mong Kok
Kowloon
Hong Kong
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Industry Research Consultant

Selling Shareholder

Ipsos Limited

22/F, Leighton Centre
77 Leighton Road
Causeway Bay

Hong Kong

Flourish Team Limited

Sertus Chambers, P.O. Box 905
Quastisky Building, Road Town
Tortola

BVI
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Registered office in the Cayman
Islands

Headquarters and principal
place of business in Hong
Kong

Company secretary

Compliance adviser

Authorised representatives

Members of Audit Committee

P.O. Box 1350

Clifton House

75 Fort Street

Grand Cayman KY1-1108
Cayman Islands

Units 05-08, 11/F
Delta House

3 On Yiu Street
Shek Mun

New Territories
Hong Kong

Mr. Ip Ying Hang (ZEBtiE) (HKICPA)
Flat C, 30/F, Tower 8

Tseung Kwan O Plaza

Tseung Kwan O

New Territories

Hong Kong

RHB Capital Hong Kong Limited

12/F., World-Wide House

19 Des Voeux Road Central

Hong Kong

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

Mr. Yau Kin Wing Sino (If#4%)
G/F, No. 175A

Wing Ning Tsuen

Lung Yeuk Tau

Fanling, New Territories

Hong Kong

Mr. Ip Ying Hang (ZEBLH)
Flat C, 30/F, Tower 8
Tseung Kwan O Plaza
Tseung Kwan O

New Territories

Hong Kong

Mr. Chow Chun To (#¥%%%) (Chairman)

Mr. Fung Chi Kin (§i552)
Mr. Cheung Wai Lun Jacky (5RfEff)
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Members of Remuneration
Committee

Members of Nomination
Committee

Cayman Islands principal share
registrar and transfer office

Hong Kong Branch Share
Registrar and transfer office

Principal bankers

Company’s website

Mr. Chow Chun To (##&i#) (Chairman)
Mr. Cheung Ting Kam (57 8#)
Mr. Cheung Wai Lun Jacky (iRf#&f)

Mr. Yau Kin Wing Sino (5#%) (Chairman)
Mr. Fung Chi Kin (#§75E%)
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The information presented in this section, unless otherwise indicated, is derived
from various official government publications and other publications and from the Ipsos
Report prepared by Ipsos, an independent market research agency, which was
commissioned by us. We believe that the sources of such information and statistics are
appropriate and have taken reasonable care in extracting and reproducing such
information and statistics. Our Directors have no reason to believe that such information
or statistics is false or misleading in any material respect of that any fact has been
omitted that would render such information or statistics false or misleading in any
material respect. The information and statistics have not been independently verified by
us, the Selling Shareholder, the Sole Sponsor, the Sole Lead Manager, the Joint
Bookrunners, the Underwriters, our or their respective directors and officers or any other
parties involved in the Share Offer. No representation is given as to the accuracy or
completeness of such information and statistics. Our Directors confirmed that after taking
reasonable care, there is no adverse change in the market information since the date of
the Ipsos Report which may qualify, contradict or have an impact on the information in
this section.

SOURCE OF INFORMATION

We have commissioned Ipsos, an independent market research agency, to conduct an
analysis of, and to report on, the slope works industry in Hong Kong at a fee of
HK$581,000, and our Directors consider that such fee reflects market rates. The Ipsos
Report has been prepared by Ipsos independent of our Group’s influence. Except as
otherwise noted, the information and statistics set forth in this section have been extracted
from the Ipsos Report. The payment of such amount was not conditional on our Group’s
successful Listing or on the results of the Ipsos Report. Ipsos has been engaged in a number
of market assessment projects in connection with initial public offerings in Hong Kong.
Ipsos is part of a group of companies which employs approximately 16,000 personnel
worldwide across 87 countries. Ipsos conducts research on market profiles, market sizes and
market shares and performs segmentation analysis, distribution and value analysis,
competitor tracking and corporate intelligence.

The Ipsos Report includes information on the slope works industry in Hong Kong. The
information contained in the Ipsos Report is derived by means of data and intelligence
gathering which include: (i) desktop research; and (ii) primary research, including interviews
with key stakeholders including slope works service providers and industry experts and
associations in Hong Kong, etc. Information gathered by Ipsos has been analysed, assessed
and validated using Ipsos in-house analysis models and techniques. According to Ipsos, this
methodology guarantees a full circle and multilevel information sourcing process, where
information gathered can be cross-referenced to ensure accuracy.
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All statistics are based on information available as at the date of the Ipsos Report.
Other sources of information, including Government, trade associations or marketplace
participants, may have provided some of the information on which the analysis or data is
based. Ipsos developed its estimates or forecasts on the following bases and assumptions: (i)
it is assumed that the global economy remains a steady growth across the forecast period;
and (ii) it is assumed that there is no external shock such as financial crisis or natural
disasters to affect the demand and supply of the civil engineering works in Hong Kong
during the forecast period.

ASSUMPTIONS AND PARAMETERS USED IN THE IPSOS REPORT

Analyses in the Ipsos Report are based on the following assumptions: (i) the supply
and demand of slope works industry in Hong Kong are assumed to remain stable during the
forecast period; and (ii) the external environment is assumed to have no shocks, such as
financial crisis or natural disasters, that will influence the demand and supply of the slope
works industry in Hong Kong during the forecast period. The following parameters have
been taken into account in the market sizing and forecast model in the Report:

GDP and GDP growth rate in Hong Kong from 2012 to 2016;

Gross fixed capital formation value in Hong Kong from 2012 to 2016;

Total investment value in construction projects in Hong Kong from 2012 to 2015;

Public expenditure on infrastructure in Hong Kong from 2012 to 2016;

Gross output value of construction works performed by main contractors,

segmented by public and private sectors, and subcontractors at construction sites

in Hong Kong from 2012 to 2016;

° Gross output value of civil engineering works at construction sites in Hong Kong
from 2012 to 2016;

e  Historical wage trend for workers in the construction industry in Hong Kong from
2012 to 2016;

e  Historical accident rates in the construction industry in Hong Kong from 2012 to
2016;

° Number of approved contractors for slope works in Hong Kong as of May 2017;

° Gross output value of slope works, segmented by public sector and private sector,
in Hong Kong from 2012 to 2016;

e  Average price range of a slope works project in Hong Kong from 2012 to 2016;
and

e  Historical price trend of key raw materials (such as steel reinforcements (high

tensile steel bars), cement, diesel fuel) for the slope works industry in Hong Kong

from 2012 to 2016.
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OVERVIEW OF THE CIVIL ENGINEERING INDUSTRY

The gross output value of civil engineering sector in Hong Kong increased from around
HK$49.4 billion in 2012 to around HK$67.9 billion in 2016, with CAGR at around 8.3%.
Such significant growth was mainly driven by the rising number of large scale projects for
civil engineering works such as the “Kai Tak development — reconstruction and upgrading of
Kai Tak Nullah”; “Expansion of Tai Po water treatment works and ancillary raw water and
fresh water transfer facilities — part 2 works” and “Liantang/Heung Yuen Wai Boundary
Control Point and Associated Works — Phase 37, which amounted to around HK$1.9 billion,
HK$3.3 billion and HK$2.5 billion respectively, and the ongoing construction projects such
as the implementation of the Ten Major Infrastructure projects proposed by the Hong Kong
Government in 2007.

Total gross output value of civil engineering works at construction sites in Hong Kong
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102.5

=
I_=; CAGR CAGR
] (2012-2016) (2017F-2021F)
T
8.3% 2.6%

2012 2013 2014 2015 2016 2017F  2018F  2019F  2020F  2021F

Note: “F” denotes forecast.
Source: The Ipsos Report; public sources references included Construction Industry Council and Census and
Statistics Department, HKSAR

Given further development of infrastructure projects in Hong Kong, the estimated gross
output value of the civil engineering industry in Hong Kong is likely to continue to face
robust growth from around HK$84.4 billion in 2017 to around HK$93.6 billion in 2021 at a
CAGR of around 2.6%. The gross output value relies significantly on public works held by
the Hong Kong Government. Political uncertainty has direct impact on the financing of
public works in Hong Kong. Between 2012 to 2016, ongoing filibuster has delayed many of
the major civil engineering projects in Hong Kong, resulting in fluctuations of the gross
output value of civil engineering works industry in Hong Kong. Filibustering in 2013 to
2015 disrupted the orderly flow of funds from the Government, caused cash uncertainties
and project delays in 2015 and 2016, resulting in a stagnation of works expenditure. If
similar activities persist in future and continue to stagnate the normal legislative procedures
for reviewing government bills, initiatives and funding plans, future growth of civil
engineering output value in Hong Kong could be greatly compromised.
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Driven by the construction of new development areas, launch of urban renewable

projects and the Government’s commitment to increase both public and private housing
units, and the ongoing and upcoming Ten Major Infrastructure Projects, which combined will
likely to drive up the gross output value of civil engineering industry to HK$102.5 billion in
2019. As these major projects have an expected completion date by 2020 to 2021, the civil
engineering industry is expected a slight drop in the total gross output value.

Key trends of the civil engineering industry in Hong Kong

Outsourcing to subcontractors: Outsourcing works from main contractors has been
common practice within the civil engineering industry in Hong Kong. Due to the high
requirement of labour, as well as equipment for specialised works such as foundation
works, ground investigation works, drainage works, it is more cost-effective to engage
subcontractors to carry out specialised works in accordance with their expertise and
specialist knowledge in a construction project. In addition, main contractors can focus
on project management, logistical arrangements, and reserve higher control over their
resources such as skilled labour and machinery. Therefore, there is a tendency for main
contractors to outsource their works in the civil engineering industry in Hong Kong.
According to the Construction Industry Council, as at 19 May 2017, there are
approximately 1,277 subcontractors registered under the Subcontractor Registration
Scheme to perform earthworks, roadworks, road drainage and sewer, geotechnical
works, marine works and ground investigation.

Rising operating costs: The operating costs for civil engineering works is anticipated
to increase in tandem with the overall construction industry in the short-run mainly due
to the labour shortage in the construction industry in Hong Kong. Please refer to the
paragraph headed “Key threats to the slope works industry — Labour shortage” in this
section for further information.

Increasing cross-border projects: The large-scale cross-border transportation
infrastructure projects will remain the largest end-user group of Hong Kong’s civil
engineering construction industry. The Hong Kong Government has invested in
cross-border infrastructure projects such as the Shenzhen-Hong Kong Western Corridor,
and the Guangzhou-Shenzhen-Hong Kong Express Rail Link to develop cross-border
fluidity and stronger economic ties between Hong Kong and Guangzhou Province. The
two major cross-border projects and anticipated border-region developments are
expected to promote growth in the civil engineering industry.
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SLOPE WORKS INDUSTRY
Landslip Prevention and Mitigation Programme (“LPMitP”’)

The LPMitP is a rolling programme launched by the Geotechnical Engineering Office
of the CEDD in 2010 to systematically deal with the landslide risk associated with both
man-made slopes and natural hillside. Under the LPMitP, the most deserving man-made
slopes and natural hillside catchments are selected for studies each year in accordance with a
risk based priority ranking system. The necessary landslip prevention and mitigation works,
as identified by the studies, for man-made slopes and natural hillside catchments under the
Government’s maintenance responsibility are implemented under the LPMitP. For private
slopes found to be liable to become dangerous, statutory actions are taken against the
responsible private owners by the Buildings Department through the Buildings Ordinance to
ensure its rectification.

According to the information available on the CEDD’s website, the Geotechnical
Engineering Office has an average of about 13 works contracts on landslip prevention and
mitigation each year (with multiple slopes or sites under each works contract). Since 1977, it
has spent about HK$20.9 billion (up to 31 March 2017) on landslip prevention and
mitigation studies and works, with about 5,623 government man-made slopes upgraded,
about 5,834 studies of private man-made slopes completed, and mitigation measures for 207
natural hillside catchments implemented.

Gross output value of slope works

Between 2012 and 2016, the gross output value of slope works in Hong Kong grew
from approximately HK$1,422.6 million in 2012 to approximately HK$1,576.0 million in
2016, representing a CAGR of approximately 2.6%. The growth was largely underpinned by
the stable increase of both public and private slope works contract values in Hong Kong,
driven by the Government’s commitment to the LPMitP and the rising spending from other
Government departments on slope works for public infrastructure and civil engineering
projects as well as the development of both public and private housing projects in Hong
Kong.

The decline in 2016 was a short-term effect of political uncertainty arising from the
filibuster, as well as a contraction of public slope work tender notices due to an internal
revaluation of CEDD department’s tendering criteria to slope works public contracts. Thus,
many slope works tender contracts were on hold and/or delayed in 2016 and in the first half
of 2017, leading to a slowdown of the entire industry. In the second half of 2016, zero
projects were awarded. In the first half of 2017, the number of projects available for tender
began to pick up: 14 tenders forecasted for invitation were released and five tenders were
awarded in between January 2017 to August 2017 from CEDD department, one of which
was awarded to our Group in January 2017 with contract sum of approximately HK$94.0
million. In addition, nine tenders are currently active for tender up to September 2017.
These projects are expected to commence soon. Amid an increasing volume of available
projects in the public sector, this recovery is expected to continue in 2018 and onwards.
According to the Development Bureau, between September 2017 and June 2018,
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(i) five projects are forecasted for tender with contract sums up to HK$100 million, and (ii)
two tenders are forecasted between this period with contract sums between $100 million and
HK$200 million.

It is believed that the slowdown in 2016 and 2017 will be short-term due to the
essentiality of slope works and landslip prevention to public safety, as well as the targeted
annual outputs set by the LPMitP and their long-term commitment to achieving the targets.
As such, the decrease in gross output value of slope works for 2016 and 2017 indicates a
demand for slope works in the public sector moving forward between 2018 and 2021.
Continuity of the LPMitP, initiatives to promote slope safety, and the allocated budget to
maintain Hong Kong’s slopes is expected to drive stable growth for the slope works industry
in Hong Kong from late 2017 to 2021.

Gross output value of slope works in Hong Kong
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1. “F” denotes forecast.
2. The public and private slope work values may not add up to the number of total due to rounding.

Source: The Ipsos Report; public sources references included Civil Engineering and Development Department,
HKSAR; Lands Department, HKSAR; Housing Authority, HKSAR; Highways Department, HKSAR;
Agriculture, Fisheries and Conservation Department, HKSAR; Water Supplies Department, HKSAR;
Architectural Services Department, HKSAR; Buildings Department, HKSAR

The growth in the gross output value of slope works projects in Hong Kong was
mainly driven by the rising public expenditure on slope works upgrade, maintenance and
repair. Between 2017 and 2021, the estimated total output value of the slope works in Hong
Kong is expected to increase from about HK$1,311.8 million in 2017 to about HK$1,609.6
million in 2021 representing CAGR of about 5.2%, driven by the continuous commitment of
the government to slope safety in Hong Kong.
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Key drivers of the slope works industry

Continuous demand due to LPMitP: Slope works are essential to the public safety as a
prevention of landslides of which could danger the lives of citizens in Hong Kong if not
maintained properly and regularly. As the number of landslides has seen rising from 161 in
2015 to 226 in 2016, more slope upgrading and repair works shall be conducted to maintain
slope safety in Hong Kong. It is expected that the LPMitP will continue to serve as a
primary driver for the public spending on slope works industry in Hong Kong. As of 2016,
there remained about 17,600 substandard man-made slopes with moderate risk or affecting
squatter dwellings, and 2,800 vulnerable natural hillside catchments that would pose a
hazard to the community. The target annual output of the LPMitP of upgrading 150
Government man-made slopes, conducting safety-screening studies for 100 private man-made
slopes and carrying out mitigation works for 30 natural hillside catchments will be able to
deal with approximately 1% of the remaining man-made slopes and natural hillside
catchments where most pressing maintenance and upgrade works will be needed. Under this
programme, the Government has made great progress in improving slope safety in Hong
Kong. From 2011 to 2016, an annual total number of 173, 153, 153, 154, 155 and 119
government man-made slopes were upgraded respectively, of which an annual total number
of 22, 28, 30, 33, 35 and 38 natural hillside catchments were upgraded respectively. The
promising annual output witness stable demand of slope works industry in Hong Kong. As
the risks of landslide remains high in Hong Kong, public expenditure on LPMitP is expected
to remain stable at a level around HK$1 billion in the near future, similar to the average
annual expenditure on the implementation of the LPMitP in the previous five years.

Demand for slope stabilisation and reinforcement at new residential building sites:
To address the increasing demand for residential properties and the overheated property
market, the Government has promulgated the “Long Term Housing Strategy” in December
2014 and has adopted a housing supply target of 480,000 units for the ten-year period from
2015-2016 to 2024-2025, with a public-private split of 60:40. Accordingly, the public
housing supply target is 290,000 units, comprising 200,000 PRH units and 90,000 subsidised
sale flats, whereas the private housing supply target is 190,000 units. The number of new
man-made slopes and slope safety measures such as retaining walls, steel and concrete
barriers, and slope stabilisation works are expected to increase as a result of new housing
developments, increasing the demand for slope works and slope works.

Demand for slope works from large scale public infrastructure projects: Since the
Ten Major Infrastructure Projects was introduced in 2007 Policy Address, large scale
infrastructure projects such as the extension of mass transit railway lines, new roadways, and
the development of Wan Chai and New Territories areas, have supported the robust growth
of the construction industry in Hong Kong. The development of these projects require slope
works and maintenance studies, such as developing earth reinforced retaining walls and cut
back slopes for road works railways and hill-side building developments. Studies to ensure
adequate surface drainage and stabilisation after construction is also key to slope safety for
new roadways, railways and new building sites. The construction and maintenance of new
slopes is expected to drive the future demand for slope works in Hong Kong.
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COMPETITIVE LANDSCAPE AND ENTRY BARRIERS

The slope works industry in Hong Kong is fairly consolidated with the top five slope
works contractors which accounted for approximately 54.9% of the total revenue in the slope
works industry in Hong Kong in 2016. As at 30 April 2017, there were 38 approved
contractors included in the List of Approved Specialist Contractors for Public Works under
the category of “Landslip preventive/remedial works to slopes/retaining walls”, of which 13
were on probation and 25 (including our Group) had a confirmed status. The total revenue in
the slope works industry in Hong Kong accounted for approximately 2.3% of the total
revenue of the civil engineering industry in Hong Kong in 2016. The top five slope works
contractors (in terms of market share in the slope works industry in Hong Kong in 2016)
and their respective backgrounds are as follows:

Market
Company Further Revenue in  share in
Rank Name Headquarter information 2016 2016 Background Information
(HK$ million)
1 Our Group Hong Kong ~ Main Contractor 328.7 20.9%  Site formation works,
and subcontractor landslip preventative/
remedial works, slope/
retaining walls, ground
investigation works. ISO
14001:2004, OHSAS
18001:2007 and 1SO
9001:2008.
2 Competitor A Hong Kong ~ Main Contractor 159.9 10.2% A listed company offering

services in Civil
Engineering Construction,
Landslip Preventative/
Remedial Works, Slope/
Retaining Walls. Slope
work accounts for
approximately 20% of the
total revenue. ISO 9001,
ISO 14001, ISO 50001
and OHSAS18001

3 Competitor B Hong Kong ~ Main Contractor 128.4 8.1% A listed company offering
services in Site formation
works, foundation works,
building works, landslip
preventive/remedial works,
slop/retaining walls, ISO
9001, ISO 14001, OHSAS

18001
4 Competitor C ~ Hong Kong ~ Main Contractor 125.1 7.9% A listed company offering
and subcontractor services in waterworks

engineering services, road
works and drainage
services, landslip
preventative/remedial
works, slope/retaining
walls, site formation
works. ISO 9002
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Market
Company Further Revenue in  share in
Rank Name Headquarter information 2016 2016 Background Information
(HK$ million)

5 Competitor D Hong Kong ~ Main Contractor 123.5 7.8% A listed company offering
services in landslip
preventative/remedial
works, slope/retaining
walls. ISO 14001

Others 710.4 45.1%
Market total 1,576.0  100.0%

Source: The Ipsos Report; public sources references included published annual reports of listed companies

Our Group was the largest slope works contractor in Hong Kong in 2016, with
approximately 20.9% of the total revenue in the slope works industry in Hong Kong in
2016.

Barriers of entry

Admission to the List of Approved Specialist Contractors for Public Works: Geotech
Engineering, our principal operating subsidiary, is an approved specialist contractor included
in the List of Approved Specialist Contractors for Public Works maintained by the
Development Bureau under the category of “Landslip preventive/remedial works to slopes/
retaining walls” with a confirmed status. Being on such list is a prerequisite for tendering
for public works contracts in the slope works categories. The admission and retention as
well as the confirmed or probationary status with respect to the List of Approved Specialist
Contractors for Public Works are currently subject to certain financial, technical and
management criteria.

Capital requirements: The admission and retention on the List of Approved Specialist
Contractors for Public Works under the category of “Landslip preventive/remedial works to
slopes/retaining walls” are subject to certain financial criteria, which primarily include (i)
having a minimum employed capital of HK$8,600,000; and (ii) having a minimum working
capital of either (a) HK$8,600,000 if no outstanding contracts or (b) the higher of
HK$8,600,000 or 10% of the combined annual value of uncompleted works on outstanding
contracts both in the public and private sectors. Please refer to the section “Business —
Licences and Permits — Public sector projects” in this prospectus for further details. Such
substantial amount of financial capital requirements present barrier for contractors to become
eligible to tender for public sector slope works.
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Track record and expertise: An experienced and stable management team with solid
project management and execution experience and slope works expertise is a key
competitive factor. Particularly for public projects, a credible track record for on-time
project delivery, and completion of works within allocated budgets is a strong indicator of
sound project management capability of the contractor to carry out slope works. Without
capable and experienced in-house personnel with slope works project management
experience, the lack of expertise will be barrier for new entrants to winning slope works
contracts in the public and private sectors. Under the existing framework governing the
enrollment of contractors for public slope works, lack of previous experiences in delivering
slope works to public and private sector clients with satisfaction will greatly compromise a
company’s overall performance rating in its application for being an Approved Specialist
Contractor in “Landslip preventive/remedial works to slopes/retaining walls” in Hong Kong.
In addition, having obtained the ISO 9001 certification is another prerequisite for contractors
to be accepted as eligible public contractor.

KEY THREATS TO THE SLOPE WORKS INDUSTRY

High reliance on public opportunities, together with the political instability arising
Jrom the filibusters and delays of approval progress of public construction projects:
Filibuster in the Legislative Council refers to the legislative procedure to block or delay
approval of funding or proposed bills by the committees of the Legislative Council. The
filibuster in the Legislative Council of Hong Kong has caused delays of the funding
approval of public construction projects. Due to a unique industry structure of the slope
works industry in Hong Kong, approximately 90% of the total industry output comes from
the public sector every year. Having said that, if the filibustering activities persist in the
near future, it may impact the growth of the slope works industry as part of the construction
industry. As such, it may also pose a challenge to major slope works contractors in Hong
Kong with a limited availability of slope works projects. Despite the delays of funding
approval for construction projects caused by the filibuster in previous years, the Financial
Committee of the Legislative Council has claimed to continue their financial support on
achieving the targeted annual outputs set by the LPMitP, according to the Financial
Committee Meeting conducted in March 2017. The claim of continuous support by the
Legislative Council on the slope works industry in Hong Kong suggests a positive growth of
the industry, in particular to the public sector, from 2017 to 2021.

Labour Shortage: The civil engineering industry in Hong Kong, including the slope
works industry, is suffering from labour shortage due to the shortage of experienced and
skillful labours as a result of a declining number of young people entering the industry
whereby skilled workers are approaching the age of retirement, coupled with the growing
demand for workers as a result of the general increase in the amount of civil engineering
works. As at March 2016, more than 40% of the registered construction workers in Hong
Kong are above 50.

_ 74 —



INDUSTRY OVERVIEW

Average daily wage of construction workers for slope works in Hong Kong
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The average daily wage for workers involved in slope works projects increased from
about HK$1,012.0 in 2012 to about HK$1,534.2 in 2016, with CAGR of approximately
11.0%. Given the existing difficulty of attracting and retaining a younger labour force in the
construction sectors, the average daily wage of construction workers for slope works may
increase further in the next five years in Hong Kong.

Fluctuating costs of raw materials and consumables: Various different construction
materials and consumables are required for the performance of slope works, including in
particular high-tensile steels and cement. Under our typical subcontracting arrangements, the
costs of purchasing construction materials and consumables are normally borne by our
subcontractors but in a limited number of cases, such purchase costs may be borne by us.
Therefore, any material fluctuations in the costs of construction materials and consumables
may affect our subcontracting charges and our direct costs.

Portland cement

According to the Ipsos Report, the average wholesale price of portland cement in Hong
Kong increased moderately from approximately HK$690.3 per metric tonne in 2012 to
approximately HK$714.7 per metric tonne in 2016, representing a CAGR of approximately
0.9%. The highest annual growth rate of about 3.1% was observed in 2012, as the
governments in different countries implemented measures to restrict the oversupply of
cement.
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Average wholesale price of cement in Hong Kong
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The average wholesale price of cement in Hong Kong has been affected by the
measures implemented in different countries to restrict over-supply of cement, as well as the
slow recovery of the global economy since the global financial crisis in 2008. The drop of
the average wholesale price of cement in 2016 was attributed to a global slowdown of
cement consumption, thus, the excessive cement production withheld the increase of average
wholesale price in 2016. Nevertheless, the average wholesale price of cement in Hong Kong
is likely to grow, due to, among other factors, the demand for construction works in Hong
Kong, Macau and the PRC.

Steel reinforcement

The average wholesale price of steel reinforcement declined from approximately
HK$5,921.6 per metric tonne in 2012 to about HK$3,672.6 per metric tonne in 2016,
representing a CAGR of approximately -11.3% during the observed period.

Average wholesale price of steel reinforcements (high tensile steel bars) in Hong Kong
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The downward trend of the average wholesale price of steel reinforcements (high
tensile steel bars, 10mm to 40mm) in Hong Kong between 2012 and 2016 could be
attributed to a number of factors, including the global drop in demand for construction work,
the declining cost of iron ore and coking coal as a result of the slowdown of China’s fixed
capital investment growths and the over steel supply capacity in the global sphere. As of
2016, the rallies in steel could be attribute to the PRC government policies to stimulate
property and construction industries. The market is relatively positive of the demand growth
of steel in 2017 as steel price is expected to continue rising in recent future.

Diesel fuel

The average wholesale price of diesel fuel in Hong Kong declined slightly from an
estimated HK$2,030.0 per 200 litre drum in 2012 to an estimated HK$1,882.3 per 200 litre
drum, representing a CAGR of approximately -1.9%.

Average wholesale price of diesel fuel in Hong Kong
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Between 2012 and 2016, a slight decline of the diesel wholesale price was observed in
Hong Kong, largely due to a decreased consumption of diesel amid the slow recovery of the
global economy, the slump of crude oil price since mid-2014 and the lower than expected
growth in major emerging economies including the PRC.
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This section sets out a summary of the principal laws and regulations of Hong Kong
which are applicable to our Group’s business. As this is a summary, it does not contain
detailed analysis of the Hong Kong laws which are relevant to our business.

LABOUR, HEALTH AND SAFETY

As our Group is principally engaged in construction and engineering work involving
the provision of services by subcontractors and employment of workers, we are subject to
the laws and regulations in relation to labour, health and safety.

Construction Workers Registration Ordinance (Chapter 583 of the Laws of Hong Kong)

Construction Workers Registration Ordinance requires construction workers to be
registered for carrying out construction work on a construction site.

Under the Construction Workers Registration Ordinance, “construction work” means,
among other things, any building operation involved in preparing for any operation such as
the addition, renewal, alteration, repair, dismantling or demolition of any specified structure
that involves the structure of the specified structure or any other specified structure.
“Construction site” means (subject to certain exceptions) a place where construction work is,
or is to be, carried out. Under section 40 of the Construction Workers Registration
Ordinance, no person shall be registered as a registered construction worker unless the
Registrar of Constructions Workers is satisfied, among other things, that the person has
attended the relevant construction work-related safety training course. Further, under section
44 of the Construction Workers Registration Ordinance, the Registrar of Construction
Workers shall not renew the registration of a person unless the Registrar of Construction
Workers is satisfied that, among other things, (i) the person has attended the relevant
construction work-related safety training course; and (ii) if the registration will, on the date
of expiry, have been in effect for not less than two years, the person has attended and
completed, during the period of one year immediately before the date of application for
renewal of the registration, such development courses applicable to his registration as the
Construction Industry Council may specify.

The Construction Workers Registration Ordinance also contains a “designated workers
for designated skills” provision, which provides that only registered skilled or semi-skilled
workers of designated trade divisions are permitted to carry out construction works on
construction sites relating to those trade divisions independently.

Unregistered skilled or semi-skilled workers are only allowed to carry out construction
works of designated trade divisions (i) under the instruction and supervision of registered
skilled or semi-skilled workers of relevant designated trade division(s); (ii) in proposed
emergency works (i.e. construction works which are made or maintained consequential upon
the occurrence of emergency incidents); or (iii) in small-scale construction works (e.g. value
of works not exceeding HK$100,000).

Stage 1 of the “designated workers for designated skills” provision, of which

“designated works” will include construction, re-construction, addition, alternation and
building services works, has been implemented with immediate effect from 1 April 2017.
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Upon implementation of Stage 1 of the “designated workers for designated skills” provision
pursuant to the Construction Workers Registration Ordinance, registered skilled and
semi-skilled workers for designated trade divisions shall be included as registered
construction workers of the Register of Construction Workers, and accordingly,
subcontractors of construction sites are required to employ only registered skilled and
semi-skilled workers for designated trade divisions to carry out construction works on
construction sites in relation to those trade divisions independently.

Factories and Industrial Undertakings Ordinance (Chapter 59 of the Laws of Hong
Kong)

The Factories and Industrial Undertakings Ordinance provides for the safety and health
protection to workers in the industrial undertakings. Under the Factories and Industrial
Undertakings Ordinance, it is the duty of a proprietor of an industrial undertaking, including
factories, construction work, catering establishments, cargo and container handling
undertakings, repair workshops and other industrial workplaces, to ensure, so far as is
reasonably practicable, the health and safety at work of all persons employed by him at the
industrial undertaking. The duties of a proprietor extend to include:—

—  providing and maintaining plant and work systems that do not endanger safety or
health;

- making arrangements for ensuring safety and health in connection with the use,
handling, storage and transport of articles and substances;

—  providing all necessary information, instructions, training and supervision for
ensuring safety and health;

—  providing and maintaining safe access to and egress from the workplaces; and

providing and maintaining a safe and healthy working environment.

A proprietor who contravenes any of these duties commits an offence and is liable to a
fine of HK$500,000. A proprietor who contravenes any of these requirements willfully and
without reasonable excuse commits an offence and is liable to a fine of HK$500,000 and to
imprisonment for 6 months.

Section 6BA(5) of the Factories and Industrial Undertakings Ordinance also provides
since 1 May 2001 every proprietor shall not employ at the undertaking a relevant person
who has not been issued a relevant safety training certificate or whose relevant certificate
has expired. A proprietor who contravenes this section commits an offence and is liable to a
fine of HK$50,000.

Matters regulated under the subsidiary regulations of the Factories and Industrial
Undertakings Ordinance, including the Construction Sites (Safety) Regulations (Chapter 591
of the Laws of Hong Kong), include (i) the prohibition of employment of persons under 18
years of age (save for certain exceptions); (ii) the construction, maintenance and operation
of hoists; (iii) the duty to ensure safety of places of work; (iv) prevention of falls; (v) safety

— 79 —



REGULATORY OVERVIEW

of excavations; (vi) the duty to comply with miscellaneous safety requirements; and (vii)
provision of first aid facilities. Non-compliance with any of these rules constitutes an
offence and different levels of penalty will be imposed and a contractor guilty of the
relevant offence could be liable to a fine up to HK$200,000 and imprisonment up to 12
months.

In addition, under the Factories and Industrial Undertakings (Safety Management)
Regulations (Chapter 59AF of the Laws of Hong Kong) (the “Safety Management
Regulation”), any contractor in carrying out construction works with a contract value of
HK$100 million or more or having an aggregate of 100 or more workers in a day working
in a single or two or more construction sites is obliged to appoint a registered safety auditor
to conduct a safety audit to collect, assess and verify information on the efficiency,
effectiveness and reliability of its safety management system at least once in every six
months.

We have set up an occupational health and safety system to promote work safety
among our employees and to prevent occurrence of accident in our daily operation. For
details, please refer to the section headed “Business — Occupational health and safety” in
this prospectus.

Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong)

The Occupational Safety and Health Ordinance provides for the safety and health
protection to employees in workplaces, both industrial and non-industrial.

Employers must, as far as reasonably practicable ensure the safety and health in their
workplaces by attending to the following:

—  providing and maintaining plant and systems of work that are safe and without
risks to health;

- making arrangements for ensuring safety and absence of risks to health in
connection with the use, handling, storage or transport of plant or substances;

- as regards any workplace under the employer’s control:

e provision and maintenance of the workplace in a condition that is safe and
without risks to health; and

e provision and maintenance of means of access to and egress from the
workplace that are safe and without any such risks;

—  providing all necessary information, instructions, training and supervision for
ensuring safety and health; and

—  providing and maintaining a working environment for the employees that is safe
and without risks to health.
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An employer who fails to comply with any of the above provisions intentionally,
knowingly or recklessly commits an offence and is liable on conviction to a fine of
HK$200,000 and to imprisonment for 6 months.

The Commission for Labour may also issue an improvement notice against
non-compliance of the Occupational Safety and Health Ordinance or the Factories and
Industrial Undertakings Ordinance or suspension notice against activity or condition of
workplace which may create imminent risk of death or serious bodily injury to the
employees. Failure to comply with an improvement notice without reasonable excuse
constitutes an offence punishable by a fine of HK$200,000 and imprisonment of up to 12
months and failure to comply with a suspension notice without reasonable excuse constitutes
an offence punishable by a fine of HK$500,000 and imprisonment of up to 12 months, and
to a further fine of $50,000 for each day or part of a day during which the employer
knowingly and intentionally continues the non-compliance or contravention.

We have set up an occupational health and safety system to promote work safety
among our employees and to prevent occurrence of accident in our daily operation. For
details, please refer to the section headed “Business — Occupational health and safety” in
this prospectus.

Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong)

The Employees’ Compensation Ordinance establishes a no-fault and non-contributory
employee compensation system for work injuries and sets out the rights and obligations of
employers and employees in respect of injuries or death caused by accidents arising out of
and in the course of employment, or by prescribed occupational diseases.

Under the Employees’ Compensation Ordinance, if an employee sustains an injury or
dies as a result of an accident arising out of and in the course of his employment, his
employer is in general liable to pay compensation even if the employee might have
committed acts of faults or negligence when the accident occurred. Similarly, an employee
who suffers incapacity arising from an occupational disease is entitled to receive the same
compensation as that payable to employees injured in occupational accidents.

According to Section 15 of the Employees’ Compensation Ordinance, an employer
must notify the Commissioner for Labour of any work accident by submitting Form 2
(within 14 days for general work accidents and within 7 days for fatal accidents),
irrespective of whether the accident gives rise to any liability to pay compensation. If the
happening of such accident was not brought to the notice of the employer or did not
otherwise come to his knowledge within such periods of 7 or 14 days (as the case may be)
then such notice shall be given not later than 7 days or, as may be appropriate, 14 days after
the happening of the accident was first brought to the notice of the employer or otherwise
came to his knowledge.

Pursuant to Section 24 of the Employees’ Compensation Ordinance, a principal
contractor shall be liable to pay compensation to subcontractors’ employees who are injured
in the course of their employment to the subcontractor. The principal contractor is,
nonetheless, entitled to be indemnified by the subcontractor who would have been liable to
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pay compensation to the injured employee. The employees employed by the subcontractors
in question are required to serve a notice in writing on the principal contractor before
making any claim or application against such principal contractor.

According to Section 40 of the Employees’ Compensation Ordinance, all employers
(including contractors and subcontractors) are required to take out insurance policies to
cover their liabilities both under the Employees’ Compensation Ordinance and at common
law for injuries at work in respect of all their employees (including full-time and part-time
employees).

Section 40(1B) of the Employees’ Compensation Ordinance provides that where a
principal contractor has undertaken to perform any construction work, it may take out an
insurance policy for an amount not less than HK$200 million per event to cover his liability
and that of his subcontractor(s) under the Employees’ Compensation Ordinance and at
common law. Where a principal contractor has taken out a policy of insurance under Section
40(1B) of the Employees’ Compensation Ordinance, the principal contractor and a
subcontractor insured under the policy shall be regarded as having complied with Section
40(1) of the Employees’ Compensation Ordinance.

An employer who fails to comply with the Employees’ Compensation Ordinance to
secure an insurance cover is liable on conviction upon indictment to a fine of HK$100,000
and to imprisonment for 2 years; and on summary conviction to a fine of HK$100,000 and
to imprisonment for 1 year.

For our insurance coverage in this connection, please refer to the section headed
“Business — Insurance” in this prospectus. For the information of employees’ compensation
claims and common law personal injury claims experienced by our Group during the Track
Record Period and up to the Latest Practicable Date, please refer to the section headed
“Business — Litigation and potential claims” in this prospectus.

Limitation Ordinance (Chapter 347 of the Laws of Hong Kong)

Under the Limitation Ordinance, the time limit for an applicant to commence common
law claims for personal injuries is three years from the date on which the cause of action
accrued.

For information regarding the potential common law claims for personal injuries which
were within the three year period and which might be brought against our Group as at the
Latest Practicable Date, please refer to the section headed “Business — Litigation and
potential claims” of this prospectus.

Employment Ordinance (Chapter 57 of the Laws of Hong Kong)

A principal contractor shall be subject to the provisions on subcontractor’s employees’
wages in the Employment Ordinance. According to Section 43C of the Employment
Ordinance, a principal contractor or a principal contractor and every superior subcontractor
jointly and severally is/are liable to pay any wages that become due to an employee who is
employed by a subcontractor on any work which the subcontractor has contracted to
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perform, and such wages are not paid within the period specified in the Employment
Ordinance. The liability of a principal contractor and superior subcontractor(s) (where
applicable) shall be limited to:

(a) the wages of an employee whose employment relates wholly to the work which
the principal contractor has contracted to perform and whose place of employment
is wholly on the site of the building works; and

(b) the wages due to such an employee for 2 months without any deductions (such
months shall be the first 2 months of the period in respect of which the wages are
due).

An employee who has outstanding wage payments from subcontractor must serve a
notice in writing on the principal contractor within 60 days (or such other additional period
not exceeding 90 days as the Commissioner for Labour may permit) after the date on which
the wages become due. A principal contractor and superior subcontractor (where applicable)
shall not be liable to pay any wages to the employee of the subcontractor if that employee
fails to serve a notice on the principal contractor.

Upon receipt of such notice from the relevant employee, a principal contractor shall,
within 14 days after receipt of the notice, serve a copy of the notice on every superior
subcontractor to that subcontractor (where applicable) of whom he is aware.

A principal contractor who without reasonable excuse fails to serve notice on the
superior subcontractor(s) shall be guilty of an offence and shall be liable on conviction to a
fine of HK$50,000.

Pursuant to section 43F of the Employment Ordinance, if a principal contractor or
superior subcontractor pays to an employee any wages under section 43C of the
Employment Ordinance, the wages so paid shall be a debt due by the employer of that
employee to the principal contractor or superior subcontractor, as the case may be. The
principal contractor or superior subcontractor who pays an employee any wages under
section 43C of the Employment Ordinance may either (1) claim contribution from every
superior subcontractor to the employee’s employer or from the principal contractor and
every other such superior subcontractor as the case may be, or (2) deduct by way of set-off
the amount paid by him from any sum due or may become due to the subcontractor in
respect of the work that he has subcontracted.

Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong)

The Occupiers Liability Ordinance regulates the obligations of a person occupying or
having control of premises on injury resulting to persons or damage caused to goods or
other property lawfully on the land or other property.

The Occupiers Liability Ordinance imposes a common duty of care on an occupier of
premises to take such care as in all the circumstances of the case is reasonable to see that
the visitor will be reasonably safe in using the premises for the purposes for which he is
invited or permitted by the occupier to be there.
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Immigration Ordinance (Chapter 115 of the Laws of Hong Kong)

According to Section 38A of the Immigration Ordinance, a construction site controller
(i.e. the principal or main contractor and includes a subcontractor, owner, occupier or other
person who has control over or is in charge of a construction site) shall take all practicable
steps to (i) prevent having illegal immigrants from being on site; or (ii) prevent illegal
workers who are not lawfully employable from taking employment on site.

Where it is proved that (i) an illegal immigrant was on a construction site; or (ii) such
illegal worker who is not lawfully employable took employment on a construction site, the
construction site controller commits an offence and is liable to a fine of HK$350,000.

Please refer to the section headed “Business — Employees — Requirements under the
Immigration Ordinance” in this prospectus for measures implemented by our Group for
compliance with the aforesaid requirements under the Immigration Ordinance.

Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong)

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage rate
(currently set at HK$34.5 per hour) during the wage period for every employee engaged
under a contract of employment under the Employment Ordinance. Any provision of the
employment contract (whether contract was entered into before, on or after this Minimum
Wage ordinance) which purports to extinguish or reduce the right, benefit or protection
conferred on the employee by the Minimum Wage Ordinance is void.

Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong
Kong)

Employers are required to enroll their employees (except for certain exempt persons)
who are at least 18 but under 65 years of age and employed for 60 days or more in a
Mandatory Provident Fund (“MPF”’) scheme within the first 60 days of employment.

For both employees and employers, it is mandatory to make regular contributions into a
MPF scheme. For an employee, subject to the maximum and minimum levels of income
(HK$25,000 and HK$7,100 per month respectively before 1 June 2014 or HK$30,000 and
HK$7,100 per month respectively on or after 1 June 2014), an employer will deduct 5% of
the relevant income on behalf of an employee as mandatory contributions to a registered
MPF scheme with a ceiling of HK$1,250 before 1 June 2014 or HK$1,500 on or after 1
June 2014. Employer will also be required to contribute an amount equivalent to 5% of an
employee’s relevant income to the MPF scheme, subject only to the maximum level of
income (HK$25,000 per month before 1 June 2014 or HK$30,000 on or after 1 June 2014).

Industry scheme
Industry Schemes were established under the MPF system for employers in the
construction and catering industries in view of the high labour mobility in these two

industries, and the fact that most employees in these industries are “casual employees”
whose employment is on a day-to-day basis or for a fixed period of less than 60 days.
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For the purpose of the Industry Schemes, the construction industry covers the following
eight major categories:

(1) foundation and associated works;

(2) civil engineering and associated works;

(3) demolition and structural alteration works;

(4) refurbishment and maintenance works;

(5) general building construction works;

(6) fire services, mechanical, electrical and associated works;
(7) gas, plumbing, drainage and associated works; and

(8) interior fitting-out works.

The Mandatory Provident Fund Schemes Ordinance does not stipulate that employers in
these two industries must join the Industry Schemes. The Industry Schemes provide
convenience to the employers and employees in the construction and catering industries.
Casual employees do not have to switch schemes when they change jobs within the same
industry, so long as their previous and new employers are registered with the same Industry
Scheme. This is convenient for scheme members and saves administrative costs.

As our construction projects involve the employment of “casual workers”, the Industry
scheme is applicable to our business and practice.

ENVIRONMENTAL PROTECTION

We are also subject to the laws and regulations in connection with environmental
protection as our construction activities involve operation of machineries and disposal of
wastes.

Air Pollution Control Ordinance (Chapter 311 of the Laws of Hong Kong)

The Air Pollution Control Ordinance is the principal legislation in Hong Kong for
controlling emission of air pollutants and noxious odour from construction, industrial and
commercial activities and other polluting sources. Subsidiary regulations of the Air Pollution
Control Ordinance impose control on air pollutant emissions from certain operations through
the issue of licences and permits.

A contractor shall observe and comply with the Air Pollution Control Ordinance and its
subsidiary regulations, including without limitation the Air Pollution Control (Open Burning)
Regulation (Chapter 3110 of the Laws of Hong Kong), the Air Pollution Control
(Construction Dust) Regulation (Chapter 311R of the Laws of Hong Kong) and the Air
Pollution Control (Smoke) Regulations (Chapter 311C of the Laws of Hong Kong). The
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contractor responsible for a construction site shall devise, arrange methods of working and
carrying out the works in such a manner so as to minimise dust impacts on the surrounding
environment, and shall provide experienced personnel with suitable training to ensure that
these methods are implemented. Asbestos control provisions in the Air Pollution Control
Ordinance require that building works involving asbestos must be conducted only by
registered qualified personnel and under the supervision of a registered consultant.

Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation (Chapter
311Z of the Laws of Hong Kong)

Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation provides for
the control of emission from non-road mobile machinery.

According to the Air Pollution Control (Non-road Mobile Machinery) (Emission)
Regulation (the “NRMM Regulation”), non-road mobile machinery, unless approved or
exempted, are required to comply with the prescribed emission standards. All regulated
machines sold or lease for used in Hong Kong must be approved or exempted with a proper
label in a prescribed format issued by the Environmental Protection Department. Starting
from 1 December 2015, only approved or exempted non-road mobile machinery with a
proper label are allowed to be used in specified activities and locations including
construction sites. The Environmental Protection Department may on application, approve a
regulated machine if it is satisfied that the emission from the machine conforms to the
prescribed emission standard.

In addition, the Environmental Protection Department may, on application, exempt a
regulated machine or non-road vehicle from the application of section 4(1), 5(1) or 6(1) of
the NRMM Regulation if it is satisfied that the machine or vehicle is in Hong Kong at any
time on or before 30 November 2015.

According to the NRMM Regulation, unless the machine is approved, a person who
uses or causes to be used a regulated machine in a specified activity commits an offence and
is liable on conviction to a fine of up to HK$200,000.00 and to imprisonment for 6 months.
Any person who uses or causes to be used in a specified activity a regulated machine that is
approved or exempted without ensuring that the label complies with the requirements
specified in Schedule 2 of the NRMM Regulation and is painted or affixed on the machine
and properly maintained in accordance with the requirements specified in Schedule 2 of the
NRMM Regulation or without ensuring that the information set out in the label conforms
with the information provided to the authority in support of the application for the approval
or exemption of the machine commits an offence and is liable on conviction to a fine of up
to HK$50,000 and to imprisonment for 3 months.
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On 8 February 2015, the Development Bureau issued a Technical Circular (Works) No.
1/2015 in relation to the implementation plan to phase out the use of exempted non-road
mobile machineries for four types of non-road mobile machineries, namely generators, air
compressors, excavators and crawler cranes in new capital works contracts of public work
including design and build contracts, with an estimated contract value exceeding HK$200
million as follows:

Phase 1 Phase 2 Phase 3
Tenders to be invited Tenders to be invited Tenders to be invited
from 1 June 2015 to from 1 June 2017 to from
31 May 2017 31 May 2019 1 June 2019 onwards
Generators No exempted NRMM is allowed
Air Compressors No exempted NRMM is allowed
Excavators Exempted NRMM shall Exempted NRMM shall No exempted NRMM is
not exceed 50% of all not exceed 20% of all allowed
units on site units on site
Crawler Cranes Exempted NRMM shall Exempted NRMM shall No exempted NRMM is
not exceed 50% of all not exceed 20% of all allowed
units on site units on site

Note: Notwithstanding the above, exempted NRMM may still be permitted at the discretion of the
Architect/Engineer if there is no feasible alternative.

As at the Latest Practicable Date, our Group has owned two regulated machines (being
a generator and an air compressor) which were exempted with a proper label issued by the
Environmental Protection Department.

Noise Control Ordinance (Chapter 400 of the Laws of Hong Kong)

The Noise Control Ordinance provides statutory controls, among others, to restrict and
reduce the nuisance caused by environmental noise from construction, industrial and
commercial activities.

A contractor shall comply with the Noise Control Ordinance and its subsidiary
regulations in carrying out construction works. For construction activities that are to be
carried out during the restricted hours and for percussive piling during the daytime, not
being a general holiday, construction noise permits are required from the director of the
Environmental Protection Department in advance.

Under the Noise Control Ordinance, construction works that produce noises and the use
of powered mechanical equipment (other than percussive piling) in populated areas are not
allowed between 7:00 p.m. and 7:00 a.m. or at any time on general holidays (including
Sunday), unless prior approval has been granted by the director of the Environmental
Protection Department through the construction noise permit system. The use of certain
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equipment is also subject to restrictions. For instance, hand-held percussive breakers and air
compressors must comply with noise emissions standards and be issued with a noise
emission label from the director of the Environmental Protection Department.

Any person who carries out any construction work except as permitted is liable on first
conviction to a fine of HK$100,000 and on second or subsequent convictions to a fine of
HK$200,000, and in any case to a fine of HK$20,000 for each day during which the offence
continues.

Water Pollution Control Ordinance (Chapter 358 of the Laws of Hong Kong)

The Water Pollution Control Ordinance controls the effluents discharged from all types
of industrial, commercial, institutional and construction activities into public sewers,
rainwater drains, river courses or water bodies. For any industries/trades generating
wastewater discharge (except domestic sewage that is discharged into communal foul sewers
or unpolluted water to storm drains), they are subject to licensing control by the director of
Environmental Protection Department.

All discharges, other than domestic sewage to a foul sewer or unpolluted water to a
storm drain, must be covered by an effluent discharge licence. The licence specifies the
permitted physical, chemical and microbial quality of the effluent and the general guidelines
are that the effluent does not damage sewers or pollute inland or inshore marine waters.

According to the Water Pollution Control Ordinance, unless being licensed under the
Water Pollution Control Ordinance, a person who discharges any waste or polluting matter
into the waters of Hong Kong in a water control zone or discharges any matter, other than
domestic sewage and unpolluted water, into a communal sewer or communal drain in a
water control zone commits an offence and is liable to imprisonment for 6 months and (a)
for a first offence, a fine of HK$200,000; (b) for a second or subsequent offence, a fine of
HK$400,000, and in addition, if the offence is a continuing offence, to a fine of HK$10,000
for each day during which it is proved to the satisfaction of the court that the offence has
continued.

Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong)

The Waste Disposal Ordinance controls and regulates the production, storage, collection
and disposal including treatment, reprocessing and recycling of wastes. At present, livestock
waste and chemical waste are subject to specific controls whilst unlawful deposition of
waste is prohibited. Import and export of waste is generally controlled through a permit
system.

A contractor shall observe and comply with the Waste Disposal Ordinance and its
subsidiary regulations, including without limitation the Waste Disposal (Charges for Disposal
of Construction Waste) Regulation (Chapter 354N of the Laws of Hong Kong), the Waste
Disposal (Chemical Waste) (General) Regulation (Chapter 354C of the Laws of Hong Kong)
and the Waste Disposal (Charges for Disposal of Chemical Waste) Regulation (Chapter 354J
of the Laws of Hong Kong).
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Under the Waste Disposal (Charges for Disposal of Construction Waste) Regulation, a
main contractor who undertakes construction work with a value of HK$1 million or above
will be required to establish a billing account with the Environmental Protection Department
to pay any disposal charges payable in respect of the construction waste generated from
construction work undertaken under that contract, within 21 days after the contract is
awarded.

Under the Waste Disposal Ordinance, a person shall not use, or permit to be used, any
land or premises for the disposal of waste unless he has a licence from the director of
Environmental Protection Department. A person who except under and in accordance with a
permit or authorisation, does, causes or allows another person to do anything for which such
a permit or authorisation is required commits an offence and is liable (a) to a fine of
HK$200,000 and to imprisonment for 6 months for the first offence, (b) to a fine of
HK$500,000 and to imprisonment for 2 years for a second or subsequent offence, and (c) in
addition, if the offence is a continuing offence to a fine of $100,000 for each day during
which it is proved to the satisfaction of the court that the offence has continued.

COMPETITION ORDINANCE

The Competition Ordinance that commenced full operation on 14 December 2015 (i)
prohibits conduct that prevents, restricts or distorts competition in Hong Kong; (ii) prohibits
mergers that substantially lessen competition in Hong Kong; and (iii) provides for incidental
and connected matter.

First Conduct Rule

The “First Conduct Rule” prohibits anti-competitive agreements, practices and
decisions. It provides that an undertaking must not (i) make or give effect to an agreement;
(ii) engage in a concerted practice; or (iii) as a member of an association of undertakings,
make or give effect to a decision of the association, if the object or effect of the agreement,
concerted practice or decision is to prevent, restrict or distort competition in Hong Kong.
Serious anti-competitive conduct includes (i) fixing, maintaining, increasing or controlling
the price for the supply of goods or services; (ii) allocating sales, territories, customers or
markets for the production or supply of goods or services; (iii) fixing, maintaining,
controlling, preventing, limiting or eliminating the production or supply of goods or
services; and (iv) bid-rigging.

Second Conduct Rule

The “Second Conduct Rule” prohibits the abuse of market power. It provides that an
undertaking that has a substantial degree of market power in a market must not abuse such
power by engaging in conduct that has as its object or effect the prevention, restriction or
distortion of competition in Hong Kong. This conduct may in particular, constitute an abuse
of such market power if it involves predatory behavior towards competitors or limiting
production, markets or technical development to the prejudice of consumers. Matters that
may be taken into consideration when determining whether an undertaking has a substantial
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degree of market power in a market include (i) the market share of the undertaking; (ii) the
undertaking’s power to make pricing and other decisions; and (iii) any barriers to entry to
competitors into the relevant market.

The First Conduct Rule and the Second Conduct Rule apply to all sectors of the Hong
Kong economy, including construction industry clients, contractors and subcontractors.
Therefore, our Group is subject to Competition Ordinance generally.

Merger Rule

The “Merger Rule” prohibits anti-competitive mergers and acquisitions. At present, the
Merger Rule only applies to mergers involving carrier licence holders within the meaning of
the Telecommunications Ordinance (Chapter 106 of the Laws of Hong Kong).

Penalty

In the event of contravention of a competition rule, the Competition Tribunal may (i)
on application by the Competition Commission, impose pecuniary penalty of any amount it
considers appropriate subject to a maximum of 10% of the turnover of the undertaking
concerned for each year in which the contravention occurred for each single contravention
(if the contravention occurred in more than three years, 10% of the turnover of the
undertaking for the three years that saw the highest, second highest and third highest
turnover); (ii) on application by the Competition Commission, make an order disqualifying a
person from being a director of a company or from otherwise being concerned in the affairs
of a company; (iii) make orders it considers appropriate, including but not limited to
prohibiting an entity from making or giving effect to an agreement, requiring modification
or termination of an agreement, requiring payment of damages to a person who has suffered
loss or damage as a result of the contravention.

CONTRACTOR LICENSING REGIME AND OPERATION

Geotech Engineering, our principal operating subsidiary, is, among others, an approved
specialist contractor included in the List of Approved Specialist Contractors for Public
Works maintained by the Development Bureau under the categories of “Landslip preventive/
Remedial works to slopes/Retaining walls” (confirmed status) and “Ground investigation
field work” (Group I status). Therefore, we are subject to the following laws and
regulations.

Private sector slope works, foundation works and other general building works projects
in Hong Kong

Private sector slope works, foundation works and other general building works are
projects launched by private developers as well as any other entities not being Government
departments and statutory bodies.

Pursuant to section 9 of the Buildings Ordinance, a contractor who carries out private

sector slope works, foundation works and other general building works is required to register
with the Building Authority as a Registered Specialist Contractor under the sub-register of
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“Site Formation Works” and “Foundation Works” categories, or appoint a Registered
Specialist Contractor under the relevant categories to carry out the specialised works for
him.

A Registered Specialist Contractor appointed to carry out specialised works is required
to, among others, provide continuous supervision to the carrying out of the works in
accordance with his supervision plan and to notify the Building Authority of any
contravention of the regulations that would result from carrying out the works shown in the
plan approved by the Building Authority for the works, in accordance with section 9 of the
Buildings Ordinance.

The requirements mentioned above are the basic requirements for undertaking private
sector slope works, foundation works and other general building works projects. Other
additional requirements on the main contractors or subcontractors may be imposed by the
developers, main contractors, or other entities, as the case may be.

Contractor Licensing Regime

Under the current contractors registration system in Hong Kong, the Building Authority
keeps (a) a register of general building contractors who are qualified to perform the duties
of a general building contractor; (b) a register of specialist contractors who are qualified to
carry out specialised works (such as demolition works, foundation works, ground
investigation works, site formation works and ventilation works) specified in the category in
the sub-register in which they are entered; and (c) a register or provisional register of minor
works contractors who are qualified to carry out minor works (such as alteration and
addition works, repair works, etc.) belonging to the class, type and item specified in the
register in which they are registered.

Subcontractors, including foundation and substructure construction subcontractors, in
Hong Kong may apply for registration under the Subcontractor Registration Scheme
managed by the Construction Industry Council.

Under Section 8B(2) of the Buildings Ordinance, an applicant for registration as a
registered general building contractor or registered specialist contractor must satisfy the
Building Authority on the following aspects:

(a) if it is a corporation, the adequacy of its management structure;

(b) the appropriate experience and qualifications of its personnel;

(c) his/her ability to have access to plants and resources; and

(d) the ability of the person appointed to act for the applicant for the purposes of the

Buildings Ordinance to understand building works and street works through
relevant experience and a general knowledge of the basic statutory requirements.
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In considering each application, the Building Authority is to have regard to the
qualifications, competence and experience of the following key personnel of the applicant:

(a)

(b)

©

a minimum of one person appointed by the applicant to act for the applicant for
the purposes of the Buildings Ordinance, hereinafter referred to as an “Authorised
Signatory”;

for a corporation — a minimum of one director from the board of directors of the
applicant, hereinafter referred to as a “Technical Director” who is authorised by
the board to:

(i) have access to plant and resources;

(i) provide technical and financial support for the execution of building works
and street works; and

(iii) make decisions for the company and supervise the Authorised Signatory and
other personnel;

for the purpose of ensuring that the works are carried out in accordance with the
Buildings Ordinance; and

for a corporation which appoints a director who does not possess the required
qualification or experience as Technical Director to manage the carrying out of
building works and street works — an “Other Officer” authorised by the board of
directors to assist the Technical Director.

Mr. Cheung is appointed as the Authorised Signatory and Mr. Shen Jui Ming is
appointed as the Technical Director to act for the purpose of the Buildings Ordinance for
Geotech Engineering. Mr. Shen obtained a Master of Science in Soil Mechanics from the
Imperial College of Science and Technology (now known as Imperial College London) in
November 1975. Mr. Shen also has over 36 years of experience in the industry including 21
years working for the Hong Kong Government as a Geotechnical Engineer (with his last
position as Chief Geotechnical Engineer prior to his retirement from that position). Mr. Shen
joined our Group in 2001.

In the event that Mr. Cheung and Mr. Shen Jui Ming are otherwise unavailable, we
have the following succession and contingency plan in place:

As at the Latest Practicable Date, Mr. Kung and Ms. Tang, being two of our
executive Directors, each possess the relevant qualifications and experience
meeting the requirements imposed by the Building Authority for the position of
Authorised Signatory and/or Technical Director of Geotech Engineering. For
details of their biography, please refer to the section headed “Directors and senior
management” in this prospectus. We are also able to engage other suitable persons
on the market to serve in such roles.
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e  When necessary, applications will be made to the Buildings Department for Mr.
Kung, Ms. Tang and/or other suitable persons to take up such role as Authorised
Signatory and/or Technical Director of Geotech Engineering.

In addition to the above key personnel, the applicant is also required to demonstrate
that it has employed appropriate qualified staff members to assist the applicant and the
above key personnel to execute, manage and supervise the building works and street works.
For registration as a registered specialist contractor, the applicant must satisfy the Buildings
Department that it has the necessary experience and, where appropriate, professional and
academic qualifications, to undertake work in the specialist category and should also
demonstrate that it has the access to engaging qualified persons to carry out the relevant
specialised duties.

The Buildings Department imposes specific requirements on the directors of a
contractor and the person appointed by the contractor to act for it for the purposes of the
Buildings Ordinance.

Public sector slope works, foundation works and other general building works projects
in Hong Kong

For public sector projects, contractors responsible for LPM and/or land piling works
are, among others, required to be listed under List of Approved Specialist Contractors for
Public Works maintained by the WBDB, and with the Buildings Department as Registered
Specialist Contractors under the sub-register categories of “Foundation Works” and “Site
Formation Works”.

Generally speaking, as long as the principal contractor holds all the required
registrations for the project, the subcontractors are not required to hold the same
registrations as the main contractors in public projects. However, being registered on the
Subcontractor Registration Scheme at the Construction Industry Council is required for
subcontractors to participate in public projects commissioned by certain Government
departments and statutory bodies, including the Airport Authority, Development Bureau and
the Housing Authority.

Pursuant to a technical circular issued by the WBDB (the Environment, Transport and
Works Bureau at the time of issue of the technical circular) on 14 June 2004, all capital
works and maintenance works contracts of the government with tenders to be invited on or
after 15 August 2004 shall require the contractor to employ all subcontractors (whether
nominated, specialist or domestic) that are registered from the respective trades available
under the Primary Register of the Voluntary Subcontractor Registration Scheme introduced
by the Provisional Construction Industry Co-ordination Board whose work was taken over
by the Construction Industry Council in February 2007.

Set out below is a summary of further requirements set out in the Contractor

Management Handbook — Revision B published by the Development Bureau for our major
licences and qualifications required to undertake public sector projects, being for a
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contractor listed under the categories of “Landslip preventive/Remedial works to slopes/
Retaining walls” and “Ground Investigation field works” of the List of Approved Specialist
Contractors for Public Works.

Contractors are required to meet the financial, technical, management, personal and
safety criteria applicable to their appropriate category and group for admission and retention
on the approved lists and for the award of public works contracts. For retention on the List
of Approved Specialist Contractors for Public Works, a contractor should generally possess
at least a positive capital value. In addition, a contractor is required to maintain certain
minimum levels of employed and working capital and annual turnover applicable to the
appropriate category and group. In granting a registration/approval to a contractor, the
WBDB takes into consideration, among others, (i) the contractor’s financial strength; (ii) the
contractor’s technical experience and management capability; (iii) the machinery and
equipment maintained by the contractor; and (iv) the job references from customers.

Pursuant to Technical Circular (Works) No. 10/2004 issued by the ETWB on 25 May
2004, in selective tendering, a tender will not be considered unless the contractor has met
certain qualification requirements, for example, it is on a particular list of approved
contractors and not being suspended from tendering.

Contractors in the list of approved contractors for public works, unless suspended, may
tender for public works contracts in the works categories and groups for which they are
approved, whereas specialist contractors in the List of Approved Specialist Contractors for
Public Works, unless suspended, may tender for public works contracts in the works
categories, classes and groups for which they are approved.

“Landslip preventive/Remedial works to slopes/Retaining walls” category

The scope of work in this category covers landslip preventive works, remedial works or
formation works of slopes and/or retaining walls in areas immediately behind occupied
structures, adjacent to railway lines or major trunk roads. Contractors included in the List of
Approved Specialist Contractors for Public Works for “Landslip preventive/Remedial works
to slopes/Retaining walls” category but have not yet achieved confirmation status are
considered to be probationary contractors.

A probationary contractor may take on not more than 2 government contracts tendered
under the “Landslip preventive/Remedial works to slopes/Retaining walls” category with
total outstanding value of works of not greater than HK$114 million.

For admission and retention as an approved contractor on the List of Approved
Specialist Contractors for Public Works in the category of “Landslip preventive/Remedial
works to slopes/Retaining walls” category, a contractor is required to meet the minimum
financial criteria and other requirements as follows:

1. Minimum employed capital

HK$8,600,000.
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2. Minimum working capital

HK$8,600,000 if no outstanding contracts. If there are outstanding contracts, the
minimum working capital may vary based on the conditions of the contractor such as
its employed or working capital and whether it is Group C contractor on the Approved
Public Works Contractors List. For a contractor that has both employed and working
capital not less than HK$4.2 million respectively such as our Group, such minimum
working capital is the higher of HK$8,600,000 or 10% of the combined annual value of
uncompleted works on outstanding contracts both in the public and private sectors.

3. Minimum technical and management criteria/other requirements

(a) The applicant must be registered in the list of Registered Specialist
Contractor for the sub-register of “Site Formation Works” category of the
Buildings Department.

(b) Either ISO certification or if they do not have suitable works contracts in
hand for certification auditing, a confirmation from a certification body
accredited by the Hong Kong Accreditation Service to issue the certification
or considered to be equivalent by the Development Bureau that a full review
of the quality manual of their Hong Kong office has been carried out in
Hong Kong by the certification body and such Quality Manual has been
confirmed by the certification body as being in conformity with the
requirements of the relevant ISO standard. The scope of certification should
include landslip preventive/remedial works to slopes/retaining walls.

(c) The applicant must achieve the minimum passing scores for the aggregate
mark of the assessment and for individual or combined sections of the
assessment in the following attributes:

i Experience and performance on Government contracts on Roads &
Drainage and/or Site Formation categories (Group B or above) in the
past 3 years.

ii. Experience and performance on landslip preventive, remedial or
formation works of slopes and/or retaining walls in areas immediately
behind occupied structures, adjacent to railway lines or public roads in
the past 3 years.

iii. Experience, availability and organization of managerial, professional,
technical and site safety staff with particular emphasis on landslip
preventive measures type works.

iv. Availability of plant and equipment for LPM type works.

“Ground Investigation field works” category

The scope of work in this category covers ground investigation field work for
Government projects.
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If a contractor is included in “Group I” of the List under this category, it can undertake
contracts/subcontracts of up to HK$2.3 million.

1. Minimum employed capital
HK$570,000.
2. Minimum working capital
HK$570,000.
3. Minimum technical and management criteria/other requirements

(a) The applicant must be able to provide references to ground investigation
works (each of value exceeding HK$0.5 million) carried out by the applicant
for at least 5 projects in Hong Kong in the 3 years preceding the application
and receive no adverse reports, on enquiry by CEDD. These performance
reports must be prepared by at least 3 different engineering consultants who
have supervised the works.

(b) Quality Management System certificates issued under the standards set out in
Contractor Management Handbook - Revision B published by the
Development Bureau.

(c) The applicant must employ sufficient full-time approved personnel who
satisfy the minimum requirements as given in Annex 15 of the Contractor
Management Handbook — Revision B published by the Development Bureau.

(d) The applicant must own at least four rigs in Hong Kong, and all of them
shall be capable of drilling at least 40m through soil or rock. The applicant
must also own equipment capable of obtaining soil and rock samples,
carrying out in-situ tests (including SPT, GCO probing, impression packer,
rising, falling and constant head permeability, packer (water adsorption), and
vane shear) and installing standpipe piezometers. All equipment should be
calibrated and subject to periodic recalibration and maintenance.

Regulatory actions against contractors by the Development Bureau

The Development Bureau may take regulatory actions against contractors in
circumstances including but not limited to failure to submit accounts or meet the financial
criteria within prescribed time, unsatisfactory performance, failure to submit a valid
competitive tender for a period of three years, failure to answer queries or provide
information relevant to the listing status of a contractor on the Approved Public Works
Contractors List and/or the Approved Specialist List within the prescribed time, misconduct
or suspected misconduct, winding up, bankruptcy or other financial problems, poor site
safety record, failure or refusal to implement an accepted tender, poor environmental
performance and court convictions, such as contravention of site safety legislation and the
Employment Ordinance and employment of illegal works.
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For instance, if a qualified contractor is convicted of a series of safety or
environmental offences within a short period of time in a project, or if a fatal construction
accident occurs at a construction site for which the contractor is responsible, the government
may take regulatory actions against the responsible contractor, which include the removal,
suspension (which means a contractor is prohibited from tendering for works of the relevant
category during the suspension period) and downgrading (which includes downgrading or
demoting the contractor’s qualification to a lower status or class in all or any specified
category) of the contractor’s licence, depending on the seriousness of the incident triggering
the regulatory actions. Any contractor convicted of three or more offences under the
Employment Ordinance, in respect of separate incidents in a rolling 12-month period, shall
be compulsorily and automatically suspended from tendering for public works for six
months.

Contractors’ Performance Index System

A Contractors’ Performance Index System was established by then Environment,
Transport and Works Bureau (“ETWB”) of the Government (formerly a policy bureau of the
Government, the duties of which are now taken over by the Environment Bureau, Transport
and Housing Bureau and WBDB following the reorganisation of the Policy Bureau and
Government Secretariat) in 2000 to provide a ready indication of contractors’ performance
standard for reference by the project office and relevant tender board in tender evaluation.

Under the Contractors’ Performance Index System, the performance of a contractor is
represented by a performance rating which is derived from the performance scores given in
all the reports written on the performance of the contractors in Government works contracts
in the preceding 12 3-month reporting periods. The performance score of a contractor’s
performance report is determined by the percentage of the scores attained by the contractor
over the maximum scores in 11 different attributes (where applicable), including but not
limited to workmanship, progress, site safety, environmental pollution control, organisation,
general obligations, industry awareness, resources, design, attendance to emergency and
attitude to claims.

The performance ratings are not publicly viewable. Instead, each contractor on the List
of Approved Specialist Contractors for Public Works will be advised of its performance
rating in the form of a letter by post. The aforesaid letter from WBDB sets out the
maximum, minimum, median and average ratings of contractors rated under each specific
group of the relevant categories during the reporting period. Pursuant to the Technical
Circular (Works) No. 3/2007 issued by the ETWB and No. 3/2007A issued by the
Development Bureau on 12 March 2007 and 28 November 2013 respectively, the
performance rating of a contractor is based on a scale of 0 to 100 and there is no passing
mark defined in the Contractors’ Performance Index System. However, if a contractor’s
current performance rating falls below 40, or if there is an obvious and consistent downward
trend, a closer examination of the contractor’s past performance should be carried out and
full justification must be provided before its tender is recommended for acceptance.
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Pursuant to the Technical Circular (Works) No.4/2014 issued by the Development
Bureau, under the “formula approach”, the tender price and the tenderer’s past performance
are taken into account when evaluating a tender for public works contracts. With respect to
each conforming tender, an overall score will be determined in accordance with a formula
where 60% of the overall score is calculated based on the tender price and 40% of the
overall score is calculated based on the tenderer’s performance rating under the Contractors’
Performance Index System and the tenderer’s safety rating based on its past accident rates
under public works contracts. The tender with the highest overall score is normally
recommended for acceptance, subject to the usual requirement that the relevant Government
department is satisfied that the recommended tenderer is fully capable (including technically,
commercially and financially) of undertaking the contract.

Geotech Engineering’s quarterly performance ratings as appraised by WBDB were
above the industry averages in the recent 15 consecutive quarters up to the second quarter of
2017 (for further details, please refer to the paragraph headed “Business — Awards,
recognitions and performance ratings — Our performance ratings under the Contractors’
Performance Index System” in this prospectus).

Security of Payment Legislation for the Construction Industry

The Government has conducted a public consultation on the proposed security of
payment legislation for the construction industry to promote fair payment and help main
contractors, subcontractors, consultants, sub-consultants and suppliers to receive payment on
time for work done and services provided, so as to improve payment practices and provide
rapid dispute resolution. The Government will proceed with the legislative work with the
aim of introducing the bill to the Legislative Council of Hong Kong in 2017.

According to the results of the public consultation on the proposed SOPL released by
the Legislative Council Panel on Development in April 2016, the following major issues are
with positive support and broad directions:

(a) For the scope of application, SOPL shall (i) apply to all construction works and
consultancy contracts in the public sector entered into by the Government and 31
specified statutory and/or public bodies and corporations; (ii) apply to all
subcontracts at all tiers irrespective of contract value where it applies to the main
contract; and (iii) cover contracts for supply of materials or plant.

(b) For the payment arrangement, (i) parties shall be free to agree when payments can
be claimed and the basis of valuation work or services except that the duration for
payment shall not exceed 60 calendar days for both interim and final payments;
(i1) default payment terms will apply if the parties do not make express provisions
in their contracts; and (iii) paying parties who fail to serve payment response
within 30 calendar days of receipt of a payment claim which they are entitled to
serve shall not be automatically liable to the full amount of the payment claim but
will not be able to raise any set off against amounts properly due against the
payment claim.
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(c) “Pay when paid” type contractual clauses shall be rendered ineffective even when
the reason for non-payment is insolvency higher in the supply chain.

(d) For suspension on non-payment, unpaid parties (i) shall have the right to suspend
or reduce progress of work; (ii) must give written notice of their intention to
suspend to the non-paying parties and take reasonable steps to notify the site
owner; and (iii) shall be entitled to costs and additional time in respect of delay
and disruption arising from the suspension.

(e) For dispute resolution, both parties shall have the right to refer payment-related
disputes to adjudication and the time limit for commencing adjudication shall be
within 28 calendar days of such dispute arises, whereas no time limit shall be
imposed for commencing adjudication for disputes on time for performance or
entitlement to extension of time for performance. The adjudicator shall publish its
decision within 55 working days of appointment and such decision shall be
enforced in the same way as court judgments.

The Government will further consider whether (i) the coverage in the private section
should be limited to contracts for “new buildings” (as defined in the Buildings Ordinance)
with original contract value exceeding HKS$5 million, including extension to repair,
maintenance, alternation and addition works; (ii) SOPL shall cover oral, partly oral and
written contracts; (iii) SOPL shall cover contracts for professional services; (iv) “pay when
paid” clauses should be rendered ineffective in nominated subcontracts; and (v) whether
parties should be entitled to refer disputes on time for performance or entitlement to
extension of time for performance to adjudication.

It is probable that some of our contracts will be caught by the SOPL and where such
contracts are subject to SOPL we will have to ensure that their terms comply with the
legislation in this regard. SOPL is designed to assist contractors throughout the contractual
change to ensure cash-flow and access to a swift dispute resolution process, however, there
are still uncertainties on the final legislative framework to be submitted to the Legislative
Council for consideration and approval. SOPL will ensure we get paid in a timely manner if
it applies.

Compliance with the relevant requirements
Our Directors confirmed that our Group has obtained all material licences, permits and

approvals required for carrying on our business activities during the Track Record Period
and up to the Latest Practicable Date.
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OVERVIEW

The history of our Group can be traced back to 1994 when Geotech Engineering was
incorporated to undertake civil engineering and construction works in Hong Kong. Since
1998, Geotech Engineering has been an approved specialist contractor in the industry. In
August 2000, Geotech Engineering undertook the first slope works contract in Hong Kong.
When Mr. Yau became a shareholder of Geotech Engineering, his subscription of shares was
funded by his own personal funds.

Mr. Cheung is an acquaintance of Mr. Yau and joined Geotech Engineering since May
1997 as a director of Geotech Engineering. In October 2001, Mr. Cheung became the
shareholder and holds 50% interests of Geotech Engineering after the acquisition of shares
from an independent third party and subscription of new shares with his own personal funds.

Mr. Kung and Ms. Tang joined our Group in 2001 and 2005 respectively. Their abilities
and contributions to our Group were recognised by Mr. Yau and Mr. Cheung. With the
invitation by Mr. Yau and Mr. Cheung, in October 2005, Mr. Kung and Ms. Tang became the
shareholders of our Group by incorporation of GeoResources together with Mr. Yau and Mr.
Cheung with their own personal funds. Each of Mr. Yau, Mr. Cheung, Mr. Kung and Ms.
Tang holds 30%, 30%, 20% and 20% interests of GeoResources respectively.

Mr. Yau also acquired Richway in June 2010 and incorporated Yau Wing in January
2011 for the development of our Group, which solely undertook slope works projects from
Geotech Engineering and U-Win. Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang are together
responsible for the management of Richway and Yau Wing since its incorporation
respectively.

Over the past 20 years of experience in civil engineering industry, our Group has
grown from a subcontractor of civil engineering works to specialise as a major contractor of
slope works in Hong Kong. As at the Latest Practicable Date, Geotech Engineering is an
approved specialist contractor included in the List of Approved Specialist Contractors for
Public Works maintained by the Development Bureau under the categories of “Landslip
preventive/remedial works to slopes/retaining walls” (confirmed status) and “Ground
investigation field work™ (Group I status). It is also an approved contractor included in the
List of Approved Contractors for Public Works under the category of “Site formation”
(Group B probationary status). We have received a number of licence and awards
recognitions.

Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang have been acting in concert with each
other in respect of all operational and financial matters and major decisions of the operating
subsidiaries of our Group and have confirmed this arrangement in the Concert Party Deed
(for details, please refer to the section headed ‘“Relationship with the Controlling
Shareholders — Concert Party Deed” in this prospectus). For details of the qualifications and
experience of Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang, please refer to the section
headed “Directors and senior management” in this prospectus.
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BUSINESS DEVELOPMENT AND KEY MILESTONES

The following table summarises key milestones of our Group’s development from
inception to the present scale of operations:

Year

1998

1998

2000

2004

2008

2009

2011

2012

Event

In November 1998, Geotech Engineering was included in the List of Approved
Contractors for Public Works under the category of Group B (probationary) “Site
Formation”.

In November 1998, Geotech Engineering was included in the List of Approved
Suppliers of Materials and Specialist Contractors for Public Works under the
category of probationary “Landslip prevention/remedial works to slopes/retaining
walls”.

In June 2000, Geotech Engineering was registered under the Buildings Ordinance as
a Registered Specialist Contractors under the sub-register of “Site Formation Works”
category.

Geotech Engineering obtained the ISO 9001:2008 certification.

Geotech Engineering was registered under the Buildings Ordinance as a Registered
Specialist Contractors under the sub-register of “Ground Investigation Field Works”
category in July 2004.

In February 2008, Geotech Engineering was awarded the first-runner up in the Best
Landslip Preventive Measures Contractor Competition 2007 under the Landslip
Preventive Mitigation Programme organised by CEDD.

In February 2009, Geotech Engineering was awarded the second-runner up in the
Best Landslip Preventive Measures Contractor Competition 2008 under the Landslip
Preventive Mitigation Programme organised by CEDD.

In January 2011, Geotech Engineering was awarded the second-runner up in the Best
Landslip Preventive Measures Contractor Competition 2010 under the Landslip
Preventive Mitigation Programme organised by CEDD.

In October 2011, Geotech Engineering was included in the List of Approved
Suppliers of Materials and Specialist Contractors for Public Works under the
category of Group I “Ground Investigation Field Work”.

In February 2012, Geotech Engineering was awarded the second-runner up in the

Best Landslip Preventive Measures Contractor Competition 2011 under the Landslip
Preventive Mitigation Programme organised by CEDD.
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Year Event

2013 In February 2013, Geotech Engineering was awarded the second-runner up in the
Best Landslip Preventive Measures Contractor Competition 2012 under the Landslip
Preventive Mitigation Programme organised by CEDD.

2016 In February 2016, Geotech Engineering was awarded the Winner of Best LPM
Contractor Competition 2015 organised by CEDD.

Geotech Engineering obtained the ISO 14001:2004 and OHSAS 18001: 2007
certifications.

2017 In February 2017, Geotech Engineering was awarded the Winner of Best LPM
Contractor Competition 2016 organised by CEDD.

For further details of the awards and recognitions received by our Group, please refer
to the section headed “Business — Awards, recognitions and performance ratings” in this
prospectus.

OUR MAJOR OPERATING SUBSIDIARIES

Our Group consists of our Company, our principal operating subsidiary, Geotech
Engineering and our other operating subsidiaries, namely GeoResources, Richway and Yau
Wing. Set out below is the corporate history of our Company and our subsidiaries.

Geotech Engineering

Geotech Engineering, our principal operating subsidiary, was incorporated as a
company with limited liability in Hong Kong on 19 July 1994 with the issued share capital
of HK$10 divided into 10 shares with nominal value of HK$1.00 each. Geotech Engineering
commenced business in around 1994. At incorporation, Geotech Engineering was owned as
to 40% by Mr. Yau and 60% by two independent third parties. Between 1996 and 2001,
various transfers of shares and allotment of shares of Geotech Engineering took place. In
October 2001, Mr. Cheung became a shareholder of Geotech Engineering through acquisition
from an independent third party and followed by subscription and allotment of new shares of
Geotech Engineering. At that point, the share capital of Geotech Engineering was
HK$10,000,000 divided into 10,000,000 ordinary shares with nominal value of HK$1.00
each, in which 50% shareholdings was owned by Mr. Yau and 50% shareholdings was
owned by Mr. Cheung.

As part of the Reorganisation, on 24 June 2016, Mr. Yau and Mr. Cheung, as vendors,
and Praise Marble, as purchaser, entered into a sale and purchase agreement pursuant to
which Praise Marble acquired 5,000,000 shares and 5,000,000 shares of Geotech
Engineering, representing all its issued shares in aggregate, from Mr. Yau and Mr. Cheung
respectively, at the consideration of HK$80,114,300 (which was determined with reference
to the net assets value of Geotech Engineering as at 30 April 2016). The consideration was
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satisfied by the allotment and issue of 88 new ordinary shares of Praise Marble, credited as
fully paid, to Flourish Team as instructed by Mr. Yau and Mr. Cheung. The entire equity
interest of Geotech Engineering was held by Praise Marble.

The principal business of Geotech Engineering is to undertake slope works as main
contractor.

GeoResources

GeoResources was incorporated by Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang as a
company with limited liability in Hong Kong on 25 October 2005 with the issued share
capital of HK$10,000 divided into 10,000 shares with nominal value of HK$1.00 each. At
incorporation, GeoResources was owned as to 30% by Mr. Cheung, 30% by Mr. Yau, 20%
by Mr. Kung and 20% by Ms. Tang.

As part of the Reorganisation, on 24 June 2016, Mr. Yau, Mr. Cheung, Mr. Kung and
Ms. Tang as vendors, and Praise Marble, as purchaser, entered into a sale and purchase
agreement pursuant to which Praise Marble acquired 3,000 shares, 3,000 shares, 2,000 shares
and 2,000 shares of GeoResources, representing all its issued shares in aggregate, from Mr.
Yau, Mr. Cheung, Mr. Kung and Ms. Tang respectively, at the consideration of
HK$16,382,800 (which was determined with reference to the net assets value of
GeoResources as at 30 April 2016). The consideration was satisfied by the allotment and
issue of eight new ordinary shares of Praise Marble, credited as fully paid, to Flourish Team
as instructed by Mr. Yau, Mr. Cheung and Mr. Kung and two new ordinary shares of Praise
Marble, credited as fully paid, to Double Wink as instructed by Ms. Tang. The entire equity
interest of GeoResources was held by Praise Marble.

The principal business of GeoResources is to undertake design, supply and construction
of flexible barrier and the other slope works.

Richway

Richway was incorporated as a company with limited liability in Hong Kong on 10
May 2010 with the issued share capital of HK$1.00 divided into one share with nominal
value of HK$1.00 and entirely owned by Company Kit Secretarial Services Limited. Mr. Yau
acquired the entire interest of Richway from Company Kit Secretarial Services Limited on 7
June 2010.

As part of the Reorganisation, on 24 June 2016, Mr. Yau as vendor, and Praise Marble,
as purchaser, entered into a sale and purchase agreement pursuant to which Praise Marble
acquired one share of Richway, representing its entire number of issued share and loan owed
by Richway to Mr. Yau from Mr. Yau, at the consideration of HK$257,000. The
consideration was satisfied by the allotment and issue of one new ordinary share of Praise
Marble, credited as fully paid, to Flourish Team as instructed by Mr. Yau. The entire equity
interest of Richway was held by Praise Marble.

The principal business of Richway is to undertake slope works mainly in urban area.
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Yau Wing

Yau Wing was incorporated as a company with limited liability in Hong Kong on 21
January 2011 with the share capital of HK$1.00 divided into one share with nominal value
of HK$1.00. Yau Wing was entirely owned by Mr. Yau.

As part of the Reorganisation, on 24 June 2016, Mr. Yau as vendor, and Praise Marble,
as purchaser, entered into a sale and purchase agreement pursuant to which Praise Marble
acquired one share of Yau Wing, representing its entire number of issued share, from Mr.
Yau, at the consideration of HK$5,618,500 (which was determined with reference to the net
assets value of Yau Wing as at 30 April 2016). The consideration was satisfied by the
allotment and issue of one new ordinary share of Praise Marble, credited as fully paid, to
Flourish Team as instructed by Mr. Yau. The entire equity interest of Yau Wing was held by
Praise Marble.

The principal business of Yau Wing is to undertake slope works mainly in rural area
and open hillsides.

U-Win

U-Win was established as sole proprietorship by Mr. Yau in January 1988. U-Win has
been inactive since October 2015 and its principal business was to undertake slope works
from Geotech Engineering. As part of the Reorganisation, on 29 June 2016, Mr. Yau as
vendor, and Yau Wing, as purchaser, entered into an agreement for the sale and purchase of
business of all the rights, debts, obligations and liabilities (other than any and all litigation
cases) of U-Win to Yau Wing at a consideration of HKS$4,967,000. Accordingly, upon
completion of the aforesaid sale and purchase, the operating results of U-Win have been
consolidated in our Group’s audited combined financial information for the Track Record
Period.

Praise Marble

Praise Marble was incorporated in the BVI as a company with liability limited by
shares on 12 January 2016. Since the date of its incorporation, Praise Marble was authorised
to issue a maximum of 50,000 shares of a single class with a par value of US$1.00 each. On
26 April 2016, an aggregate of 100 ordinary shares of par value US$1.00 each in Praise
Marble were allotted and issued as fully paid as to 98 shares to Flourish Team and two
shares to Double Wink. Since then, Praise Marble is 98% owned by Flourish Team and 2%
owned by Double Wink.

On 15 September 2017, the entire equity interest of Praise Marble was held by our
Company.

Our Company
Our Company was incorporated as an exempted company with limited liability in the

Cayman Islands on 6 June 2016. On 13 June 2016, our Company changed its name from
Geotech Holdings Limited (/& E#EKARAFR) to Geotech Holdings Ltd. (B AR
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2sH]). Please refer to the paragraph headed “A. Further information about our Company — 2.
Changes in share capital of our Company” in Appendix IV to this prospectus for details of
changes in the share capital of our Company.

Upon completion of the Reorganisation, our Company became the holding company of
our Group, details of which are set out in the paragraph headed “Reorganisation” in this
section. The principal business of our Company is investment holding.

DE-REGISTRATION OF JOINT VENTURE
MGE JV

MGE JV, formerly known as Perfect Winning Engineering Limited, was incorporated as
a company with limited liability in Hong Kong on 10 March 2010 with a share capital of
HK$10,000 divided into three shares with nominal value of HK$1.00 each. At incorporation
and up to its dissolution, MGE JV was owned as to approximately 33.33% by Geotech
Engineering and the remaining interests were owned by Maxwell Geosystems Limited and
Engineering Surveys Limited, two independent third parties in equal shares.

MGE JV was dissolved by de-registration under section 751 of the Companies
Ordinance with effect from 15 September 2016. MGE JV was incorporated for a potential
project but was never engaged in any business activity and there is no revenue recorded
since its incorporation.
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GROUP STRUCTURE

The following chart sets out the shareholding and corporate structure of our Group
immediately before the Reorganisation:

‘ 30% ‘ 30% ‘ 20% ‘ 20%
4‘ Mr. Yau ‘ ‘ Mr. Cheung ‘ ‘ Mr. Kung ‘ ‘ Ms. Tang ‘
50% 50%
100% ‘
100% 100%
U_Wlp . Yau Wing Richway Geotech Engineering GeoResources
(Sole Proprietor in .
Hong Kong)oe! (Hong Kong)"er? (Hong Kong)"ere? (Hong Kong)"ere? (Hong Kong)Yere?
33.33%
MGE JV
(Hong Kong)"r?
Notes:

U-Win was established by Mr. Yau as sole proprietorship in January 1988. Pursuant to the agreement
for sale and purchase of business dated 29 June 2016, all the rights, debts, obligations and liabilities
(other than any and all litigation cases) of U-Win were transferred to Yau Wing.

Geotech Engineering is our principal operating subsidiary and its principal business activity is to
undertake slope works as a main contractor. Our other operating subsidiaries are GeoResources,
Richway and Yau Wing. GeoResources’s principal business activity is to undertake design, supply
and construction of flexible barrier and the other slope works. Richway’s principal business activity
is to undertake slope works mainly in urban area. Yau Wing’s principal business activity is to
undertake slope works mainly in rural area and open hillsides.

MGE JV was dissolved by de-registration under section 751 of the Companies Ordinance with effect
from 15 September 2016. Prior to its dissolution, the remaining interest in MGE JV was owned by
Maxwell Geosystems Limited and Engineering Surveys Limited, two independent third parties in
equal shares.
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REORGANISATION

In preparation for the Listing, the companies comprising our Group underwent the
Reorganisation whereby our Company became the ultimate holding company of our Group.
The Reorganisation involves the following major steps:

Incorporation of Flourish Team and Double Wink

Each of Flourish Team and Double Wink was incorporated in the BVI with liability
limited by shares on 10 December 2015 and 12 January 2016 respectively. Since the time of
incorporation, each of Flourish Team and Double Wink is authorised to issue a maximum of
50,000 shares of one class of par value US$1.00 each. On 26 April 2016, Flourish Team
allotted and issued 2,449, 2,449 and 102 ordinary shares, credited as fully-paid, to each of
Mr. Yau, Mr. Cheung and Mr. Kung, respectively for cash consideration. On the same day,
one ordinary share of Double Wink, credited as fully paid, was allotted and issued to Ms.
Tang, for cash consideration.

Incorporation of Praise Marble

Praise Marble was incorporated in the BVI with liability limited by shares on 12
January 2016. Since the time of incorporation, Praise Marble is authorised to issue a
maximum of 50,000 shares of one class of par value US$1.00 each. On 26 April 2016,
Praise Marble allotted and issued 98 and two ordinary shares, credited as fully paid, to each
of Flourish Team and Double Wink, respectively for cash consideration.

Incorporation of our Company

On 6 June 2016, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability. At the time of its incorporation, our Company had an
authorised share capital of HK$100,000.00 divided into 10,000,000 Shares of par value
HK$0.01 each, of which one nil-paid Share was allotted and issued to the initial subscriber,
Reid Services Limited, which was then transferred to Flourish Team on the same day. On 6
June 2016, our Company issued and allotted 97 and two Shares, nil-paid, to each of Flourish
Team and Double Wink respectively.

Acquisition of Geotech Engineering, GeoResources, Richway and Yau Wing by Praise
Marble

On 24 June 2016, Mr. Yau and Mr. Cheung, as vendors, and Praise Marble, as
purchaser entered into a sale and purchase agreement, pursuant to which Praise Marble
acquired 5,000,000 and 5,000,000 ordinary shares of Geotech Engineering from each of Mr.
Yau and Mr. Cheung respectively, representing its entire number of issued shares in
aggregate, at the consideration of HK$80,114,300 (which was determined with reference to
the net assets value of Geotech Engineering as at 30 April 2016), and as settlement of the
consideration, Praise Marble allotted and issued 88 ordinary shares in total, all credited as
fully paid, to Flourish Team (with the instructions from Mr. Yau and Mr. Cheung
respectively). Upon the completion of the above acquisition on 24 June 2016, Geotech
Engineering became a wholly-owned subsidiary of Praise Marble.
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On 24 June 2016, Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang, as vendors, and
Praise Marble, as purchaser, entered into a sale and purchase agreement, pursuant to which
Praise Marble acquired 3,000, 3,000, 2,000 and 2,000 ordinary shares of GeoResources from
each of Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang respectively, representing its entire
number of issued shares in aggregate, at the consideration of HK$16,382,800 (which was
determined with reference to the net assets value of GeoResources as at 30 April 2016), and
as settlement of the consideration, Praise Marble allotted and issued eight ordinary shares,
all credited as fully-paid, to Flourish Team (with the instructions from Mr. Yau, Mr. Cheung
and Mr. Kung respectively) and two ordinary shares, all credited as fully-paid, to Double
Wink (with the instructions from Ms. Tang). Upon the completion of the above acquisition
on 24 June 2016, GeoResources became a wholly-owned subsidiary of Praise Marble.

On 24 June 2016, Mr. Yau, as vendor, and Praise Marble, as purchaser entered into a
sale and purchase agreement, pursuant to which Praise Marble acquired one ordinary share
of Richway (representing its entire number of issued share) and loan owed by Richway to
Mr. Yau from Mr. Yau at the consideration of HK$257,000, and as settlement of the
consideration, Praise Marble allotted and issued one ordinary share, credited as fully-paid, to
Flourish Team (with the instructions from Mr. Yau). Upon the completion of the above
acquisition on 24 June 2016, Richway became a wholly-owned subsidiary of Praise Marble.

On 24 June 2016, Mr. Yau, as vendor, and Praise Marble, as purchaser entered into a
sale and purchase agreement, pursuant to which Praise Marble acquired one ordinary share
of Yau Wing (representing its entire number of issued share) from Mr. Yau at the
consideration of HK$5,618,500 (which was determined with reference to the net assets value
of Yau Wing as at 30 April 2016), and as settlement of the consideration, Praise Marble
allotted and issued 1 ordinary share, credited as fully-paid, to Flourish Team (with the
instructions from Mr. Yau). Upon the completion of the above acquisition on 24 June 2016,
Yau Wing became a wholly-owned subsidiary of Praise Marble.

Transfer of business of U-Win

On 29 June 2016, Mr. Yau as vendor, and Yau Wing, as purchaser, entered into an
agreement for the sale and purchase of business of all the rights, debts, obligations and
liabilities (other than any and all litigation cases) of U-Win to Yau Wing at a consideration
of HK$4,967,000.

Acquisition of Praise Marble by our Company

On 15 September 2017, Flourish Team and Double Wink, as vendors, and our
Company, as purchaser, entered into a sale and purchase agreement, pursuant to which our
Company acquired 196 and four ordinary shares of Praise Marble (representing its entire
issued shares in aggregate), from Flourish Team and Double Wink respectively and in
consideration our Company credited as fully paid at par the (i) 98 nil-paid Shares held by
Flourish Team (including one nil-paid subscriber Share transferred to Flourish Team earlier)
and (ii) two nil-paid Shares held by Double Wink.
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Upon the completion of the above acquisition on 15 September 2017, Praise Marble
became a wholly-owned subsidiary of our Company. The issued share capital of our
Company was held as to 98% and 2% by Flourish Team and Double Wink respectively.

As part of the Share Offer, the Selling Shareholder (i.e. Flourish Team) will offer
100,000,000 Sale Shares for sale under the Share Offer. For details of the sale of the Sale
Shares by the Selling Shareholder, please refer to the section headed “Structure and
conditions of the Share Offer” of this prospectus.

The following chart sets out the shareholding and corporate structure of our Group
immediately after the Reorganisation but before the Share Offer and the Capitalisation Issue:

Mr. Yau Mr. Cheung Mr. Kung Ms. Tang
48.98% 48.98% 2.04%
100%
Y
Flourish Team Double Wink
(BVI) (BVI)
98% 2%
A,
Our Company
(Cayman Islands)
i 100%
Praise Marble
(BVI)
1 100% | 100% 1 100% 1 100%
GeoResources Geotech Engineering Richway Yau Wing
(Hong Kong)®er (Hong Kong)®e (Hong Kong)®er (Hong Kong)®e

Note: Geotech Engineering is our principal operating subsidiary and its principal business activity is to
undertake slope works as a main contractor. Our other operating subsidiaries are GeoResources,
Richway and Yau Wing. GeoResources’s principal business activity is to undertake design, supply
and construction of flexible barrier and the other slope works. Richway’s principal business activity
is to undertake slope works mainly in urban area. Yau Wing’s principal business activity is to
undertake slope works mainly in rural area and open hillsides.
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The following chart sets out the shareholding and corporate structure of our Group
immediately upon completion of the Share Offer and the Capitalisation Issue (assuming the
Over-allotment Option is not exercised and without taking into account the Shares which
may be issued upon the exercise of the options which may be granted under the Share
Option Scheme):

Mr. Yau Mr. Cheung Mr. Kung Ms. Tang
48.98% 48.98% 2.04%
100%
Flourish Team Double Wink
(BVI) (BVI)
73.4% l l 1.6%
75%
A,
0,
Our Company 25% Public
(Cayman Islands) Shareholders
i 100%
Praise Marble
(BVI)
[ 100%
GeoResources Geotech Engineering Richway Yau Wing
(Hong Kong)™o/ (Hong Kong)®™r (Hong Kong)™ (Hong Kong)®™r

Note: Geotech Engineering is our principal operating subsidiary and its principal business activity is to
undertake slope works as a main contractor. Our other operating subsidiaries are GeoResources,
Richway and Yau Wing. GeoResources’s principal business activity is to undertake design, supply
and construction of flexible barrier and the other slope works. Richway’s principal business activity
is to undertake slope works mainly in urban area. Yau Wing’s principal business activity is to
undertake slope works mainly in rural area and open hillsides.
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OVERVIEW

With over 20 years of experience in civil engineering industry, we are a leading slope
works contractor in Hong Kong. We principally undertake slope works as main contractor
and also undertake ground investigation field works as subcontractor. To a lesser extent, we
also undertake slope works as subcontractor and ground investigation field works for road
works contracts and building development projects as main contractor. According to the
Ipsos Report, based on our slope works revenue in 2016 of approximately HK$328.7
million, we (i) ranked first among the slope works contractors in Hong Kong; and (ii)
accounted for a market share of approximately 20.9% of the Hong Kong slope works
industry in 2016. The total revenue of the slope works industry in Hong Kong accounted for
approximately 2.3% of the total revenue of the civil engineering industry in Hong Kong in
2016.

During the Track Record Period, we had undertaken a total of 191 slope works and
ground investigation field works projects, of which 157 projects had been completed. As at
30 April 2017, we had 34 projects in progress with a total outstanding contract sum of
approximately HK$364.2 million and such projects are expected to be completed by 2020.
Subsequent to the Track Record Period and up to the Latest Practicable Date, our Group has
secured three public slope work projects (with total contract sum of over HK$10 million)
with an aggregate total contract sum of approximately HK$183.7 million and such projects
are expected to be completed by 2020. Further details of our projects are set out in the
paragraph headed “Our projects” in this section.

Our customers are primarily Government departments including CEDD, Lands
Department and Highways Department. We also served private customers during the Track
Record Period, which includes (i) a listed company in Hong Kong which operates railway
system and engages in property development, (ii) property owners and developers, and (iii)
professional consultants. During the Track Record Period, all of our revenue was derived in
Hong Kong, of which approximately 91.1%, 93.5%, 91.7% and 92.5% were derived from
public sector projects respectively.

The following table sets forth a breakdown of the number of our projects with revenue
recognised during the Track Record Period by public and private sector projects:

Year ended 31 December Four months ended 30 April
2014 2015 2016 2016 2017
HK$’000 %  HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)

Public sector projects 277997 91.1 366,125 935 316,121  91.7 110,088  93.1 113,671 92.5
Private sector projects 27,265 8.9 25,302 0.5 28,645 8.3 8,117 6.9 9,175 15

305,262 1000 391,427 1000 344,766 100.0 118205 100.0 122,846  100.0

Note:  As certain projects had revenue recognised to our Group throughout the Track Record Period, these
projects are counted in each of the respective financial years period in the above table.
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According to the Ipsos Report, the demand for slope works is expected to increase in
future and the estimated gross output value of slope works industry in Hong Kong will
increase from approximately HK$1,311.8 million in 2017 to approximately HK$1,609.6
million in 2021. For details on the market drivers relating to our Group, please refer to the
paragraph headed “Industry overview — Key drivers of the slope works industry” in this
prospectus. Our revenue for FY2014, FY2015, FY2016 and 4M2017 was approximately
HK$305.3 million, HK$391.4 million, HK$344.8 million and HK$122.8 million respectively.

MARKET AND COMPETITION

The slope works industry in Hong Kong is fairly consolidated with the top five slope
works contractors accounted for approximately 54.9% of the total revenue in the slope works
industry in Hong Kong in 2016. As at 30 April 2017, there were 38 approved contractors
included in the List of Approved Specialist Contractors for Public Works under the category
of “Landslip preventive/remedial works to slopes/retaining walls”, of which 13 were on
probation and 25 (including our Group) had a confirmed status. According to the Ipsos
Report, in 2016, our Group accounted for approximately 20.9% (or approximately HK$328.7
million) of the total revenue in the slope works industry in Hong Kong and ranked first
among the slope works contractors in Hong Kong. The total revenue of the slope works
industry in Hong Kong accounted for approximately 2.3% of the total revenue of the civil
engineering industry in Hong Kong in 2016.

Our Directors consider that technical expertise, quality of work, relationship with
customers, suppliers and subcontractors, project pricing and safety records are the
determinants of competitiveness of a slope works contractor in Hong Kong. Entry barriers to
the slope works industry in Hong Kong are mainly (i) track record, (ii) technical knowledge
and financial and management capability required for admission to the List of Approved
Specialist Contractors for Public Works, and (iii) capital requirement.

According to the Ipsos Report, due to the rolling nature of the Landslip Preventive and
Mitigation Programme and the Government’s continuous effort to ensure public safety,
increasing demand for slope stabilisation and reinforcement at new residential building sites
and increasing demand for slope works from large-scale public infrastructure projects,
coupled with our leading market status, our possession of the requisite licences and
qualifications, experienced project management team and specialist knowledge in the slope
works industry and stable relationship with our key customers, suppliers and subcontractors.
Details of the above are set out in the paragraph headed “Competitive strengths” in this
section. Our Directors believe that our Group is well positioned to capture the growing
demand for slope works services in Hong Kong.

Please refer to the section headed “Industry overview — Competitive landscape and

entry barriers” in this prospectus for further details of the competitive landscape of the slope
works industry in Hong Kong.
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Our competitive advantages

Professional and experienced project management team: We are a main contractor in
the slope works industry, responsible for project management, quality control and
supervision of slope safety and slope works. We are highly experienced and specialised
in the slope works industry in Hong Kong. Our team of experienced project
management and supervision staff also ensures the timely and on-budget completion of
projects, overall quality of works carried out, and compliance with safety standards at
work sites. Our well established track record for slope works, particularly for
Government slope works, puts us in a competitive position to win new slope works
projects in the industry. It is also worth noting that we have developed an extensive
and stable network with subcontractors in Hong Kong, which would have brought our
Company with significant advantages in securing sufficient resources for the processing
and executing large scale slope works projects. In addition, given our good relationship
with players along the supply chain of the slope works industry, we enjoy
distinguishing assets in terms of its capacity of maintaining good relationship with raw
material suppliers and customers.

Favourable position in the Government’s contractor selection mechanism: Our
expertise and experiences in slope works project management in Hong Kong is
reflected in their reputable track record leading to their ability to win large public
contract tenders, and also have consistently high ratings under the ‘Contractor’s
Performance Rating” managed by the Development Bureau. Our Contractor’s
Performance Rating has consistently ranked very close to the maximum points
awarded, and consecutively between third quarter of 2015 to second quarter of 2017,
we have obtained the highest performance rating awarded by the Development Bureau.

To recognise our performance in LPM works, we were awarded ‘Winner’ of the ‘Best
LPM Contractor Competition’ in 2015 and 2016 by CEDD’s Geotechnical Engineering
Office on 22 February 2016 and 20 February 2017 respectively. In addition, we have
also won numerous awards for its safety performance in projects contracted by
Government departments and a listed company in Hong Kong which operates a railway
system and engages in property management. We have maintained outstanding
performance in delivering public sector contracts, which is an advantage to win large
public and private contracts due to the Government’s recognition of our capability and
other aspects of competency.

Stable sources of revenue: As the dominant proportion of our revenues are from
Government/public contracts, compared to industry peers that rely higher proportion
from private contracts, the company is more capable of keeping stable cash flow due to
the clear payment terms stipulated in government contracts. In addition, Government
contracts usually also provide risk sharing mechanisms that can help shelving some
unforeseeable market risks such as sudden surge of raw material prices from us.

Good reputation in the slope works industry: Given our history, experiences and
specialisation in slope works in Hong Kong, we have built up a high reputation for its
track records in delivering projects on time and in high quality. Our track record in
keeping site safety has also added our advantage in bidding for private sector works.
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e  Established network to quality subcontractors and labour pool: Having established
relationships with suppliers are essential to contractors in the slope works industry in
Hong Kong. Our Group, as the market leader, has an extensive network and established
relationships with quality subcontractors and labour pool that enhances our capacity in
carrying more projects with different and specific work skills required. These
competitive advantages also allows us to have a flexible labour management system in
addition to ensuring smooth and timely completion of works, of which are considered
important factors of competition in the slope works industry in Hong Kong.

COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and
differentiate us from our competitors:

Leading market position in the slope works industry in Hong Kong with prominent
market share and performance ratings

We are the market leader in the slope works industry in Hong Kong. According to the
Ipsos Report, we ranked first among the slope works contractors in Hong Kong with a market
share of approximately 20.9% in terms of the total revenue of the slope works industry in
Hong Kong in 2016. We have been operating in the slope works industry in Hong Kong since
2000. We have since then established ourselves as a dedicated contractor in the slope works
industry consistently achieving customer satisfaction and quality of work which in turn
increase our opportunities of winning new projects from customers.

Over the years, we have continuously strengthened our capability to capture business
opportunities through expanding our project portfolio and building up our professional
qualifications by obtaining various registrations and certifications from relevant government
bodies/public organisations. Geotech Engineering, our principal operating subsidiary, is an
approved specialist contractor included in the List of Approved Specialist Contractors for
Public Works maintained by the Development Bureau under the categories of “Landslip
preventive/remedial works to slopes/retaining walls” (confirmed status) and “Ground
investigation field work™ (Group I status). It is also an approved contractor included in the
List of Approved Contractors for Public Works under the category of “Site formation”
(Group B probationary status). We are also registered as specialist contractor in the
categories of site formation works and ground investigation field works with the Building
Authority.

Furthermore, our quarterly performance ratings under the category of “Landslip
preventive/remedial works to slopes/retaining walls” as appraised by the Development
Bureau were consistently above the corresponding average ratings and median ratings for the
last seven consecutive quarters up to the second quarter of 2015 and our Group achieved
maximum ratings among all contractors being rated consecutively between the third quarter
of 2015 to the second quarter of 2017. For details in relation to our performance ratings,
please refer to the paragraph headed ‘“Awards, recognitions and performance ratings — Our
performance ratings under the Contractors’ Performance Index System” in this section.
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Our Directors consider that our outstanding performance ratings and our leading market
position in the slope works industry in Hong Kong allows our Group to gain trust of our
existing customers and give us a competitive edge when tendering for public works contracts
which are crucial to our business operations and future business development.

Stable relationship with our major customers and suppliers

We have established stable business relationship with our major customers who are
mostly Government departments including CEDD, Lands Department and Highways
Department. Among our five largest customers (in terms of revenue) during the Track
Record Period, we have been providing services to them for a period ranging from one year
to 17 years. Besides, we have established stable business relationship with our five largest
suppliers (in terms of total purchases) for a period ranging from two years to 11 years. Our
Directors consider that our long-term business relationships with our major customers and
suppliers would further enhance our market recognition and enable us to attract more
potential business opportunities.

Experienced management team and design capability

Our management team has extensive industry knowledge and project management
experience in slope works projects. Mr. Yau and Mr. Cheung, who are our executive
Directors and our Controlling Shareholders, have over 25 years and 37 years of experience
respectively, in the construction industry in Hong Kong. Mr. Kung, our executive Director
and our chief executive officer, has over 16 years of experience in project management in
geotechnical engineering of both public and private sector projects. Ms. Tang, our executive
Director, has over 11 years of experience in project management and business development
in slope works projects.

Our management’s expertise is further strengthened by our collaboration with Mr.
Wong Hong Yau, our Geotechnical Consultant, and Mr. Shen Jui Ming, the Technical
Director of Geotech Engineering. Mr. Wong and Mr. Shen, who are renowned specialists in
geotechnical engineering, have shared their invaluable insights with our management team in
geotechnical research studies which enable our Group to keep abreast of the knowledge
development in slope works industry in Hong Kong. In particular, Mr. Wong has over 46
years of experience in geotechnical engineering and is a renowned expert in this area. He
graduated in The University of Hong Kong with a Bachelor of Science in Engineering (Civil
and Structural) (Ist class honours) in 1964 and a Master in Engineering (Soil mechanics and
Foundation engineering) in 1966. In 1973, he completed his PhD in McGill University in
Canada. Mr. Wong has worked in numerous senior management and/or consulting positions
for civil and geotechnical engineering projects in various companies and government
departments. He also has many technical publications related to geotechnical engineering
since 1972. Mr. Wong has joined Geotech Engineering as our Geotechnical Consultant since
March 2003. He has provided our Group with valuable advice in civil and geotechnical
engineering projects and various specialised projects including but not limited to laboratory
testing, foundation and retaining structure design. Mr. Wong provides advices and assistance
to us on project basis. He also provides lectures and internal training to our staff to enhance
knowledge in geotechnical engineering.
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The qualifications and experience of our management team and consultants facilitate
the formulation of competitive tenders, which are essential in securing new business
opportunities, and in carrying out efficient and timely execution and management of our
projects. For details of the qualification and experience of our executive Directors, please
refer to the section headed “Directors and senior management” in this prospectus.

We also pride ourselves on our design capability. For certain slope works contracts, we
undertake foundation designs of flexible barrier system which is used to prevent rock fall
and debris flow with reference to the requirements in the drawings provided by the
customer. As at the Latest Practicable Date, our Group has a team of four professional
design staff capable of preparing foundation designs of flexible barrier systems that suit the
conditions and limitations of different sites and requirements from our customers. Our
Directors believe that our design capability differentiates us from our competitors and also
offers higher profit margin in our slope work projects.

Our Directors believe that the combination of our management team’s expertise and
industry knowledge and our design capability have been and will continue to be our Group’s
valuable assets and strive our Group towards greater success.

Our commitment to maintaining safety standard, quality control and environmental
protection

We place considerable emphasis to maintain safety standard and quality control as they
can directly affect our reputation, our service quality and our profitability. They are also
among our customers’ key assessment criteria in selecting slope works service providers.
Our management system was certified to be in accordance with the standard required under
ISO 9001:2008 (quality management), ISO 14001:2004 (environmental management) and
OHSAS 18001:2007 (occupational health and safety management). In addition, our efforts in
upkeeping a safe working environment is well-recognised as demonstrated by various awards
we have received for our quality and safety and environmental compliance management over
the years. Please refer to the paragraph headed “Awards, recognitions and performance
ratings” in this section for further details of our awards, certifications and recognitions. Our
Directors believe that our effective occupational health, safety and environment management
systems as well as good compliance track record would help to reduce our exposure to these
claims and improve our overall service quality and profitability.

BUSINESS STRATEGIES

Our principal business objective is to further solidify our market position as the market
leader in the slope works industry in Hong Kong and to create long-term Shareholder’s
value. We intend to achieve our business objective by pursuing the following key strategies:

Adherence to prudent working capital management to ensure capital sufficiency and
compete for more slope works contracts

To tender for Government contracts as main contractor, as required by the Development

Bureau in relation to our retention on the List of Approved Specialist Contractors for Public
Works in the category of “Landslip preventive/remedial works to slopes/retaining walls”, we
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are required to maintain a minimum level of working capital, i.e. 10% of the combined
annual value of uncompleted works on outstanding contracts both in the public and private
sectors (the “Specific Working Capital Requirement”). If we are to expand our business
scale and tender for more contracts going forward, we must continue to increase our
available financial resources in order to satisfy the Specific Working Capital Requirement
imposed by the Development Bureau in relation to our retention on the List of Approved
Specialist Contractors for Public Works taking into account our outstanding workload from
time to time and availability of contracts available for tender. Please refer to the paragraph
headed “Operation flow — Tender phase — Financial requirement for tendering Government
contracts” in this section for details of the working capital requirement for tendering
Government contracts. Our Directors expect that the net proceeds from the Share Offer of
approximately HK$38.1 million will be used for satisfying the statutory working capital
requirement in view of our plan to tender for additional contracts with an aggregate contract
sum of approximately HK$381.0 million. Our working capital level under the Specific
Working Capital Requirement for tender will vary from time to time based on the combined
annual value of uncompleted works on outstanding contracts, the available financial
resources including the unutilised banking facilities and our ongoing operation and business
strategies.

Our Directors consider that our current cash and bank balances at approximately
HK$36.3 million as at 30 April 2017 may only be sufficient to support our Group’s existing
operations given our expected cash outflow as at 30 April 2017 relating to our trade and
other payables as at 30 April 2017 of approximately HK$30.0 million to be settled within 60
days. We will utilise such financial resources to finance our existing working capital
requirement.

Our Directors expect that, taking into consideration the net proceeds from the Share
Offer of approximately HK$38.1 million which will be used for satisfying the Specific
Working Capital Requirement for tender, our Group may undertake additional new tender
contracts with an aggregate contract sum of approximately HK$381.0 million for the year
ending 31 December 2018 (i.e. a level of working capital of HK$38.1 million is needed for
the 12 months ending 31 December 2018) under the Specific Working Capital Requirement
for tender. According to Ipsos Report, underpinned by the Government’s stable spending on
slope safety work, the share of slope works in total civil engineering output in Hong Kong
is likely to remain stable. It is estimated that the gross output value of slope works industry
in Hong Kong for the year ending 31 December 2019 is approximately HK$1,499 million. In
order to maintain the same market share i.e. approximately 20.9% (in terms of the total
revenue of the slope works industry in Hong Kong in 2016) as the market leader in the
slope works industry in Hong Kong, we plan to tender for contracts with an aggregate
contract sum of approximately HK$328.0 million and accordingly approximately HK$32.8
million needs to be reserved to satisfy the Specific Working Capital Requirement. Our
Directors consider that it is necessary and expedient to provide a leeway of approximately
HK$5.3 million to satisfy any additional Specific Working Capital Requirement as may be
required to capture any tender opportunities emerging from the third runway project of the
Hong Kong International Airport or other large-scale public infrastructure projects with an
aggregate contract sum of not exceeding HK$53.0 million. Hence, our Company plans to use
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HK$38.1 million or 60.6% of the net proceeds from the Share Offer for the sole purpose of
satisfying the Specific Working Capital Requirements associated with tendering for
additional contracts with an aggregate contract sum of approximately HK$381.0 million.

The above estimated additional contracts sum of approximately HK$381.0 million as at
30 April 2017 will be adjusted from time to time based on the combined annual value of
uncompleted works on outstanding contracts, our Group’s available financial resources
including the unutilised banking facilities and our ongoing operation and business strategies.

For further details on the working capital management and the use of proceeds from
the Share Offer, please refer to the paragraph headed “Operation flow — Tender phase —
Financial requirement for tendering Government contracts” in this section and the section
headed “Future plans and use of proceeds” in this prospectus.

When determining the new contracts to be undertaken by our Group, our Directors
have considered and will continue to consider the followings:

(i) the total contract sum awarded during the Track Record Period. Please refer to the
paragraph headed “Contract sum” in this section for further details;

(i) the number of contracts available for tendering by the Government departments,
the demand and trend of the industry including the estimated gross output value
of slope works projects and the public expenditure of civil engineering industry in
Hong Kong;

(iii) our Contractor’s Performance Rating which consistently ranked very close to the
maximum points awarded, and between the third quarter of 2015 to the second
quarter of 2017 has consecutively been the highest performance rating awarded by
the Development Bureau;

(iv) from 1 January 2017 to the Latest Practicable Date, our Group has secured 19
slope work projects of a total contract sum of about HK$331.1 million and seven
ground investigation projects of a total contract sum of about HK$2.5 million; and

(v) as at the Latest Practicable Date, we have tendered for 42 projects undertaking
both slope works and ground investigation field works in public and private
sectors of a total contract sum of approximately HK$1,258.6 million. The status
of award is still pending and these projects potentially form part of our project
contracts and record revenue for the next two financial years. However, there is
no assurance that our Group will succeed in these tenders as stated in the section
headed “Risk factors” of this prospectus.

In view of our competitive advantages, our Directors believe that we will be awarded
additional contracts taking account of the following factors:

(i) according to the Ipsos Report, the estimated total output value of the slope works

in Hong Kong will likely increase from about HK$1,311.8 million in 2017 to
about HK$1,609.6 million in 2021, representing a CAGR of about 5.2%;
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(i1) our Group ranked first among the slope works contractors in Hong Kong with a
market share of approximately 20.9% in terms of the total revenue of the slope
works industry in Hong Kong in 2016 according to the Ipsos Report;

(iii)) with the net proceeds from the Share Offer, the working capital level of our
Group will be substantially increased and therefore, our Group can fulfil the
working capital requirement for those Government tender with larger contract
sum;

(iv) with the Listing status, our Group can attract those reputable and large-scale main
contractors to establish the business collaboration by way of forming a joint
venture with a view to tendering for those complex and mega-sized Government
contracts which involve various works category and require various licences; and

(v) our Group will continue to actively submit Government tenders from time to time
and in particular, as part of our corporate strategies, compete for contracts of
larger contract sum if that is commercially viable.

Given the above, our Directors expect our Group may undertake additional new
contracts with a total contract sum of approximately HK$381.0 million for the next 12
months, which will partially be financed by the net proceeds from the Share Offer.

In view of the above, our Directors consider that prudent working capital management
coupled with the net proceeds from the Share Offer is necessary to finance our working
capital needs for the future growth and expansion of our Group.

Continue to strengthen our manpower and upgrade our site facilities and equipment

We consider that a strong project management team equipped with extensive knowledge
and experience in the slope works industry is crucial to our continuing success. As a main
contractor, our project management and supervision team is instrumental to complete the
projects to the satisfaction of our customers. To this end, we intend to strengthen our project
management capability and manpower by recruiting additional project supervision staff and
site staff (including project manager, surveyor, site engineer, foreman, safety officers, safety
supervisors, labour officers, site clerk and other site staff). In order to cope with our
business development and cater for the growing demand for slope works projects, we intend
to purchase a 30-ton crane lorry for replacement, upgrade our surveying equipment and
purchase other site facilities and equipment required for our operation, which to be financed
by the net proceed of the Share Offer. In addition, we will also provide more training to our
existing and newly recruited staff on slope works operation, occupational health and safety
and environmental protection to be conducted either through internal training or by external
training instructions. We may also finance our recruitment of additional staff and purchase
of site facilities and equipment by our own internal resources. Our Directors consider that
our expansion scale in both manpower and machinery and equipment are of a level
comparable with our Group’s historical business strategy.
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Continue to increase our operational efficiency and enhance our quality of service

With our continuous growth in business scale and scope, we will continue to enhance
our operational efficiency and cost control by following the control procedures relating to
engagement and supervision of our subcontractors over material procurement, which allow
us to maintain a stringent standard in the selection of approved suppliers and approved
subcontractors. Besides, we will further enhance our competitiveness by further enhancing
our quality of services, tighten our controls over quality safety and environmental
compliance and provide quality customer service for our expanded customer base, and
continuously providing training to our staff in respect of, among other things, workplace
safety, operational skills and management and supervisory skills over our subcontractors so
as to raise our standard and quality of service. Furthermore, we plan to upgrade our
information technology and management systems which will enable us to analyse
information and records of our financial, human resources, sales and customer relationship
management and enhance our operational efficiency.

Our Directors believe that by implementing the strategies as mentioned above, we will
be able to (i) efficiently manage our projects on hand and newly awarded projects; (ii)
participate in more slope works projects; and (iii) have additional manpower to further
strengthen our workforce and quality of our service which is of utmost importance to our
Group’s competiveness and ongoing business development. Leveraging our proven track
record, our reputation, solid experience in slope works projects over the Track Record
Period and our prudent financial management, our Directors are of the view that we are well
positioned to capture the business opportunities for slope works projects in the future.

As at the Latest Practicable Date, we have not identified any target for acquisition and
do not have any acquisition plan.

For further details on the implementation of the abovementioned business strategies,
please refer to the section headed “Future plans and use of proceeds” in this prospectus.
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OUR BUSINESS MODEL

We are a contractor of slope works projects through Geotech Engineering, our principal
operating subsidiary. Our role as main contractor includes overall project management and
supervision of works conducted by our subcontractors to ensure that we conform to the
requirements of our customers, depending on our customers’ requirements, project nature,
our assessment on profitability, project pipeline and availability of internal resources. In
addition, we have also acted as subcontractor through our subsidiaries, namely,
GeoResources, Richway and Yau Wing. Specifically, our subsidiaries are established to
undertake different nature of slope works: (i) GeoResources principally undertakes design,
supply and construction of flexible barrier and other slope works; (ii) Richway principally
undertakes slope works in urban area; and (iii) Yau Wing principally undertakes slope works
in rural area and open hillsides. Apart from slope works, we also undertake ground
investigation field works as subcontractor for road work contracts and building development
contracts managed by other main contractors. Revenue from ground investigation field works
was less significant to our business and only represented approximately 5.6%, 3.8%, 4.7%
and 24.8% of our total revenue for FY2014, FY2015, FY2016 and 4M2017 respectively. The
following table sets out our revenue breakdown by the type of our works undertaken during
the Track Record Period:

Year ended 31 December Four months ended 30 April
2014 2015 2016 2016 2017
HKS$'000 %  HK$'000 %  HK$'000 %  HKS$'000 %  HK$’000 %
(unaudited)
Slope works 288,045 944 376422 962 328,663 953 116403 985 92,403 752
Ground investigation
field works 17217 5.6 15,005 3.8 16,103 47 1,802 1.5 30443 248

305,262 1000 391,427 1000 344,766 100.0 118,205 100.0 122,846  100.0

Slope works

Slope works refer to landslip preventive and remedial works for improving or
maintaining the stability of slopes and/or retaining walls. A large part of our slope works
was generated from contracts with the Government that we obtained through competitive
tendering. We have undertaken a number of public sector projects as the main contractor for
the provision of slope works services awarded by CEDD under Landslip Prevention and
Mitigation Programme, details of which are set out in the paragraph headed ‘“Market and
competition” in this section. We also provided slope works services to private sector
customers given the proximity of their premises to slopes in need of remedial works.
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During the Track Record Period, our slope works included (i) drilling and installation
of soil nails; (ii) construction of retaining walls and debris flow protection rigid barriers;
(iii) design and construction of flexible barriers; (iv) construction of gabion walls; (v)
installation of erosion control mat and wire mesh; (vi) installation of ranking drain; and (vii)
construction of concrete maintenance stairway.

Construction of retaining walls and debris
flow protection rigid barriers

Installation of soil nails, erosion control mat  Design and construction of flexible barriers

and wire mesh, maintenance stairway

- 122 -



BUSINESS

Ground investigation field works

Our ground investigation field works are generated from contracts that we obtained
through competitive tendering. Our ground investigation field works, from public or private
projects, where we usually undertake ground investigation field works as a subcontractor for
large-scale road works contracts and building development contracts managed by other main
contractors. To a lesser extent, we also undertake ground investigation field work as a main
contractor. During the Track Record Period, our principal types of ground investigation field
works included (i) ground investigation and geological field works; (ii) instrumentation
design, supply and monitoring; and (iii) installation of geotechnical and structural
instrumentation.

In view of the recent development of marine construction projects and marine works
associated with the third runway project of the Hong Kong International Airport, demand for
marine ground investigation field works has been driven up. In October 2016, we entered
into an agreement with a main contractor, an independent third party, to carry out marine
ground investigation field works as a subcontractor for the following reasons:

(i) we are a registered specialist contractor in the ground investigation field works
category with the Buildings Department since July 2004 and an approved
contractor for ground investigation field works (Group I status) admitted by
WBDB since October 2011. For over a decade, ground investigation field works
have represented one of our core strengths and expertise;

(i1) during the three years ended 31 December 2016, we were responsible as a
subcontractor for some of our ground investigation field works projects. Our role
as a subcontractor in the third runway project is consistent with our past practice;

(iii) it is invariably our business strategy to pursue business opportunities and compete
for profitable projects for which we have the requisite licences, qualifications,
operational experience and knowledge;

(iv) although the revenue attributable to ground investigation field works during the
three years ended 31 December 2016, which accounted for only approximately
3.8% to 5.6%, was not significant, from time to time, we undertake ground
investigation field works as an integral process in preparation for our slope works
projects given that the results and data generated from ground investigation field
works are essential to assist our customers and their designers to verify design
assumptions for our slope works projects in accordance with our customers’
technical specifications; and

(v) our Directors consider that it is in the interest of our Group to capture the
business opportunities emerging from the industry trend and enhance our
corporate profile by participating in the third runway project as a subcontractor of
the ground investigation field works. Leveraging on our years of experience in
ground investigation field works in our day-to-day operations, we have developed
sufficient experience, knowledge and manpower resources to undertake ground
investigation field works of higher contract sum and larger operational scale.
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Hence, our Directors consider that as driven by the third runway project of the
Hong Kong International Airport, we are well-positioned to compete for our
participation in the marine ground investigation field works represented a logical
step of our business development and there is no material change in our business
strategies that would impact on our operational and financial performance going
forward.

Ground investigation and geological field works

LICENCES AND PERMITS

As confirmed by our Directors, our Group has obtained all material licences, permits
and approvals required for carrying on our business activities during the Track Record
Period and up to the Latest Practicable Date. Contractors qualified or licensed by the
relevant authorities are subject to a regulatory regime which is put in place to ensure that
quality standards, financial capability, expertise, management, environmental and safety are
complied with contract or statutory requirements by the contractors in carrying out their
works in both public and private sectors. Details of the above are set forth under the section
headed “Regulatory overview” in this prospectus.

As at the Latest Practicable Date, the following table sets out our major qualifications
and licences held by our Group:

Relevant Government Authorised
departments or public Registration and Date of first contract
organisations Holder qualification Category registration Expiry date value
WBDB Geotech List of Approved  Landslip preventive/Remedial 11 November — (Notes 1..2) N/A
Engineering Specialist works to slopes/Retaining 1998
Contractors for walls (Confirmed status)

Public Works

WBDB Geotech List of Approved  Site formation (Group B 11 November ~ — (Neres 1 2.3) up to
Engineering Contractors for (probationary status)) 1998 HK$300

Public Works million

WBDB Geotech List of Approved ~ Ground investigation field 4 October — (Notes 1..2) up to
Engineering Specialist work (Group I) 2011 HK$2.3

Contractors for million

Public Works
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Relevant Government Authorised
departments or public Registration and Date of first contract
organisations Holder qualification Category registration Expiry date value
Building Authority Geotech Registered Site formation works 28 June 2000 30 March N/A
Engineering Specialist 2018
Contractor
Building Authority Geotech Registered Ground investigation field 22 July 2004 24 June 2019 N/A
Engineering Specialist works
Contractor
Construction Industry Geotech Registered General civil works with 14 December 13 December N/A
Council Engineering Subcontractor specialties in (i) road 2004 2018

drainage and sewer; (ii)
geotechnical works; and
(iii) ground investigation

Construction Industry GeoResources Registered General civil works with 24 November 22 November N/A
Council Subcontractor specialty in geotechnical 2010 2018
works
Construction Industry Richway Registered Scaffolding with specialty in 29 October 28 October N/A
Council Subcontractor metal scaffolding, and 2014 2018

general civil works with
specialty in geotechnical

works
Construction Industry Yau Wing Registered General civil works with 22 October 21 October N/A
Council Subcontractor specialty in geotechnical 2015 2017
works
Notes:
1. “~” denotes not subject to any periodic renewal condition.
2. Contractors are required to meet certain criteria for retention of the qualification. Please refer to the section

headed “Regulatory overview — Contractor licensing regime and operation” in this prospectus for the
retention requirement.

3. A probationary contractor may apply for “confirmed” status after the satisfactory completion of works
appropriate to its probationary status. To be promoted and retained as an approved contractor with a
confirmed status, our Group must meet the relevant requirements. Further details are set out in the section
headed “Regulatory overview — Contractor licensing regime and operation” in this prospectus.

We maintain compliance with the respective licences, permits, registrations, and
relevant regulatory requirements in respect of safety and environmental protection. Our
Group will renew all necessary licences or qualifications before their respective expiry date.
We have not experienced any refusal of renewal of the relevant licences or qualifications
necessary for our daily operations or any non-compliance with relevant laws and regulations
of Hong Kong which caused material disruption to our operations during the Track Record
Period and up to the Latest Practicable Date. As advised by our legal advisers as to Hong
Kong law, we do not expect any difficulty or legal impediment in obtaining the renewed
licences or qualifications.
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Our Directors confirmed that during the Track Record Period and up to the Latest
Practicable Date, we have not been subject to any regulatory action from the Development
Bureau and we did not have any historical incidents of non-satisfaction of the requirements
for retention on the List of Approved Specialist Contractors for Public Works under the three
categories in which Geotech Engineering is currently included.

OUR PROJECTS

The following table sets out an analysis of our projects based on their respective
revenue recognised and number of projects during the Track Record Period:

Year ended 31 December Four months ended 30 April
2014 2015 2016 2016 2017
Number Number Number Number Number
Project revenue of of of of of
recognised Revenue projects  Revenue projects  Revenue projects  Revenue projects  Revenue projects
HK$'000 % HK$'000 % HK$'000 % HK$'000 % HKS$'000 %
(unaudited)
Over HKS$10
million 206,000 675 9 323954 828 10 260,665  75.6 9 68,755 582 4 63476 517 4

HKS1 million to

HKS$10 million 84,816 278 24 51,320 13.1 19 70,773 205 20 44,610 377 10 50,152 408 14
Below HKS$1
million 14,446 4.7 51 16,153 4.1 55 13,328 39 56 4,840 4.1 15 9,218 1.5 28
Total 305,262 100.0 84 391427 100.0 84 344766  100.0 85 118,205 100.0 29 122,846 100.0 46
— — — —

Note: As certain projects have revenue contribution to our Group throughout the Track Record Period, these
projects are counted in respective financial years/periods in the above table.
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Summary of major projects during the Track Record Period

The following table sets out the summary of our major projects during the Track
Record Period:

Accumulated
revenue Outstanding
recognised contract  Status as at
Total ~ prior to the sumas at  the Latest
contract Track Revenue Revenue Revenue Revenue 30 April  Practicable
sum Record  recognised  recognised  recognised  recognised 2017 Date
Project (Note 1) Period  for FY2014  for FY2015  for FY2016  for 4M2017 (Note 2) (Note 3)
HKS$’000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(unaudited)
Project 1 117,063 - 29,487 33,537 44,679 5,685 3,675 Completed
Project 2 78,184 3,480 27,508 35,854 10,795 547 - Completed
Project 3 61,194 13,555 25,302 20,157 1,778 402 - Completed
Project 4 72,692 46,107 24,132 2254 33 166 - Completed
Project 5 76,064 - 21,766 26,194 19,943 4,661 3500 Completed
Project 6 54,569 6,071 20,085 20,064 7,168 1,181 - Completed
Project 7 78,498 1,841 19,772 34,289 18,131 2,665 1,800 Ongoing
Project § 178,937 - 19,525 04,765 11,175 16,425 7,047 Ongoing
Project 9 61,380 1,250 18,423 32,947 8,197 563 - Completed
Project 10 79,445 - 1,857 31,242 32,464 6,081 1,801 Completed
Project 11 91,212 - 7,603 24,905 34,668 12,148 11,828 Ongoing
Project 12 27,000 - - 1,629 16,792 3426 5,153 Ongoing
Project 13 100,273 - - - 12,018 9,924 78,331 Ongoing
Project 14 28,465 - - - 4,147 24,318 - Completed
Project 15 69,200 - - - 9,917 10,585 48,698 Ongoing
Project 16 25,189 - - - 365 4,987 19,837 Ongoing
Subtotal 221,520 327837 292,270 103,764 181,670
% to the total revenue/outstanding contract
sum for the year/period 72.6% 83.8% 84.8% 84.5% 49.9%
Other projects 83,742 63,590 52,496 19,082 182,545
% to the total revenue/outstanding contract
sum for the year/period 27.4% 16.2% 15.2% 15.5% 50.1%
Total for the year/period 305,262 391,427 344,766 122,846 364,215
Notes:
1. The total contract sum of the completed projects represent the final contract sum. In respect of the

ongoing projects, the total contract sum is based on (i) the initial agreement between our customer
and us and may not include additions, modifications due to subsequent variation orders; and (ii) our
management’s best estimation, from time to time, taking into account factors including subsequent
variation orders, the expected completion date and the actual work schedule.

2. Outstanding contract sum as at 30 April 2017 equals the amount of total contract sum after deducting
the accumulated revenue recognised up to 30 April 2017.

3. Project described as “completed” means that the relevant project has achieved practical completion.

4. The figures and percentages above may not add up to the total due to rounding.
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Top projects during the Track Record Period

The following table sets out the details of our top projects (with revenue contribution
of over HK$10 million) during the Track Record Period:

For FY2014:

% of our
Status as at the Revenue total
Latest Practicable recognised  revenue
Project period Description of Date for for
Project Customer (Note 1) Sector  project (Note 2) FY2014 FY2014
HK$’000
Project 1 Customer A December 2013~ Public ~ Slope works — Completed 29,487 9.7
— June 2017 Landslip prevention
and mitigation
works
Project 2 Customer A October 2013 —  Public ~ Slope works — Completed 27,508 9.0
August 2016 Landslip prevention
and mitigation
works
Project 3 Customer A October 2012 —  Public ~ Slope works — Completed 25,302 8.3
August 2016 Landslip prevention
and mitigation
works
Project 4 Customer A April 2012 - Public ~ Slope works — Completed 24,132 79
December Landslip prevention
2015 and mitigation
works
Project 5 Customer B March 2014 - Public  Slope works — Slope ~ Completed 21,766 7.1
July 2017 maintenance and
improvement works
Project 6 Customer A June 2013 - Public ~ Slope works — Completed 20,085 6.6
July 2016 Landslip prevention
and mitigation
works
Project 7 Customer A September 2013 Public ~ Slope works — Ongoing 19,772 6.5
— December Landslip prevention
2017 and mitigation
works
Project 8 Customer A March 2014 - Public ~ Slope works — Ongoing 19,525 6.4
October 2017 Landslip prevention
and mitigation
works
Project 9 Customer A November 2013 Public ~ Slope works — Completed 18,423 6.0
— September Landslip prevention
2016 and mitigation
works
206,000 67.5
Notes:
1. In respect of the ongoing projects, the expected completion date for a particular project is provided based

on our management’s best estimation. In making the estimation, our management takes into account factors
including the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule.

2. Project described as “completed” means that the relevant project has achieved practical completion.

3. The figures and percentages above may not add up to the total due to rounding.
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For FY2015:

% of our
Status as at the Revenue total
Latest Practicable recognised  revenue
Project period Description of Date for for
Project Customer  (Note 1) Sector  project (Note 2) FY2015 FY2015
HK$’000
Project 1 Customer A December 2013~ Public ~ Slope works — Completed 33,537 8.6
— June 2017 Landslip prevention
and mitigation
works
Project 2 Customer A October 2013 —  Public ~ Slope works — Completed 35,854 9.2
August 2016 Landslip prevention
and mitigation
works
Project 3 Customer A October 2012 —  Public ~ Slope works — Completed 20,157 5.1
August 2016 Landslip prevention
and mitigation
works
Project 5 Customer B March 2014 - Public  Slope works — Slope ~ Completed 26,194 6.7
July 2017 maintenance and
improvement works
Project 6 Customer A June 2013 - Public  Slope works — Completed 20,064 5.1
July 2016 Landslip prevention
and mitigation
works
Project 7 Customer A September 2013 Public ~ Slope works — Ongoing 34,289 8.8
— December Landslip prevention
2017 and mitigation
works
Project 8 Customer A March 2014 - Public ~ Slope works — Ongoing 64,765 16.5
October 2017 Landslip prevention
and mitigation
works
Project 9 Customer A November 2013~ Public ~ Slope works — Completed 32,947 8.4
— September Landslip prevention
2016 and mitigation
works
Project 10 Customer A August 2014 - Public ~ Slope works — Completed 31,242 8.0
June 2017 Landslip prevention
and mitigation
works
Project 11 Customer A April 2014 - Public  Slope works — Ongoing 24,905 6.4
October 2017 Landslip prevention
and mitigation
works
323,954 82.8
Notes:
1. In respect of the ongoing projects, the expected completion date for a particular project is provided based

on our management’s best estimation. In making the estimation, our management takes into account factors
including the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule.

2. Project described as “completed” means that the relevant project has achieved practical completion.

3. The figures and percentages above may not add up to the total due to rounding.
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For FY2016:

% of our
Status as at the Revenue total
Latest Practicable recognised  revenue
Project period Description of Date for for
Project Customer (Note 1) Sector  project (Note 2) FY2016 FY2016
HK$’000
Project 1 Customer A December 2013 Public ~ Slope works — Completed 44,679 13.0
— June 2017 Landslip prevention
and mitigation
works
Project 2 Customer A October 2013 —  Public ~ Slope works — Completed 10,795 3.1
August 2016 Landslip prevention
and mitigation
works
Project 5 Customer B March 2014 — Public ~ Slope works — Slope ~ Completed 19,943 5.8
July 2017 maintenance and
improvement works
Project 7 Customer A September 2013 Public ~ Slope works — Ongoing 18,131 5.3
— December Landslip prevention
2017 and mitigation
works
Project 8 Customer A March 2014 - Public  Slope works — Ongoing 71,175 20.6
October 2017 Landslip prevention
and mitigation
works
Project 10 Customer A August 2014 —  Public ~ Slope works — Completed 32,464 9.4
June 2017 Landslip prevention
and mitigation
works
Project 11 Customer A April 2014 — Public  Slope works — Ongoing 34,668 10.1
October 2017 Landslip prevention
and mitigation
works
Project 12 Customer I~ August 2015 - Public ~ Slope works — Ongoing 16,792 4.9
December Landslip prevention
2017 and mitigation
works
Project 13 Customer J ~ May 2016 — Public ~ Slope works — Slope ~ Ongoing 12,018 3.5
April 2019 maintenance and
improvement works
260,665 75.7
Notes:
1. In respect of the ongoing projects, the expected completion date for a particular project is provided based

on our management’s best estimation. In making the estimation, our management takes into account factors
including the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule.

2. Project described as “completed” means that the relevant project has achieved practical completion.

3. The figures and percentages above may not add up to the total due to rounding.
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For 4M2017:

% of our
Revenue total
recognised  revenue
for the for the
four four
Status as at the months months
Latest Practicable ended 30 ended 30
Project period Description of Date April April
Project Customer (Note 1) Sector  project (Note 2) 2017 2017
HK$’000
Project 8 Customer A March 2014 - Public ~ Slope works — Ongoing 16,425 134
October 2017 Landslip prevention
and mitigation
works
Project 11 Customer A April 2014 — Public  Slope works — Ongoing 12,148 9.9
October 2017 Landslip prevention
and mitigation
works
Project 14 Customer K October 2016 —  Public ~ Ground investigation ~ Completed 24,318 19.8
April 2017 works
Project 15 Customer A May 2016 — Public  Slope works — Ongoing 10,585 8.6
October 2018 Landslip prevention
and mitigation
works
63,476 51.7
Notes:
1. In respect of the ongoing projects, the expected completion date for a particular project is provided based

on our management’s best estimation. In making the estimation, our management takes into account factors
including the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule.

2. Project described as “completed” means that the relevant project has achieved practical completion.

3. The figures and percentages above may not add up to the total due to rounding.
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Projects on hand

The following table sets out the outstanding contract sum of our projects in progress
with total contract sum of over HK$10 million as at 30 April 2017:

Accumulated
revenue  Outstanding
Total  recognised contract
contract up to 30 sum as at 30
Project Customer Project period (Note 1) Sector Description of project sum  April 2017 April 2017
HKS'000  HKS$'000  HKS$'000
Project | Customer A December 2013 - June Public Slope works - Landslip prevention and 117,063 113,388 3,675
2017 mitigation works
Project § Customer B March 2014 - December ~ Public Slope works - Slope maintenance and 76,064 72,564 3,500
2017 improvement works
Project 7 Customer A September 2013 - Public Slope works - Landslip prevention and 78,498 76,698 1,800
December 2017 mitigation works
Project 8 Customer A March 2014 - October Public Slope works - Landslip prevention and 178,937 171,890 7,047
2017 mitigation works
Project 10 Customer A August 2014 - June 2017 Public Slope works - Landslip prevention and 79,445 77,644 1,801
mitigation works
Project 11 Customer A April 2014 - October 2017  Public Slope works - Landslip prevention and 91212 79,384 11,828
mitigation works
Project 12 Customer [ August 2015 - December  Public Slope works - Landslip prevention and 27,000 21,847 5,153
2017 mitigation works
Project 13 Customer J May 2016 - April 2019 Public Slope works - Slope maintenance and 100,273 21,942 78,331
improvement works
Project 15 Customer A May 2016 - October 2018 Public Slope works - Landslip prevention and 69,200 20,502 48,698
mitigation works
Project 16 Customer L December 2016 - April ~ Public Slope works - Slope maintenance and 25,189 5352 19,837
2018 improvement works
Project 17 Customer A January 2017 - February ~ Public Slope works - Landslip prevention and 94,000 1,532 92,468
2020 mitigation works
Other projects 131,293 41,216 90,077
Total 1,008,174 703,959 364,215
Notes:
1. In respect of the ongoing projects, the expected completion date for a particular project is provided

based on our management’s best estimation. In making the estimation, our management takes into
account factors including the expected completion date specified in the relevant contract (if any), the
extension period granted by our customers (if any) and the actual work schedule.

2. Outstanding contract sum as at 30 April 2017 equals the amount of total contract sum after deducting
the accumulated revenue recognised up to 30 April 2017.

3. The figures and percentages above may not add up to the total due to rounding.
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Subsequent to the Track Record Period and up to the Latest Practicable Date, our
Group secured three public works contracts, details of which are set out below:

e We were awarded a public works contract with a contract sum of approximately
HK$30.3 million whereby we assume the role of a subcontractor for earthworks
and reinforced concrete works relating to a pumping station project developed by
Customer A. This project is expected to commence in October 2017 and
completion is expected to take place in September 2018.

e We were awarded a public works contract with a contract sum of approximately
HK$81.4 million whereby we assume the role of a subcontractor for slopes and
retaining walls, earthworks and reinforced concrete works relating to a pedestrian
walkway system project developed by Customer J. This project has commenced in
July 2017 and completion is expected to take place in March 2020.

e We were awarded a public works contract with a contract sum of approximately
HK$72.0 million by Customer A whereby we assume the role of a main contractor
for landslip prevention and mitigation works. This project has commenced in
September 2017 and completion is expected to take place in February 2020.
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Contract backlog

The following table sets out the number of contracts completed and awarded to us and
the respective total contract sum/revenue recognised during the Track Record Period:

Number Total
of contract
contracts sum
HK$’000
As at 1 January 2014
Ongoing projects (Note 1) 35 403,423
New contracts awarded (Note 2) 52 588,778
Contracts completed (Notes 3 and 4) (42)  (305,262)
As at 31 December 2014 45 686,939
As at 1 January 2015
Ongoing projects (Note 1) 45 686,939
New contracts awarded (Note 2) 44 117,191
Contracts completed (Notes 3 and 4) (46)  (391,427)
As at 31 December 2015 43 412,703
As at 1 January 2016
Ongoing projects (Note 1) 43 412,703
New contracts awarded (Note 2) 46 283,758
Contracts completed (Notes 3 and 4) (45)  (344,766)
As at 31 December 2016 44 351,695
As at 1 January 2017
Ongoing projects (Note 1) 44 351,695
New contracts awarded (Note 2) 14 135,366
Contracts completed (Notes 3 and 4) (24)  (122,846)
As at 30 April 2017 34 364,215
Notes:
1. The total outstanding contract sum on hand of the ongoing projects as at the indicted date.
2. The total contract sum based on the project contract awarded (including those not yet commenced)
during the respective year/period.
3. The relevant project has achieved practical completion during the respective year/period.
4. Refer to the revenue recognised during the respective year/period (with reference to the Accountants’

Report set out in Appendix I to this prospectus).

~ 134 -



BUSINESS

OPERATION FLOW

The following diagram summarises the principal steps of our operation flow:
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Notes:

1. For “design and build” contracts, we are responsible for foundation designs of flexible barrier system
which is used to prevent rockfall and debris flow. For these contacts, design team works closely with
our tendering team to work out various details of tender such as costs, human resources, construction
materials and the expected time required for completion of the project. Generally, it takes about six
weeks from receipt of the tender documents to submission of the tender proposal for a “design and
build” contract.

For “build only” contracts, we will prepare and submit tenders or quotations on the basis of a layout
design provided by the project consultant. Generally, it takes about two weeks from receipt of the
tender documents to submission of the tender proposal for a “build only” contract.

2. The time frame may vary for different contracts depending on various factors such as the terms of
contract, the nature of works to be performed, presence of variation orders and/or our agreement with
the customer on the time frame for the principal steps to be undertaken as well as other
unforeseeable circumstances.

Tender phase

Our tendering team is led by Mr. Yau and Mr. Kung, our executive Directors, whose
background and experience are set out in the section headed “Directors and senior
management” in this prospectus. Mr. Yau and Mr. Kung are responsible for reviewing and
evaluating tender documents and preparing tender submissions. Generally, the tendering team
reviews and evaluates the commercial viability of potential projects. When we decide that a
potential project is commercially viable, our tendering team will proceed to prepare the
tender proposal.

Tender success rate

The following tables summarise our overall tender success rate and our tender success
rate for public and private sector projects for FY2014, FY2015, FY2016 and 4M2017:

(a) Our overall tender success rate

Four

months

ended

Year ended 31 December 30 April

2014 2015 2016 2017

Number of tenders submitted 86 79 79 35
Number of tenders won 20 14 7 2
Tender success rate (Note) 23.3% 17.7% 8.9% 5.7%
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(b) Our tender success rate for public sector projects

Four

months

ended 30

Year ended 31 December April

2014 2015 2016 2017

Number of tenders submitted 48 40 38 19

Number of tenders won 11 8 4 1

Tender success rate (Note) 22.9% 20.0% 10.5% 5.3%
(c) Our tender success rate for private sector projects

Four

months

ended 30

Year ended 31 December April

2014 2015 2016 2017

Number of tenders submitted 38 39 41 16

Number of tenders won 9 6 3 1

Tender success rate (Note) 23.7% 15.4% 7.3% 6.3%

Note: Tender success rate is calculated by dividing the number of tender contracts awarded during the
year/period by the number of tenders submitted for the same year/period.

Our tender success rates for FY2016 and 4M2017 were lower than the tender success
rates for FY2014 and FY2015 because we were occupied with our existing slope works
projects where we were unable to take up additional projects during FY2016 and 4M2017.
Nevertheless, it was our strategy to be responsive to our customers’ tender invitations and
submit tenders to our existing customers in order to maintain business relationship with our
existing customers and maintain our presence in the market. Under such circumstances, our
Directors believe that we had taken a relatively prudent approach in costs estimation by
factoring a higher profit margin which may cause our tender price to be less competitive
than the tenders submitted by our competitors during FY2016 and 4M2017.

The total number of registered contractors for slope work has been very stable from
2014 to first half of 2017. From 2014 to first half of 2017, there were 34, 35, 35 and 38
registered contractors, respectively for slope works in Hong Kong, but the number of tender
contracts awarded by the Government bodies was 18, five, five and four for FY2014,
FY2015, FY2016 and first half of 2017 respectively.
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Financial requirement for tendering Government contracts

A contractor is required to maintain the minimum level of working capital which is the
higher of HK$8,600,000 or 10% of the combined annual value of uncompleted works on
bodies outstanding contracts both in the public and private sectors. In addition, in the
tendering process, the Development Bureau will assess our working capital sufficiency based
on the annual value of the new tender taking into account of our net current assets as at the
latest financial statement excluding (i) all receivables and prepayments; and (ii) 10% of the
combined annual value of uncompleted works on outstanding contracts (regardless whether
they are public and private sector projects). During the Track Record Period, we have
maintained the minimum level of working capital for undertaking Government contracts and/
or rectified the shortfall by way of shareholders’ loan, existing unutilised banking facilities,
and grant of new banking facilities.

Working capital management

To ensure we are able to attain the minimum level of working capital for tendering
Government contracts, we will continue to adopt a prudent treasury management policy to
(i) ensure that our funds are properly and efficiently collected and deployed such that there
is no material shortfall in cash which may interrupt our Group’s daily business obligations;
(i) maintain sufficient level of funds to settle our capital commitment when they fall due;
(iii) maintain adequate liquidity to cover our operation cash flow, project expenditures and
administrative expenses; and (iv) streamline our operational processes to achieve savings in
construction-related costs, maintenance and other operating costs.

In addition, we will adopt the following measures to manage our Group’s working
capital requirements:

(i) we will monitor our cash flow situation closely and adopt a more conservative
approach on further working capital requirements, capital commitment, and
investment, if any;

(i1) we expect to finance our operation and capital requirements by utilising our
existing financial resources. As confirmed by our Directors, during the Track
Record Period and up to the Latest Practicable Date, we had not encountered any
material difficulty or obstacle in obtaining financing and banking facilities from
banks and financial institutions nor did we receive any notice from banks and
financial institutions for early payment of outstanding banking facilities. In the
event of any additional funds required, we will obtain banking facilities and we
do not expect we will encounter any material difficulty in securing banking
facilities from banks and financial institutions;

(iii) we expect to generate more stable stream of cash flows from operating activities
as we expand our operation scale and undertake more projects. As a result of our
increased operational efficiency as well as quality of service, we believe we are
able to capture more contracts and expand our market share, thereby generating
more cash flows from our operations. As we adopted a prudent approach to retain
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our working capital for fulfilment of our coming financial obligation and capital
requirement, we expect to generate stable cash flow from our operating activities
in the future; and

(iv) we expect to receive from the net proceeds from Share Offer (assuming the
Over-allotment Option is not exercised) which is estimated to be approximately
HK$62.9 million (being the mid-point of the indicative Offer Price range of
HK$0.38 per Offer Share). We will review our future plan in relation to the
expansion and capital requirements from time to time and reschedule our future
plan, if necessary.

Planning and administration phase

Generally, once our tender proposal is accepted by our customer, a letter of award or
letter of acceptance will be issued to us by our customer which forms part of the contract.
We will commence the planning and administration of the project by the project
management team to draw up (i) contract quality plan, (ii) subcontracting management plan,
(iii) safety plan, and (iv) environmental management plan. Such plans are based on (i)
customers’ requirements, (ii) project specifications, (iii) the scope of works as indicated in
the contract, (iv) site layout, and (v) manpower resources and safety requirements.

Prior to the commencement of works, we will (i) procure all necessary insurances and
contract cars pursuant to the project contract; (ii) set up site office and facilities such as site
hoarding, site renovation and other necessary site fixtures and equipments; and (iii) organise
the resources required at each stage such as manpower and subcontractor, construction
materials and machinery. The construction materials and machinery are sourced from other
parties directly or through subcontractors. As at 30 April 2017, our Group had a number of
plant and equipment which consisted (i) a 10.4-ton crane lorry and 55 other motor vehicles
(with a net book value of approximately HK$3.1 million); (ii) equipment and machinery,
including a set of surveying equipment, a generator and an air compressor (with a net book
value of approximately HK$0.2 million); and (iii) four site offices with equipments (with a
net book value of approximately HK$1.4 million), which are currently used for our project
execution.

We also arrange for safety and environmental protection measures and apply to
Government departments such as the Environmental Protection Department for setting up
billing accounts for waste disposal and notify the Building Authority and the Labour
Department of our site operation prior to commencement of a project.

Implementation phase

As a main contractor, we focus on supervision of site works carried out by our
subcontractors and the overall planning and management of work schedules and logistical
arrangements in relation to the workers, materials, machinery and other resources required at
work sites in order to ensure conformity of the works with the specifications required by our
customers, monitor the overall work quality and ensure smooth and timely completion of the
works. Throughout the project execution stage, our project management personnel meet with
our customers and our subcontractors on a monthly basis to review work progress and to
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resolve any issues identified during the course of execution. Our project manager or
assistant project manager is responsible for overall supervision of overall workforce on site
to monitor the quality and ensure the projects are executed in accordance with our quality
standards. Our site agent is required to prepare site daily records on the works performed by
our workers or subcontractors. Our site agent also assists our project manager to monitor
work progress and coordinate with our foreman to supervise workmanship and quality.

Completion phase

Once we have completed the entire project to the satisfaction of our customer, our
customer will issue a practical completion certificate for the project certifying the contract
works which have been completed, tested and approved. In some projects, less formal
procedures will take place where the parties agree on practical completion by exchange of
correspondence. A contract is normally regarded as practically completed when (i) the works
under the contract have been duly completed as verified by our customer after inspection;
(ii) there is no apparent defect; and (iii) maintenance liability period commences. It
generally takes approximately three to six months for us to reach an agreement on the final
account with our customers taking into account the value of our work done (including
variation orders (if any)) and the retention payables. We normally receive final payment
from our customers within 45 days after the said final account is agreed.

Maintenance period

The maintenance period is normally 12 months, depending on the nature and scale of
the project. In such connection, we may require a similar maintenance period from our
subcontractors for their respective parts of works. If there are any works defects found by
our customers during the maintenance period, the relevant subcontractor is responsible for
rectifying the works defects in accordance with the defects liability clause of the
subcontracting agreement with our Group. Our Directors confirm that there was no material
claim brought against our Group by our customers for any defects liability during the Track
Record Period.

CUSTOMERS
Characteristics of our customers
During the Track Record Period, our customers primarily included the following:

®  Public sector: Government departments such as CEDD, Lands Department and
Highways Department, as well as other statutory bodies.

e  Private sector: Private corporations and other entities in the private sector,
including a listed company in Hong Kong which operates railway system and
engages in property development, property owners, developers or their
professional consultants.
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We normally receive progress payments from our customers on a monthly basis by
reference to the value of works done. In general, we submit an interim payment application
to the architect or engineers employed by our customers on a monthly basis with details
relating to the amount of works done. Once we have provided our interim payment
application, our customers or their authorised representatives, such as the architects or
quantity surveyor employed by the customers, would issue a progress certificate certifying
the works progress in the preceding month. It normally takes about 21 days from the date of
interim payment application for such certificate to be issued. Upon the issue of such
certificate, the customer is generally obliged to pay our Group the amount certified less
retention money. A portion of contract value is usually withheld by our customers as
retention money. The amount of retention money, which depends on negotiation with our
customers, generally represents 5% to 10% of the value of the works done. For most of our
public sector projects, no invoice is issued by our Group. However, for some private sector
customers and at their requests, our Group may issue a debit note or invoice based on the
payment certificate issued. Public sector customers are generally required to make payments
to us within 21 days after the issue of payment certificate by our customers or its authorised
person, while our private sector customers are normally required to make payments to us
within 30 days after the issue of the debit note or invoice.

For information regarding our customers in respect of each of our projects undertaken
during the Track Record Period, please refer to the paragraph headed “Our projects” in this
section.

Major customers

For FY2014, FY2015, FY2016 and 4M2017, the percentage of our total revenue
attributable to our largest customer amounted to approximately 70.1%, 77.3%, 69.5% and
47.6% respectively, while the percentage of our total revenue attributable to our five largest
customers combined amounted to approximately 86.2%, 89.5%, 85.8% and 83.4%
respectively.
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Set out below is a breakdown of our revenue by our five largest customers during the
Track Record Period and their respective background information:

For FY2014:
Year(s) of  Typical credit

Principal business Type of works business terms and Revenue derived from
Rank Customer activities undertaken by us relationship payment method the customer
HKS$’000 %
1. Customer A A Government department ~ Slope works 17 Within 21 days 214,124 70.1
which provides public from the issue
civil engineering services of payment
in Hong Kong certificate;
mainly by
telegraphic
transfer
2. Customer B A Government department  Slope works 10 Within 21 days 29,142 9.5
responsible for all land from the issue
matters in Hong Kong of payment
certificate;
mainly by
telegraphic
transfer
3. Customer C A statutory body which Slope works 10 Within 21 days 7,540 25
develops and implements from the issue
Hong Kong’s public of payment
housing programme certificate;
mainly by
telegraphic
transfer
4 Customer D A Government department  Slope works and ground 10 Within 21 days 7,240 24
which provides investigation field works from the issue
monitoring advisory of payment
services, facilities upkeep certificate;
and facilities mainly by
development in relation cheque

to government-owned
and government-funded
facilities in Hong Kong

S Customer E Alisted company in Hong  Slope works and ground 5 Within 30 days 5,244 17
Kong which operates investigation field works from the issue
railway system and of payment
engages in property certificate;
development mainly by
cheque
Five largest customers combined 263,290 86.2
All other customers 41,972 138
Total revenue 305,262 100.0
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For FY2015:

Rank Customer

I Customer A

2. Customer B

3. Customer F

4. Customer G

5. Customer H

Principal business
activities

A Government department
which provides public
civil engineering services
in Hong Kong

A Government department
responsible for all land
matters in Hong Kong

A Government department
which provides
monitoring advisory
services, facilities upkeep
and facilities
development in relation
to government-owned
and government-funded
facilities in Hong Kong

A statutory body which
provides housing and
related services in Hong
Kong

An entity which operates
farm and botanic garden
in Hong Kong

Type of works
undertaken by us

Slope works

Slope works

Slope works and ground
investigation field works

Slope works

Slope works
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Year(s) of  Typical credit
business terms and
relationship payment method

17 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

10 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

10 Within 30 days
from the issue
of payment
certificate;
mainly by
cheque

10 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

2 Within 21 days
from the issue
of payment
certificate;
mainly by
cheque

Five largest customers combined
All other customers

Total revenue

Revenue derived from
the customer

HK$'000 %
302,442 713
26,254 6.7
9,057 23
8,010 2.0
4,753 12
350,516 89.5
40911 10.5

391,427 100.0
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For FY2016:
Year(s) of  Typical credit

Principal business Type of works business terms and
Rank Customer activities undertaken by us relationship payment method
L. Customer A A Government department  Slope works 17 Within 21 days
which provides public from the issue
civil engineering services of payment
in Hong Kong certificate;
mainly by
telegraphic
transfer
2, Customer B A Government department ~ Slope works 10 Within 21 days
responsible for all land from the issue
matters in Hong Kong of payment
certificate;
mainly by
telegraphic
transfer
3 Customer | An Government authority ~ Slope works 3 Within 21 days
responsible for managing from the issue
public hospital services of payment
in Hong Kong certificate;
mainly by
telegraphic
transfer
4. Customer J A Government department  Slope works 10 Within 21 days
responsible for the from the issue
planning, design, of payment
construction and certificate;
maintenance of the mainly by
public road system in telegraphic
Hong Kong transfer
5. Customer H An entity which operates Slope works 2 Within 21 days
farm and botanic garden from the issue
in Hong Kong of payment
certificate;
mainly by
cheque

Five largest customers combined
All other customers

Total revenue
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Revenue derived from
the customer

HK$'000

239,675

19,943

16,792

12,018

7,159

295,587
49,179

344,766

%

69.5

58

49

35
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For 4M2017:

Principal business Type of works
Rank Customer activities undertaken by us
L. Customer A A Government department  Slope works
which provides public
civil engineering services
in Hong Kong
2. Customer K A joint venture formed by Ground investigation works

three construction
companies, (1)
Penta-Ocean Construction
Co., Ltd.; (2) China State
Construction Engineering
(Hong Kong) Ltd.; and
(3) Dong-Ah Geological
Engineering Co., Ltd.

3 Customer J A Government department  Slope works
responsible for the
planning, design,
construction and
maintenance of the
public road system in
Hong Kong

4. Customer L A construction contractor  Slope works
which is a subsidiary of
a company listed in Hong
Kong

5. Customer B A Government department  Slope works
responsible for all land
matters in Hong Kong

Year(s) of  Typical credit
business terms and
relationship payment method

17 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

Since Within 30 days
October from the issue
2016 of payment

certificate;
mainly by
cheque

10 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

6 Within 14 days

from the issue
of payment
certificate;
mainly by
telegraphic
transfer

10 Within 21 days
from the issue
of payment
certificate;
mainly by
telegraphic
transfer

Five largest customers combined
All other customers

Total revenue

Revenue derived from
the customer

HK$'000 %
58,446 47.6
24318 198

9,924 8.1
4987 41
4,661 38
102,336 83.4
20,510 16.6

122,846 100.0

None of our Directors, their close associates, or any Shareholders who or which, to the
knowledge of our Directors, owned more than 5% of the issued Shares of our Company as
at the Latest Practicable Date had any interest in any of the five largest customers of our

Group during the Track Record Period.
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Customer concentration

For FY2014, FY2015, FY2016 and 4M2017, the percentage of our total revenue
attributable to Government departments and statutory bodies amounted to approximately
85.6%, 90.7%, 86.6% and 63.2% respectively. Our Directors consider that such customer
concentration is not uncommon for construction companies within the slope works industry
in Hong Kong, and that our Group’s business model is sustainable despite such customer
concentration due to the following factors:

e Since 1977, the Government, through the Geotechnical Engineering Office
(formerly known as Geotechnical Control Office before 1991) of CEDD, has been
conducting studies and works to reduce landslide risk in Hong Kong in view of
the geographical landscape (close proximity of slopes to buildings and
infrastructure) and climate in Hong Kong (risk of seasonal torrential rainfall).
Starting from 2010 onwards, the Government has implemented the Landslip
Prevention and Mitigation Programme on a rolling basis which remains in force
until 2020. Any necessary landslip prevention and mitigation works for man-made
slopes and natural hillside catchments under Government’s maintenance
responsibility are implemented under the Landslip Prevention and Mitigation
Programme. For further details of the Landslip Prevention and Mitigation
Programme, please refer to the section headed “Industry overview — Slope works
industry — Landslip Prevention and Mitigation Programme” in this prospectus. For
private slopes found to be liable to become dangerous, statutory actions are taken
against the responsible private owners by the Buildings Department through the
Buildings Ordinance to ensure slope rectification works are undertaken. The
Government has stated that it is determined to continue its rigorous efforts to
minimise the risk of landslips in Hong Kong to ensure public safety.

° Based on the information available on the CEDD’s website, the Geotechnical
Engineering Office of CEDD has spent about HKS$21.5 billion on landslip
prevention and mitigation studies and works from 1977 up to 31 March 2017,
with about 5,623 Government man-made slopes upgraded, about 5,834 studies of
private man-made slopes completed, and mitigation measures for 207 natural
hillside catchments implemented.

° According to the Government’s statement upon the launch of the Landslip
Prevention and Mitigation Programme in 2010, the Government estimated that the
annual expenditure on the Landslip Prevention and Mitigation Programme would
be at least HK$600 million, and the Landslip Prevention and Mitigation
Programme would be implemented on a rolling basis annually to upgrade 150
Government man-made slopes, to conduct safety-screening studies on 100 private
man-made slopes, and to implement studies and necessary risk mitigation works
for 30 natural hillside catchments per year.

° According to the 2016 Annual Report on Government Slope Safety Works
published by the Geotechnical Engineering Office of CEDD, there are currently
about 60,000 sizable man-made slopes in Hong Kong and about two-thirds of
these man-made slopes are Government slopes.
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Our Directors consider that our competitive strengths, in particular our
outstanding performance ratings under the contractors’ performance index system
as appraised by the Development Bureau and our leading market position in the
slope works industry (details of our competitive strengths are set out in the
paragraph headed “Competitive strengths” in this section), give us a competitive
edge when tendering for public works contracts. Furthermore, a majority of our
five largest customers had stable business relationship with us. Our Directors
consider that we have a complementary business relationship with our public
sector customers because as a leading slope works contractor in Hong Kong, our
project management experience, our proven track record as a quality main
contractor in handling slope works projects as demonstrated by our outstanding
performance ratings under the Contractors’ Performance Index System, our design
capability, our extensive industry knowledge and the invaluable professional input
from our renowned consultants give considerable business advantage to our public
sector customers to ensure their projects are executed on time, within budget and
in accordance with their quality standards.

In order to tender for Government works contracts on landslip prevention and
mitigation, a contractor must be an approved specialist contractor included in the
List of Approved Specialist Contractors for Public Works maintained by the
Development Bureau under the category of “Landslip preventive/remedial works
to slopes/retaining walls”. Please refer to the paragraph headed “Licences and
permits” in this section for further details. The financial, technical and
management requirements for the application and retention on such list represent a
certain level of entry barriers against new entrants from entering the slope works
industry according to the Ipsos Report. According to the information available on
the website of the Development Bureau, as at 30 April 2017, there were an
aggregate of only 38 such approved contractors included in the List of Approved
Specialist Contractors for Public Works under the category of “Landslip
preventive/remedial works to slopes/retaining walls”, of which 15 were on
probation and 23 (including Geotech Engineering, our principal operating
subsidiary) had a confirmed status. Our qualifications, registrations and
certificates, details of which are set out in the paragraph headed “Licences and
permits” of this section, have positioned as well to compete with our market
players and maintain our leading position.

For FY2014, FY2015, FY2016 and 4M2017, the percentage of our total revenue
attributable to our largest customer amounted to approximately 70.1%, 77.3%,
69.5% and 47.6% respectively, while the percentage of our total revenue

attributable to our five largest customers combined amounted to approximately
86.2%, 89.5%, 85.8% and 83.4% respectively.

Marketing activities

During the Track Record Period, we secured new businesses mainly through open
tender or tender by invitation. Our Directors consider that due to our proven track record
and our well-established relationship with our existing customers, we are able to leverage
our existing customer base, reputation and our years of experience in slope works projects
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such that we do not rely heavily on marketing and promotional activities. Our executive
Directors are generally responsible for liaising and maintaining our relationship with
customers and keeping abreast of market developments and potential business opportunities.

Pricing policy

Our pricing is determined based on a cost-plus pricing model in general with markup
determined on a project-by-project basis. We estimate our cost of undertaking a project with
reference to the following factors:

(i) the scale and complexity of the project and any difficulties in performing the
works including those in relation to possible difficult sub-soil conditions;

(i) the overall cost expected to be incurred in undertaking the project with reference
to preliminary quotations obtained from our subcontractors as well as the costs of
construction materials, labour, machinery and other resources required based on
prevailing market conditions;

(iii) the project schedule and the expected completion date required by customers; and
(iv) the prevailing market conditions in general.

When preparing for a tender, we also take into account the estimated material cost with
reference to the relevant price indicators on the material and labour prices. Price indices
which may be used include the index for the average daily usages of workers engaged in the
public sector construction projects and the index for the average wholesale prices of selected
materials complied and published by Census and Statistics Department. We will also obtain
quotations from our subcontractors for preparation of the bills of quantities or schedule of
rates which would form part of the tender document and govern the relevant material costs
for a project. Furthermore, we determine a certain percentage of markup over our estimated
cost on a project-by-project basis. The markup percentage may vary for different projects
due to factors such as the scale and complexity of the project, the likelihood of any material
deviation of the actual cost from our estimated cost having regard to the types and cost of
direct labour, machinery and equipment, materials and other resources involved in our cost
estimations as well as the prevailing market conditions.

During the Track Record Period, our Group’s loss-making subsidiary, Richway,
recorded net losses at approximately HK$0.2 million, HK$0.3 million, HK$1.9 million and
HK$0.1 million, respectively, according to the entity’s profit and loss accounts. Such losses
resulted in our Group’s unrecognised deferred tax assets in respect of cumulative tax losses
of approximately HK$0.8 million, HK$1.1 million, HK$3.1 million and HK$3.2 million as
at 31 December 2014, 2015, 2016 and 30 April 2017, respectively, as it is not probable that
future taxable income against which the losses can be utilised will be available in the entity.
These tax losses do not expire under current legislation.

Generally, each of our Group’s subsidiaries has a specific function. Our Group

undertakes slope works through Geotech Engineering, our Group’s principal operating
subsidiary who focuses on project management. In addition, our Group’s other subsidiaries
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undertake different nature of slope works subcontracted by Geotech Engineering: (i)
GeoResources principally undertakes design, supply and construction of flexible barrier and
other slope works; (ii) Richway principally undertakes slope works in urban areas; and (iii)
Yau Wing principally undertakes slope works in rural area and open hillsides. As such,
during the Track Record Period, all urban slope works undertaken by Richway were
subcontracted by Geotech Engineering under normal commercial terms after arm’s length
negotiation between them.

During the Track Record Period, Geotech Engineering subcontracted two urban slope
work projects to Richway, and those projects were completed within the Track Record
Period. Out of the two slope work projects, one project was profit-making and the other one
was loss-making. The loss-making project was caused by certain works orders of the slope
works which restricted the use of heavy machinery (including large vehicles, cranes and
excavators). Such restrictions resulted in more direct labour costs being incurred to
undertake those slope works. As a result, Richway’s losses were mainly attributable to
additional costs incurred to cope with the non-recurring, one-off specific sites difficulties
regarding certain works orders of the project. Despite the above, taking into account the
performance of Geotech Engineering, our Group as a whole recorded profit in these two
urban slope work projects during the Track Record Period, as the intra group transactions
was eliminated in the combined financial information of our Group. Our Group did not
experience any loss-making projects during the Track Record Period.

In light of the above losses, our Directors confirmed that should any suitable project
arises in the future, Geotech Engineering will consider if it is appropriate to appoint
Richway to be the subcontractor having assessed Richway’s capacity and resources at the
relevant time, technical specifications and complexity of the project (i.e. whether the slope
work project takes place in urban area) and more importantly, the profitability of the project.
As such, our Directors would consider the above before subcontracting projects to its
operating subsidiaries (including Richway) with an aim to minimise the risk of cost overrun
or loss-making situations. Furthermore, any subcontracting arrangement between Geotech
Engineering and Richway in the future will continue to be under normal commercial terms
and after arm’s length negotiation between them.

As at the Latest Practicable Date, Richway has no project on hand as no suitable
projects was available to it.

During the Track Record Period and up to the Latest Practicable Date, save as
disclosed above, we did not experience any loss-making projects as a result of material
inaccurate estimation or cost overruns, nor did we experience any material delay in
commencement and execution of our projects.

Credit policy

Before deciding whether to submit a tender proposal, we normally consider factors
such as the creditworthiness of the relevant customer and the key contract terms stipulated
in the relevant tender document. Further details in respect of the factors considered in the
course of preparation of a tender proposal are set out under the paragraph headed “Operation
flow” in this section.
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After entering into a formal contract, our finance department will monitor payments
from the customer. For outstanding balances overdue, our management and project team will
be alerted and appropriate follow-up actions will be taken.

Credit terms given to our customers are generally set out in the relevant contract.
Generally, payment is due within 21 to 30 days after the issue of the payment certificate by
the authorised person or the invoice date of the relevant contract (as the case may be).
Settlement is normally made by cheque or bank transfer. The number of trade receivables
turnover days is approximately 22 days, 20 days, 22 days and 19 days for FY2014, FY2015,
FY2016 and 4M2017 respectively. Further details on our trade receivables turnover days are
set out in the paragraph headed “Financial information — Analysis of various items from the
combined statements of financial position — Trade and other receivables — Trade and
retention receivables” in this prospectus.

Our Directors determine specific provision for doubtful debts on a case-by-case basis.
Factors taken into account for such purpose include length of business relationship, past
reputation, financial strength and repayment history of the relevant customers. We did not
make any provision for doubtful debts during the Track Record Period.

Seasonality

Our Directors believe that the industry in which we operate does not exhibit any
significant seasonality.
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Major terms of engagement with our customers

Our customers engage us on a project basis and our customers do not enter into
long-term agreements with us. The following summarises the major terms of engagement

with our customers:

Contract period

Scope of works

Bills of quantities or
schedule of rates

Payment terms

Retention money

The period within which the project has to be completed
commencing from the date when we are allowed to
commence work at the works site. The contract period
varies depending on the project size and complexity.
However, such period may be extended pursuant to the
terms of the relevant contract.

This term identifies the types and scope of the work in
detail which we are engaged to perform under the
contracts. For details, please refer to paragraph headed
“Our business model” in this section.

Most of our contracts would include the bills of
quantities or schedule of rates which generally contain
the description of the types of work, specifications,
quantities of works to be done and the unit rates for each
type of works under the project.

For interim or progress payment, we generally provide
our customers with a written statement of the details of
completed works, the estimated fee of our work done
along with any variation orders (if any) and the costs of
the materials delivered under the contract on a monthly
basis. In respect of final payment, we usually issue final
account showing the amount we are entitled to for our
customers’ approval. For details, please refer to the
paragraph headed “Operation flow - Implementation
phase” in this section.

Our customers may hold up a certain percentage of each
interim payment made to us as retention money. A
portion of contract value is usually withheld by our
customers as retention money. The amount of retention
money, which depends on negotiation with our customers,
generally represents 5% to 10% of the value of the works
done. Retention money withheld are normally released to
us after the receipt of completion certificate and/or the
expiry of the maintenance period.
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Contract price
adjustment
mechanism

Surety bonds

Liquidated damages

For contracts in which we act as main contractor, in order
to protect the contractors’ risk from certain changes in
the costs of labour and materials used in the public sector
projects, most of our public sector contracts provide for a
contract price adjustment mechanism (both upward and
downward adjustments) with reference to certain price
indices. Price indices which may be used include the
index for the average daily wages of workers engaged in
the public sector construction projects and the index for
the average wholesale prices of selected materials
compiled and published by the Census and Statistics
Department.

For contracts where we act as subcontractor, generally,
we are not subject to any price adjustment mechanism.

In order to guarantee satisfactory completion of a project
by contractor, it is common for customers from certain
private sector projects to request for surety bonds issued
by a bank or an insurance institution in favour of the
customers according to the contract terms and conditions.
Generally, the amount of surety bonds required for each
project would not exceed 10% of the tender sums. We are
normally required to pay up to a certain percentage of the
amount of the performance bond to the banks or
insurance companies in order for them to issue the
performance bond in favour of our customers. Such
amount is usually released back to us after project
completion.

During the Track Record Period, no performance bond
was called by our customers by reason of
non-performance of any of our projects.

A contract may contain clauses on liquidated damages to
protect our customers against any significant delay in
completion of works subcontracted to us. However, under
certain circumstances such as poor weather conditions or
issue of variation orders, our customers may grant us
extension of time without a need to pay Iliquidated
damages to our customers.

During the Track Record Period and up to the Latest
Practicable Date, no liquidated damages had been claimed
by our customers against us by reason of late completion
of any of the contracts undertaken by us.
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Insurance

Termination

Maintenance period

INVENTORIES

For contracts in which we act as main contractor, we are
required to obtain adequate insurance cover for our
projects, details of which are set out in the paragraph
headed “Insurance” of this section.

If, in the opinion of our customers, we fail to execute the
works in accordance with our customers’ requirements
and our works are unsatisfactory or likely to be so and
cause unduly delay to the overall progress of the project,
our customer may terminate our contract by giving
advance notice of intention to do so.

We are generally subject to a maintenance period and we
are responsible for rectifying all defective works, if any,
at our own expense during such period. The maintenance
period, which is normally 12 months depending on the
nature and scale of the project, commences upon the date
of practical completion of the contract. Likewise, we
would require a similar maintenance period from our
subcontractors.

If there are any defects found by our customers on works
performed by our subcontractors, the relevant
subcontractor is responsible for rectifying the defective
works in accordance with the defect liability clause of the
subcontracting agreement entered into with our Group
and thus such subcontractor shall bear all the costs in
rectifying the defective works. For public works contract,
our customers may issue maintenance certificate to us
upon expiry of the maintenance period.

During the Track Record Period, there was no material
claim brought against our Group by our customers and
the cost incurred for rectifying defective works was
immaterial.

We do not maintain any inventories during the Track Record Period as our construction
materials are purchased and consumed on a project-by-project basis.
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SUPPLIERS
Characteristics of our suppliers
During the Track Record Period, our suppliers principally included the following:

®  Subcontractors: For a majority of our contracts, we act as the main contractor
and delegate works to subcontractors under close supervision and management of
our project management team. For FY2014, FY2015, FY2016 and 4M2017, our
subcontracting charges represented approximately 78.0%, 79.7%, 76.7% and
83.4% of our direct costs.

e  Suppliers of construction materials: For projects which we act as main
contractors, construction materials such as concrete, steel reinforcement and soil
nail system may be sourced (i) by us directly; or (ii) by us on behalf of
subcontractors which settle the relevant purchase costs directly or the purchase
costs paid by us are typically settled by our subcontractors by way of deduction
of the subcontracting charges payable to such subcontractors. For projects which
we act as subcontractor, construction materials may be purchased (i) by us
directly; or (ii) by the main contractor who settles the purchase costs by way of
deduction of our subcontracting charges payable to us.

During the Track Record Period and up to the Latest Practicable Date, substantially all
of our suppliers were located in Hong Kong and our purchases are denominated in HKS$.

Reasons for subcontracting arrangement

Owing to the labour intensive nature of our works, it is imperative to engage quality
subcontractors which would enable a main contractor like our Group to undertake projects
requiring different and specific work skills and deploy resources in a more cost effective
manner. According to Ipsos, subcontracting is commonplace in the construction industry and
there is no exception for the slope works sector. As of May 2017, there are approximately
1,277 subcontractors registered under the Subcontractor Registration Scheme to perform
general civil works, including earthworks, roadworks, road drainage and sewer, geotechnical
works, marine works and ground investigation. A main contractor is ultimately responsible
for quality and progress of the site works by deploying supervision staff and ensuring the
conformity of the works with the specifications required by the customers. Such practice is
commonly seen in other listed slope contractors which are main contractors who normally
focus on project management and supervision and engage subcontractors to carry out the site
works. We are no exception.

For contracts in which we act as main contractor, we delegate works to the
subcontractors under our close supervision and management. The scope of works to be
subcontracted depends on our available internal resources, cost effectiveness, qualifications
or specialist requirements, and level of work complexity. Our Directors consider that it is a
common practice in Hong Kong slope works industry for main contractors to allocate parts
of the site works to subcontractors. With the engagement of subcontractors, we can enhance
our resources to undertake more projects which are labour intensive and require construction
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skills through a significant pool of workers and technical staff in specific work trades. Such
arrangement enables us to focus on quality control and overall project management and
allows us to allocate our resources in a more cost-effective manner.

For the contracts in which we act as subcontractor, subject to our capacity, resources
level, cost effectiveness, complexity of the projects and customers’ requirements, we may
subcontract our slope works such as geotechnical works, drainage works, earthworks,
concreting, formwork erection, fixing steel bar and landscaping to other subcontractors in a
project. We are accountable to our customers for the works performed in a project, including
those carried out by our subcontractors. Unless otherwise specified in the contracts with our
customers, our customers generally consent to our use of subcontractor for a project and do
not limit which subcontractor to be used by us.

During the Track Record Period, our subcontracting charges with related parties
(including U-Win C&E and Shun Hip) amounted to approximately HK$85.5 million,
HK$107.4 million, nil and nil respectively, representing approximately 41.6%, 40.7%, nil
and nil to our Group’s total subcontracting charges for FY2014, FY2015, FY2016 and
4M2017 respectively.

It is the view of our Directors that each of the subcontracting transactions with our
related parties were conducted in the ordinary and usual course of business and on normal
commercial terms between the related parties and us or on terms no less favourable than
terms available from independent third parties, and were fair and reasonable and in the
interest of our Group and our Shareholders as a whole and would not distort our results
during the Track Record Period.

Our Group has the capability to perform the site works by utilising our own team of
site workers and choose not to outsource site works to subcontractors, subject to our
capacity, resources level, cost effectiveness, complexity of the projects and customers’
requirements at the relevant time and the profitability of such projects. In April 2016, we
were awarded a slope works project for Highways Department with a contract sum of
approximately HK$100.3 million and another slope works project for Customer A with a
contract sum of approximately HK$69.2 million. At the time when these two projects were
awarded, our team of site workers was mostly occupied with the existing projects and hence
our management considered that outsourcing to subcontractors was necessary in order to
ensure smooth and timely execution of these projects under our close supervision.

We will continue to evaluate our capacity, resources level and cost effectiveness to
consider whether to perform the site works or outsource site works to subcontractors on a
case-by-case basis with reference to complexity of the projects and customers’ requirement
whilst maintaining a healthy profit margin.

Basis of selection of our subcontractors and suppliers
We maintain an internal list of approved subcontractors. We carefully evaluate the

performance of our subcontractors and select subcontractors based on a number of factors
such as their background, technical capability, experience, fee quotations, service quality,
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track records, labour resources, timeliness of delivery, reputation and safety performance. We
will review and update our internal approved list of subcontractors according to our
assessment of their performance on an ongoing basis.

We maintain an internal list of approved suppliers. We carefully evaluate the
performance of our suppliers and select them based on a number of factors such as their
prices, quality, past performances and timeliness of delivery. We will review and update our
internal list of approved suppliers according to our assessment of their performance on an
ongoing basis.

Our Directors believe that we have maintained good business relationships with our
subcontractors and suppliers. During the Track Record Period, we did not encounter any
material difficulty in engaging subcontractors and sourcing supplies based on our needs.

Major suppliers

For FY2014, FY2015, FY2016 and 4M2017, the percentage of our purchases from our
largest supplier amounted to approximately 20.3%, 21.4%, 15.2% and 23.2% of our total
purchases respectively, while the percentage of our total purchases from our five largest
suppliers combined amounted to approximately 57.7%, 49.8%, 51.2% and 46.8% of our total
purchases respectively.
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Set out below is a breakdown of our total purchases incurred by our five largest
suppliers during the Track Record Period and their respective background information:

For FY2014:

Type of goods or Year(s) of

Principal business services purchased by business Typical credit terms Purchases by us
Rank Supplier activities us from the supplier  relationship and payment method from the supplier
HKS$°000 %
1 U-Win C&E Construction contractor Subcontracting of 11 Earlier of seven days 46,643 203
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
2 Supplier A Construction contractor Subcontracting of 6 Earlier of seven days 25,819 11.3
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
3 Shun Hip Construction contractor Subcontracting of 6 Earlier of seven days 24,152 10.5
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
4 Supplier B Construction contractor Subcontracting of 4 Earlier of seven days 19,301 8.4
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
5 Supplier C Construction contractor Subcontracting of 1 Within seven days 16,429 72
slope works upon receipt of

payments from
customers; mainly

by cheque
Five largest suppliers combined 132,344 57.1
All other suppliers 97,084 423

Total purchases 229,428 100.0
L
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For FY2015:

Type of goods or Year(s) of

Principal business services purchased by business Typical credit terms Purchases by us
Rank Supplier activities us from the supplier  relationship and payment method from the supplier
HKS$’000 %
1 U-Win C&E Construction contractor Subcontracting of 11 Earlier of seven days 62,688 214
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
2 Shun Hip Construction contractor Subcontracting of 6 Earlier of seven days 26,611 9.1
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
3 Supplier B Construction contractor Subcontracting of 4 Earlier of seven days 19,771 6.8
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
4 Supplier D Construction contractor Subcontracting of 11 Earlier of seven days 19,052 6.5
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
5 Supplier C Construction contractor Subcontracting of 7 Within seven days 17,412 6.0
slope works upon receipt of

payments from
customers; mainly

by cheque
Five largest suppliers combined 145,534 49.8
All other suppliers 146,842 50.2

Total purchases 292,376 100.0
I
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For FY2016:

Rank Supplier

1. U-Win C&E

2. Supplier E

3. Suppler B

4. Supplier C

5. Supplier F

Type of goods or Year(s) of

Principal business services purchased by business Typical credit terms Purchases by us
activities us from the supplier  relationship and payment method from the supplier
HKS$'000 %
Construction contractor Subcontracting of 11 Earlier of seven days 38,553 15.2
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
Construction contractor Subcontracting of 3 Earlier of seven days 27,142 10.7
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
Construction contractor Subcontracting of 4 Earlier of seven days 23,009 9.1
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
Construction contractor Subcontracting of 7 Earlier of seven days 21,678 8.5
slope works after receipt from
customer; mainly by
cheque
Construction contractor Subcontracting of 2 Earlier of seven days 19,494 7.1
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
Five largest suppliers combined 129,876 51.2
All other suppliers 123,756 48.8
Total purchases 253,632 100.0
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For 4M2017:

Type of goods or Year(s) of

Principal business services purchased by business Typical credit terms Purchases by us
Rank Supplier activities us from the supplier  relationship and payment method from the supplier
HKS$'000 %
1. Supplier B Construction contractor Subcontracting of 4 Earlier of seven days 22,775 232
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
2. Shun Hip Construction contractor Subcontracting of 6 Earlier of seven days 6,193 6.3
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
3. Supplier C Construction contractor Subcontracting of 7 Earlier of seven days 6,045 6.2
slope works after receipt from
customer; mainly by
cheque
4. Supplier G Construction contractor Subcontracting of 3 Earlier of seven days 5,710 5.8
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
5. Supplier F Construction contractor Subcontracting of 2 Earlier of seven days 5,215 53
slope works after receipt from

customer or monthly
progress payment
with credit period of
60 days; mainly by

cheque
Five largest suppliers combined 45,938 46.8
All other suppliers 52,341 53.2

Total purchases 98,279 100.0
—

Our Controlling Shareholders and/or their associates were interested in U-Win C&E
and Shun Hip for FY2014 and FY2015. Save as disclosed above, none of our Directors,
their close associates, or any Shareholders who to our Directors’ knowledge owned more
than 5% of the issued Shares of our Company as at the Latest Practicable Date had any
interest in any of the five largest suppliers of our Group during the Track Record Period.
Please refer to the paragraph headed “Relationship with the Controlling Shareholders —
Excluded business” in this prospectus for further details.

Prices of supplies
Subcontracting charges may be represented by a fixed sum or a percentage of the

contract value of our main contract unless there is a variation order or additional works to
be performed by the subcontractors with our prior consent. The subcontracting charges are
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arrived at by reference to the quotation provided by the subcontractors and the assessment of
amount of work to be completed by the subcontractors. Subcontracting charges represent
direct costs paid or payable to our subcontractors to carry out slope works include wages for
subcontractors’ employees and procurement costs of construction materials and machinery
sourced through our subcontractors.

Prices of other supplies are determined by reference to quotations of suppliers as
agreed between us and the suppliers on an order-by-order basis. Our Directors consider
various factors, including but not limited to the future price trend of the materials and
services when preparing tender proposals and hence we could generally pass on the increase
in costs to our customers. During the Track Record Period and up to the Latest Practicable
Date, we did not experience any material fluctuations in the costs of materials and services
that had a material impact on our business, financial condition or results of operations.

Major terms of engagement with our subcontractors

We engage our subcontractors on a project basis and do not enter into long-term
agreements with subcontractors. The following summarises the major terms of engagement
with our subcontractors:

Contract period : The duration of the subcontracting agreement is in line
with the duration of the main contract between us and
our customer.

Rights and obligations : A subcontractor is required to comply with the relevant
of the subcontractor terms and perform its works in accordance with the
specifications under the main contracts on a

back-to-back basis.

Subcontracting charges : We generally pay our subcontractors within seven days
and payment terms after we receive payment from our customers pursuant
to the terms of the main contract or pay monthly
progress payment with credit period of 60 days,
whichever is earlier. We verify the actual works
completed by our subcontractors and where necessary,
deduct the purchase costs for any construction
materials purchased by us on their behalf. Payment
will be made to our subcontractors after conducting
such verification process.

The credit period granted by our subcontractors is
normally within 60 days upon issuance of invoice.
Therefore, our Directors consider that our payment
pattern does not deviate from the requirements
stipulated in the SOPL and our payment practice, cash
management and liquidity will not be affected by the
SOPL if it becomes effective.
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Site utilities : Water, electricity and lighting is provided by our
Group for site operations.

Retention monies and : We may hold up a certain percentage of each interim
maintenance period payment made to the subcontractors as retention
money. Such percentage generally ranges from 5% to
10% of the interim payment. Unless otherwise agreed,
the retention monies or such portion thereof shall be
held for 12 months after the satisfactory completion of
the subcontracting works. During this period, the
subcontractor shall keep its work in repair or make
good any faulty work at his own expense.

Termination : If the subcontractor leaves the work uncompleted, or
fails to complete the work on the date for completion,
or, if in the opinion of our project manager the work is
unsatisfactory or likely to be so and causes unduly
delay to the overall progress of the main contract, our
Group may terminate the subcontracting agreement by
giving advance notice of intention to do so.

Management and : The subcontractor is required to designate a
supervision representative at the job site to supervise their works
and liaise with our Group.

Indemnity : Subcontractors are required to indemnify our Group
against any loss, expense or claim arising from the
failure to comply with subcontracting agreement by the
subcontractor and/or its employees. We are entitled to
hold our subcontractors liable for any loss and/or
damage suffered by our Group if their works are not
performed in accordance with the requirements set out
in the main contract.

Control over subcontractors

We may be liable to our customers for the performance of our subcontractors and we
may also be liable to any potential employee compensation claims and personal injuries
claims made by our subcontractors’ employees arising from work injuries that may happen
from time to time. Therefore, we carry out regular assessment of our subcontractors during
the course of a project to ensure quality and safety of their works. In order to closely
monitor the performance of our subcontractors and to ensure that the subcontractors comply
with the contractual requirements and the relevant laws and regulations, we require our
subcontractors to follow our internal control measures in relation to quality control, safety
and environmental compliance. Our project management personnel resides at the project site
and conducts regular site inspection to ensure general compliance by our subcontractors in
quality, safety and environmental requirements. During project implementation, our project
team regularly meets with our subcontractors and closely monitors their work progress and

- 162 -



BUSINESS

performance as well as their compliance with our safety measures and quality standards. For
further information regarding our measures in relation to quality control, safety and
environmental compliance, please refer to the paragraphs headed “Quality control”,
“Occupational health and safety” and “Environmental protection” in this section.

Our Group has adopted the following key measures to ensure the subcontractors
comply with our Group’s quality control and safety policies:

e  We will hold subcontractors’ safety committee meeting every month to (a) review
our safety measures on a monthly basis to assess our the adequacy and
effectiveness in mitigating the risks of recurrence of accidents and injuries to
workers of subcontractors on our Group’s sites; and (b) provide internal safety
trainings to the workers of our subcontractors on a monthly basis. Furthermore,
we organise tool box training to our workers as well as subcontractors’ workers
on internal safety guidelines on a monthly basis.

e  We will perform site inspection every week to enhance the safety monitoring on
the site where employees of our subcontractors are working. The inspection
focuses on checking whether our subcontractor have implemented our safety
guidelines, such as whether they have worn adequate safety equipment including
safety footwear, gloves, goggles and safety harness and whether guardrail have
been put up around the working platforms.

e  We have established a subcontractors performance assessment form to analyse the
performance of our subcontractors. Our project managers and/or site agents will
conduct an annual appraisal of the suppliers and subcontractors, and endorsed by
Mr. Kung and Ms. Tang, our executive Directors.

e We will perform day-to-day site supervision and testing activities are carried out
by our project management team over the work performed by our subcontractors
for the purpose of ascertaining if the service provided by them conform to the
contractual specifications and requirements. In-process inspections and testing on
site at various stages of the project are conducted to ensure satisfaction with the
requirements of our customers.

During the Track Record Period and up to the Latest Practicable Date, we do not have
any material dispute or claim with our subcontractors and other suppliers.

Designated Workers for Designated Skills Provision

On 1 April 2017, the “designated workers for designated skills” provision under the
Construction Workers Registration Ordinance came into effect, whereby construction workers
will generally be forbidden from undertaking the construction works of the designated trade
divisions unless they are registered skilled or semi-skilled workers for the relevant trade
division or under the instruction and supervision of the relevant skilled or semi-skilled
workers. Please refer to the section headed “Regulatory overview — Labour, health and
safety — Construction Workers Registration Ordinance (Chapter 583 of the Laws of Hong
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Kong)” in this prospectus for further details. Our Group will ensure that the employees of
our subcontractors are registered skilled and semi-skilled workers under the designated trade
divisions for the slope works projects undertaken by us.

Concentration of suppliers

For FY2014, FY2015, FY2016 and 4M2017, our five largest suppliers combined
accounted for approximately 57.7%, 49.8%, 51.2% and 46.8% of our total purchases
whereas our largest supplier accounted for approximately 20.3%, 21.4%, 15.2% and 23.2%
of our total purchases for the same periods respectively. Despite such concentration of
suppliers, our Directors consider that we are not overly reliant on any single supplier
because:

° some of the projects undertaken by us were of relatively large contract sum and
could last for a relatively long period of time, and when we engage a
subcontractor for a sizeable project, a substantial amount of subcontracting
charges may be payable to such subcontractor, resulting in it becoming one of our
largest suppliers in a financial year/period;

e our Directors consider that there are abundant suppliers providing the same kind
of services (as the case may be) in the market; and

° as at the Latest Practicable Date, we maintain a list of 111 approved suppliers
which is reviewed and updated by us periodically. Our Directors consider that our
comprehensive list of approved suppliers already assures a reasonably diversified
base of reliable suppliers which meet our quality standard.

QUALITY CONTROL

To maintain consistent quality services for our customers, we have established formal
quality management system which is certified to be in compliance with the requirements of
ISO 9001:2008. We have in-house quality assurance requirements that conform to the ISO
9001:2008 quality standards specifying, among other things, specific work procedures for
performing different types of site works, management process, responsibilities of personnel
of different levels, tendering process, cost control, project planning, project management and
supervision, quality inspection procedures and standards, subcontracting requirements and
accident reporting and complaints. Our workers and our subcontractors are required to
follow such procedures.

Mr. Kung and Ms. Tang, our executive Directors, are responsible for our overall quality

control. For the background and industry experience of Mr. Kung and Ms. Tang, please refer
to the section headed “Directors and senior management” in this prospectus.
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Quality control on our services

Our executive Directors, with the assistance of our project managers or assistant
project managers, closely monitor the progress of each project to ensure that our service (i)
meets our customer’s requirements; (ii) are completed within the time stipulated in the
contract and the budget allocated for the project; and (iii) comply with all relevant rules and
regulations. In particular, we implement the following quality control measures:

e  Prior to commencement of each project, our construction department prepares
quality control plan which sets out customers’ requirements and our quality
standards with reference to performance indicators such as adequacy to follow the
customers’ specification of materials and workmanship, work progress, response
to customers’ instructions, site safety, site tidiness, control of nuisance and
environmental management.

° Our project managers or assistant project managers assist our executive Directors
to monitor overall work quality and project progress. Our site agents coordinate
with our foremen to perform on-site inspections and supervise site workers on a
daily basis. Our project managers will timely inform our executive Directors of
the project status and any quality issues arising from project execution.

e  We also closely supervise the work quality of our subcontractors. For our quality
control measures over our subcontractors, please refer to the paragraph headed
“Suppliers — Control over subcontractors” in this section. Our customers also
conduct their own quality checks from time to time prior to making payment to
us.

Quality control on construction materials

We closely monitor the quality of purchased materials. To ensure the quality of
supplies, prior to ordering, our purchasing officer will ensure that the materials are sourced
from our approved suppliers to ensure overall quality of supplies. Upon arrival of the
ordered materials, all materials are sent directly to the relevant work sites for inspection by
our foremen before utilisation. During the inspection, we will check (i) whether the quantity
is correct; and (ii) whether there is any observable defect. In addition, for certain public
sector projects, our Group is also required to engage independent professionals or
professionals appointed by our customers to perform inspection and quality tests on sample
materials such as concrete, steel reinforcement and soil nail system. Any defective materials
or materials that fall short of the product specifications would be returned to the suppliers
for replacement. Our customers would also inspect the materials used by us at project sites
and verify the specifications from time to time.

Our Directors confirm that during the Track Record Period and up to the Latest

Practicable Date, we had not received any complaint or claim for compensation from our
customers due to quality issue in relation to the services performed by us.
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OCCUPATIONAL HEALTH AND SAFETY

We place emphasis on occupational health and work safety during the delivery of our
services as it is our concern not to put our employees, the subcontractors and the general
public in hazards. We have adopted an occupational health and safety system as required by
relevant occupational health and safety laws, rules and regulations and managed by our
safety and environmental team under the supervision of Mr. Yau, Mr. Kung and Ms. Tang,
our executive Directors, whose background and industry experience are set out in the section
headed “Directors and senior management” in this prospectus.

Our occupational health and safety management system is certified to be in compliance
with the standard required under OHSAS 18001:2007 since June 2016 as a recognition of
the policies and procedures undertaken by our Group to address potential health and safety
issues on our sites.

Occupational health and work safety measures

Due to the nature of works in the construction industry, workers at the sites are prone
to safety hazards. In order to provide a safe and healthy working environment for our
employees and our subcontractors and to ensure compliance with the applicable laws and
regulations in Hong Kong, we implement our safety control policy at the commencement
and during the implementation period of each project.

Our safety control policy is documented in writing and supplemented with instructions,
training and demonstrations. We require strict implementation of and adherence to our safety
control policy. Our safety department is responsible for monitoring and implementing our
work safety measures. As at the Latest Practicable Date, our safety and environmental
compliance department consisted of 14 employees, of which 11 of them are qualified safety
officers approved by the Labour Department. We will continue to put adequate resources and
effort to uphold and improve our safety management system in order to reduce our risks
related to safety issues.

Our safety control policy adopted and used during the Track Record Period sets out
work safety measures to prevent common accidents which could happen at sites. Some
details of our work safety measures are set out below:

° our safety manager will assist our executive Directors to (i) establish, approve and
ensure the implementation of our work safety measures and review our work
safety measures on an annual basis; (ii) arrange quarterly management meetings to
review the implementation of our safety control policy; and (iii) discuss and
countersign the monthly reports submitted by the safety officer;

e our project manager for each project shall (i) ensure from the planning stage that
safety management system of work are incorporated into our proposed
construction methods, and are subsequently adhered to; and (ii) assist in reviewing
our work safety measures on an annual basis;
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e  our project manager will visit our sites at which the project is ongoing once a
week;

° our safety manager shall (i) advise our management on the legal requirements
affecting safety and health and assist in reviewing our work safety measures on an
annual basis; (ii) anticipate possible hazards and recommend relevant procedures;
(ii1) carry out surveys and inspections to ensure that all relevant laws are being
observed; (iv) submit monthly reports to the management, provide statistics and
analysis on accidents and make recommendations for improvement;

e our safety officer shall (i) report and investigate accidents and dangerous
occurrence, determine the causes and recommend means of preventing recurrence;
and (ii) arrange safety training for all levels of employees and promote awareness
of accident prevention;

° our safety supervisor shall (i) ensure compliance with relevant statutory duties and
submit weekly reports to the safety officer; (ii) give instructions to site foreman
and subcontractors on correct and safe working practices with the assistance of
the registered safety officer; and (iii) take disciplinary actions against employees
violating safety regulations and/or company safety procedures;

° our foremen shall co-operate with the safety officer/assistant safety officer to
create good safety practices and ensure that all newcomers to the construction
sites are aware of their safety obligations;

e  all site personnel will undergo initial induction training for at least half a day,
including core topics such as work safety measures, relevant health and safety
regulations, emergency, rescue and typhoon procedure, hazards of the site,
accident reporting and first aid procedures. Other matters pertinent at the time of
induction, such as working at height, lifting operations and excavations will also
be included. All supervisory personnel and operators will attend refresher courses
at intervals of not exceeding 12 months; and

e we organise safety walk which is an unscheduled examination of a working area,
frequently undertaken as a group exercise by our site agent, safety officer, safety
supervisor, site foreman and the relevant subcontractor’s representative to assess
general compliance with safety requirements. We also organise safety inspection
which is a scheduled inspection of premises or working area to assess levels of
legal compliance and observation of our safety procedures. This will be conducted
by safety officer/assistant safety officer on a weekly basis.

During the Track Record Period, our Group appointed registered safety auditor to
conduct regular safety audits on Geotech Engineering, our key operating subsidiary, and the
respective projects undertaken by us as required under the Safety Management Regulation.
These audits revealed that the safety management system adopted by our Group was in
compliance with the requirements under the Safety Management Regulation.
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However, despite our work safety measures detailed above, we may not have complete
control of our employees and subcontractors and there is a risk that they may fail to comply
with our workplace policies and measures all the time as disclosed in the paragraph headed
“Risk factors — Personal injuries, property damages or fatal accidents may occur if work
safety measures are not followed at the construction sites” in this prospectus. Therefore,
injuries may still occur and during the Track Record Period, we were involved in litigation
claims including certain ongoing criminal litigation in relation to alleged failures in the
safety management system as detailed in the paragraph headed “Litigation and potential
claims” in this section.

Directors’ and Sole Sponsor’s views on work safety measures

Given our extensive work safety measures set out above, our Directors’ view that
accidents are not uncommon in the industry, the number and nature of the accidents during
the Track Record Period and up to the Latest Practicable Date, our below industry average
accident rate and zero fatality rate during the Track Record Period, corresponding safety
measures implemented as set out in the paragraph headed “Occupational health and work
safety measures” of this sub-section and taking into account the work safety management
system adopted by us in accordance with OHSAS 18001:2007 international standards, our
Directors are of the view, and the Sole Sponsor concurs, that our Group’s work safety
measures are sufficient and effective.

System of recording and handling accidents and our safety compliance record

For projects that we act as main contractor, when there is an accident at our site we
require any injured worker or person who witnessed the accident to report to our site
representative or safety officer for the purposes of collecting information for processing
employees’ compensation claims as well as compliance with the relevant regulations in
Hong Kong regarding the reporting of all work injuries at our sites to the Labour
Department. For projects that we act as subcontractor, we require our workers or employees
of our subcontractors to report any accident to us and the main contractors. To ensure proper
recording and handling of work injuries, we follow a general procedure as below:

e Fact finding and follow-up actions

- Our safety officer will investigate the accident by visiting the accident scene,
examining the equipment and/or material involved and taking statements
from the injured worker, witness(es) of the accident and other personnel in
relation to the project.

—  Remedial actions will be taken by our project management team to remove
imminent danger and to prevent occurrence of similar accidents in the future.
Our safety officer will also carry out follow-up inspection to ensure that
remedial works are implemented.
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e  Reporting

—  Our safety officer will prepare a work injury report and, if it is an employee
injury reportable case, submit it to the Labour Department within the period
as specified under the relevant laws and regulations.

- Our administrative department will report to the insurance company and,

where the claim is significant, consult external legal advisers (if necessary).

e  Settlement or litigation

—  Settlement of any claim will be handled by the insurance company. If the

insurance company
representatives) do not
litigated.

and the injured person (or their respective

agree on the settlement amount, the matter may be

During the Track Record Period and up to the Latest Practicable Date, there were 15
accidents involving our employees and/or our subcontractors’ employees which gave rise or

may give rise to potential employees’

compensation claims and/or personal injury claims.

Furthermore, there were seven accidents which took place before commencement of the
Track Record Period, but the employees’ compensation claims and/or personal injury claims
resulting from such accidents have been settled during the Track Record Period.

The table below sets out the nature of the 15 accidents occurred during the Track
Record Period and up to the Latest Practicable Date:

Nature of accident

Injured whilst lifting or carrying

Slip, trip or fall on same level

Fall of person from height

Striking against fixed or stationary object
Struck by moving vehicle

Struck by moving or falling object
Others (Note)

Subtotal

Total

Note: ‘Others’ includes traffic accidents,

Number of accidents
From 1
Four  May 2017
months  and up to
ended 30 the Latest

Year ended 31 December April Practicable
2014 2015 2016 2017 Date
2 2 1 - -

_ 1 _ _ _

- 1 - - 1

1 _ _ _

1 _ _ _ _

- - 1 - -

1 - - -

5 6 2 1 1

15

foreign objects into eyes and contact with moving crane.
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None of the aforesaid accidents resulted in fatality. We have adopted appropriate work
safety measures to minimise the risks of accidents in our projects. Firstly, we provide
regular safety training and provide relevant guidelines to workers concerning, among others,
proper use of tools, wearing of appropriate safety equipment and common hazards. We also
have safety officer conduct on-site supervision and regular inspection for our projects and
recorded and issued warnings to workers which were found not to have complied with our
systems and policies. In relation to potential hazards on-site such as slippery areas, moving
machinery or holes, we will provide appropriate warning signs in the vicinity or fence off
the area. Finally, we provide suitable safety equipment including safety footwear in slippery
areas, safety harnesses and lifelines for workers working from high areas, suitable helmets to
prevent injuries caused in connection with striking against objects, suitable goggles to
protect eyes from foreign objects.

Given our work safety measures and taking into account the circumstances of the
accidents, our Directors believe that these 15 accidents mainly resulted from the relevant
workers failing to comply with our work safety measures, failing to strictly observe our
instructions on use of equipment and misusing tools or paying insufficient attention to the
surrounding environment.

For further details of outstanding litigation and potential claims relating to employees’
compensation claims or personal injuries claims under common law, please refer to the
paragraph headed “Litigation and potential claims” in this section.

Save as disclosed above and to best of our Directors’ knowledge and belief, during the
Track Record Period and up to the Latest Practicable Date, our Group did not experience
any significant incidents or accidents in relation to workers’ safety and we also have not
suffered from any removal, suspension, downgrading or demotion of our licences or permits
due to accidents or breaches of workplace safety regulations.

We have taken out insurance in compliance with applicable laws and regulations with a
view to providing sufficient coverage for such work-related injuries for employees and we
have not incurred any material liabilities as a result thereof. As such, these incidents did not
and are not expected to have a material impact on our Group’s operations. For further
details of our insurance policies, please refer to the paragraph headed “Insurance” in this
section.
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The following table sets out a comparison of the industrial accident rate per 1,000
workers and the industrial fatality rate per 1,000 workers in the construction industry in
Hong Kong between our Group and the industry average during the periods indicated:

Construction
Industry Our
in Hong Group
Kong (Notes 2
(Note 1) and 3)
From 1 January to 31 December 2014
Industrial accident rate per 1,000 workers in
construction industry 41.9 12.1
Industrial fatality rate per 1,000 workers in
construction industry 0.242 Nil
From 1 January to 31 December 2015
Industrial accident rate per 1,000 workers in
construction industry 39.1 13.3
Industrial fatality rate per 1,000 workers in
construction industry 0.2 Nil
From 1 January to 31 December 2016
Industrial accident rate per 1,000 workers in
construction industry 34.5 53
Industrial fatality rate per 1,000 workers in
construction industry 0.093 Nil
Notes:
1. The statistics are extracted from the Occupational Safety and Health Statistics Bulletin Issue No.16

(August 2016) and the Occupational Safety and Health Statistics Bulletin Issue No. 17 (August 2017)
published by Occupational Safety and Health Branch of the Labour Department.

2. Our Group’s rates are calculated with reference to the number of injuries divided by the daily
average number of site workers in our Group’s construction sites during the year and multiply the
result by 1,000.

3. The above data provided includes the employees of our Group and workers of subcontractors during
the Track Record Period.

A comparison of the average accident rate of the slope works industry and that of our
Group is not available given there is no relevant published data on the average accident rate
of the slope works industry. The accident rate at our construction sites was lower than the
construction industry average in Hong Kong for FY2014, FY2015 and FY2016. A
comparison of the industry’s average accident rate and that of our Group’s for 4M2017 is
not available as there is no relevant industry average accident rate for such period as at the
Latest Practicable Date.
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It is also noteworthy that we have received repeated commendations from CEDD in
relation to our good safety performance in various contracts. For further information
regarding the commendations from CEDD, please refer to the paragraph headed “Awards and
recognitions” in this section.

The following table sets out our Group’s lost time injuries frequency rates
(“LTIFR(s)”) during the periods indicated:

From 1 January 2014 to 31 December 2014 4.54
From 1 January 2015 to 31 December 2015 4.54
Form 1 January 2016 to 31 December 2016 1.77
Notes:

1. LTIFR is a frequency rate that shows how many lost time injuries occurred over a specified time

(e.g. per 1,000,000 hours) worked in a period. The LTIFRs shown above are calculated by
multiplying the number of lost time injuries in terms of loss days of our Group that occurred during
the relevant calendar year or period by 1,000,000 divided by the number of hours worked by site
workers over the same calendar year or period. It is assumed that the working hour of each worker is
approximately 9 to 10 hours per day. The number of working days for the three calendar years ended
31 December 2016 were approximately 296 days, 296 days and 297 days respectively.

2. The above data provided includes the employees of our Group and workers of our subcontractors
during the Track Record Period.

ENVIRONMENTAL PROTECTION

Our Group’s operations on sites are subject to certain environmental requirements
pursuant to the laws in Hong Kong such as Air Pollution Control Ordinance, Noise Control
Ordinance, Water Pollution Control Ordinance and Waste Disposal Ordinance. For details of
the regulatory requirements, please refer to the section headed “Regulatory overview” in this
prospectus.

We endeavour to minimise any adverse impact on the environment resulting from our
business activities. In order to comply with the applicable environmental protection laws, we
had implemented an environmental management system which was certified to be in
compliance with the standard required under ISO 14001:2004 in May 2016. Apart from
following the environmental protection policies formulated and required by our customers,
we have also established our environmental management policy to ensure proper
management of environmental protection and compliance of environmental laws and
regulations by both our employees and workers of the subcontractors on among others, air
pollution, noise control and waste disposal. Specifically, we adopt the following measures to
ensure proper management of environmental protection and compliance of environmental
laws and regulations in the course of project execution:

e  We prepare an environmental management plan for our public sector projects. An
environmental management plan typically sets out the environmental protection
measures such as noise reduction, air pollution control, water pollution control
and waste management.
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e  Our environmental manager will designate our environmental officer to conduct
site inspection on a daily basis to ensure that site works are carried out in
accordance with the environmental management plan. Our environmental officer is
responsible for monitoring the ongoing compliance with the environmental
management plan and providing environmental training for on-site workers. We
require our subcontractors to strictly comply with our environmental management
plan on the basis of appropriate training.

e  Our environmental officer provides advice to our environmental manager on
environmental protection issues including noise abatement, air pollution control,
water pollution control and waste management that are identified during daily
inspection. This enables us to review and update the environmental management
plan to cater for the site conditions and improve the effectiveness of the
environmental management plan on an ongoing basis.

e We are required to report to our customers on the effectiveness of the
implementation of the environmental management plan on a monthly basis. Our
environmental officer assists our environmental manager to compile monthly
environmental reports for submission to customers.

For FY2014, FY2015, FY2016 and 4M2017, approximately HK$12,000, HK$22,000,
HK$4,000 and nil of Government levy on dumping of construction wastes were incurred
respectively.

During the Track Record Period and up to the Latest Practicable Date, we did not
record any non-compliance with applicable environmental requirements that resulted in
prosecution or penalty being brought against us.

INSURANCE

It is common practice in the Hong Kong slope works industry, as well as a term of
most slope works contracts between main contractors and customers, that the main
contractor of a project will take out and maintain employees’ compensation insurance and
contractor’s all risks insurance for the entire project. The coverage of such insurance
policies includes all works performed by the main contractor and all of its subcontractors.
However, the subcontractors are generally required to maintain insurance over their own
machinery.

Projects undertaken by us and the relevant employees are respectively protected by
contractors’ all risks and employees’ compensation insurance. Depending on the terms of the
relevant contracts, such insurances are taken out either by the main contractors (in the case
of us being a subcontractor) or ourselves (as a main contractor). When acting as a
subcontractor, we generally will not take out separate insurance policies but will rely on the
insurance policies taken out and maintained by the relevant main contractor.
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When we are the main contractor, our Group has insurance cover for its liabilities
under employees’ compensation and personal injury claims which meets the statutory
minimum insurance coverage, being a maximum limit of liability of up to HK$200 million
per event. Our Group considers such insurance coverage being generally sufficient for its
liabilities under employees’ compensation claims and personal injuries actions.

Furthermore, we have also secured insurance coverage against, among other matters,
loss of or damage to our motor vehicles and third-party liability in relation to the use of our
motor vehicles for an amount of up to HK$100 million per event. In addition, we are
covered by the insurance policy of the main contractor when we act as a subcontractor in a
project.

Certain types of risks, such as the risk in relation to the collectability of our trade and
retention receivables and liabilities arising from events such as epidemics, natural disasters,
adverse weather conditions, political unrest and terrorist attacks, are generally not covered
by insurance because they are either uninsurable or it is not cost justifiable to insure against
such risks.

Our Directors also believe that the above arrangements are consistent with the industry
practice in Hong Kong. We consider that the aforesaid insurance coverage is sufficient for
our liabilities under employees’ compensation claims and personal injuries actions at the
project sites. Taking into account the insurances taken out by our Group, our Directors
believe that we have obtained adequate insurance coverage for the operation of our business.
For FY2014, FY2015, FY2016 and 4M2017, our insurance expenses were approximately
HK$4.6 million, HK$4.1 million, HK$3.2 million and HK$0.6 million respectively. During
the Track Record Period and up to the Latest Practicable Date, we had not made and did not
make or had not been the subject of any material insurance claim.

EMPLOYEES

As at the Latest Practicable Date, we had 110 full-time employees who were directly
employed by our Group in Hong Kong. The following table sets out a breakdown of the
number of our employees by functions:

Directors and general management 5
Administration, accounting and finance 21
Project management and supervision 27
Safety and environmental compliance 14
Engineering and surveying 20
General and site staff 23

110

The number of our Group’s employees for “safety and environmental compliance”,
“engineering and surveying” and “general and site staff” decreased from 69 as at 31
December 2016 to 57 as at the Latest Practicable Date. The reduction in the number of our
staff in the “safety and environmental compliance”, “engineering and surveying” and
“general and site staff” was mainly due to substantial completion of three projects, being
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Project 1, Project 5 and Project 10, for 4M2017 and most of such departing employees are
drivers of project vehicles and other supporting staff and junior staff. The number of project
management staff such as project managers and site agents has relatively been stable since
then. Whilst we do not normally recruit staff on a contract basis for purpose of our projects,
we assess our manpower need from time to time to ensure the sufficiency of our manpower
resources for our operation on the one hand, and to closely monitor our staff cost on the
other hand. After completion of a project, due to fewer project vehicles being put to use and
closure of site office, our demand for drivers of project vehicles and other site office
supporting staff is typically reduced. Hence, we normally reduce the number of these staff
upon completion of a project. As confirmed by Ipsos, reduction of project related staff due
to completion of projects is in line with the industry norm for slope work companies to
manage operational costs in the slope works industry in Hong Kong.

Relationship with our staff

Our Directors consider that we have maintained good relationship with our employees.
We have not experienced any significant disputes with our employees or any disruption to
our operations due to labour disputes, save as disclosed in the paragraph headed “Litigation
and potential claims” in this section. In addition, we have not experienced any difficulties in
recruitment and retention of experienced core staff or skilled personnel during the Track
Record Period.

Recruitment policy and training

We generally recruit our employees through placing advertisements in the open market
with reference to factors such as their experience, qualifications and expertise required for
our business operations. They are normally subject to a probation period ranging from one
month to three months. We endeavour to use our best effort to attract and retain appropriate
and suitable personnel to serve our Group. Our Group assesses the available human
resources on a continuous basis and will determine whether additional personnel are required
to cope with the business development of our Group.

We provide various types of trainings to our employees and sponsor our employees to
attend various training courses, including those on occupational health and safety in relation
to our work. Such training courses include our internal training as well as courses organised
by external parties such as the Construction Industry Council and the Occupational Safety
and Health Council.

Remuneration policy

The remuneration package our Group offered to our employees includes salary, bonuses
and other cash subsidies. In general, our Group determines employee salaries based on each
employee’s qualifications, position and seniority. Our Group has designed an annual review
system to assess the performance of our employees, which forms the basis of our decisions
with respect to salary raises, bonuses and promotions.

-175 -



BUSINESS

Our Group operates MPF scheme for all qualifying employees in Hong Kong. During
FY2014, FY2015, FY2016 and 4M2017, the total expenses recognised in the combined
statements of comprehensive income amounted to approximately HK$1.3 million, HK$1.5
million, HK$1.4 million and HKS$0.5 million respectively, which represents contributions
payable to the scheme by our Group at rates specified in the rules of the MPF scheme.

Requirements under the Immigration Ordinance

Pursuant to section 38A of the Immigration Ordinance, a construction site controller
(i.e. the principal or main contractor and includes a subcontractor, owner, occupier or other
person who has control over or is in charge of a construction site) should take all practicable
steps to (i) prevent having illegal immigrants from being on site and (ii) prevent illegal
workers who are not lawfully employable from taking employment on site. For further
information, please refer to the paragraph headed “Regulatory overview — Labour, health and
safety — Immigration Ordinance (Chapter 115 of the Laws of Hong Kong)” in this
prospectus.

Our Directors confirm that we have not been involved in any employment of illegal
workers (whether directly or indirectly via subcontracting to the best of our Director’s
knowledge, information and belief) in the past in respect of work sites over which we had or
have control or of which we are or were in charge. We have not been subject to any
prosecution of any offences under the Immigration Ordinance in relation to the aforesaid
requirements in the past. We have implemented the following measures to prevent having
illegal immigrants from being on site and to prevent illegal workers from taking employment
on site:

e  Our human resources and administrative officers shall inspect and take copy of
the original of his/her Hong Kong identity card and/or other documentary
evidence showing that he/she is lawfully employable in Hong Kong.

° Our subcontractors are required to hire only persons who are lawfully employable
to work on site and to prevent any illegal worker to enter the site.

e  Our foremen are responsible for inspecting the personal identification document of
each worker and shall refuse any person who does not possess proper personal
identification document from entering the site.

° For projects awarded by CEDD, Lands Department and Highways Department, we
appoint a labour officer who shall be responsible for, among other things,
inspecting the personal identification document of each worker and preventing
illegal workers from entering the site and from taking employment on site.

RESEARCH AND DEVELOPMENT

During the Track Record Period and up to the Latest Practicable Date, we did not
engage in any research and development activity.
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PROPERTIES

As at Latest Practicable Date, we leased an office at Unit 05-08, 11/F, Delta House, 3
On Yiu Street, Shek Mun, New Territories, Hong Kong with a site floor area of
approximately 3,540 square feet with a monthly rental of HK$60,180 for a term of up to 30
November 2017. We did not own any land or property as at the Latest Practicable Date.

INTELLECTUAL PROPERTY

As at the Latest Practicable Date, our Group has registered three trademarks in Hong
Kong, which are intended to be used by our Group to foster our corporate image. Our Group
has also registered two domain names. Please refer to the paragraph headed “B. Further
information about the business — 2. Intellectual property rights of our Group” in Appendix
IV to this prospectus for further details of our intellectual property rights.

As at (i) we were not aware of any dispute or infringements by our Group of any
intellectual property rights owned by third parties, and (ii) we were not aware of any dispute
or pending or threatened claims against our Group in relation to material infringement of
any intellectual property rights of third parties.

AWARDS, RECOGNITIONS AND PERFORMANCE RATINGS

We have received a number of awards or certificates during our operating history in
recognition of our commitment and dedication to our quality management system,
occupational health and safety management and environmental compliance. The following
table summarises the awards or certifications obtained by our Group:

Certifications for compliance with ISO/OHSAS requirements

Nature Certification Issuing organisation Validity period

Quality Management System  ISO 9001:2008 (Note) Accredited Certification 31 May 2016 -

International Limited 15 September 2018
Environmental Management ISO 14001:2004 (Note) Accredited Certification 31 May 2016 -
System International Limited 15 September 2018
Occupational Health and OHSAS 18001:2007 Accredited Certification 31 May 2016 -
Safety Management System (Note) International Limited 31 May 2019

Note: The scope covers (i) the construction of landslip preventive and remedial works to slopes and retaining
walls; (ii) construction of civil engineering works (site formation); and (iii) provision of ground
investigation and geotechnical instrumentation services.
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Awards in recognition of our Group’s quality services, safety and environmental

compliance

Date of grant

February 2017

September 2016

January 2016

July 2015

May 2015

November 2013

February 2013

January 2013

January 2012

January 2011

February 2009

May 2008

Award or recognition

Winner of Best LPM Contractor
Competition 2016

15th Hong Kong Occupational
Safety and Health Award
Safety Performance Award —
Construction

Winner of Best LPM Contractor
Competition 2015

14th Hong Kong Occupational
Safety and Health Award
Safety Performance Award —
Construction

21st Considerate Contractors
Site Awards (Public Works —
New Works) — Merit Award

Contractor Safety Performance
Award — Civil Works Project
(Safety Classification 1)

Construction Industry Safety
Award Scheme 2012/2013
Renovation and Maintenance
Works Category — Gold
Award

Best Landslip Preventive
Measures (LPM) Contractor
of 2012 — Second runner-up

Best Landslip Preventive
Measures (LPM) Contractor
of 2011 — Second runner-up

Best Landslip Preventive
Measures (LPM) Contractor
of 2010 — Second runner-up

Best Landslip Preventive
Measures (LPM) Contractor
of 2008 — Second runner-up

Best Landslip Preventive
Measures (LPM) Contractor
of 2007 — First runner-up

Issuing organisation

CEDD

Occupational Safety and

Health Council

CEDD

Occupational Safety and

Health Council

Jointly awarded by

WBDB and

Construction Industry

Council

Mass Transit Railway
Corporation Limited

Occupational Safety and
Health Council and
Labour Department

CEDD

CEDD

CEDD

CEDD

CEDD
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Description

In recognition of our maximum
ratings under the Contractors’
Performance Index System

In recognition of our good
occupational safety
performance in certain
contracts

In recognition of our maximum
ratings under the Contractors’
Performance Index System

In recognition of our good
occupational safety
performance in certain
contracts

In recognition of our good
construction site safety
performance in certain
contracts

In recognition of our good
construction site safety
performance in certain
contracts

In recognition of good
Occupational Safety and
Health Council performance

In recognition of engineering
works quality in landslip
preventive measures

In recognition of engineering
works quality in landslip
preventive measures

In recognition of engineering
works quality in landslip
preventive measures

In recognition of engineering
works quality in landslip
preventive measures

In recognition of engineering
works quality in landslip
preventive measures
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Our performance ratings under the Contractors’ Performance Index System

Geotech Engineering’s quarterly performance ratings under the Contractors’
Performance Index System under the category of “Landslip preventive/remedial works to
slopes/retaining walls” as appraised by the Development Bureau, details of which are set out
in the paragraph headed “Regulatory overview — Contractor licensing regime and operation —
Contractors’ Performance Index System” in this prospectus, were consistently above the
corresponding average ratings and median ratings for the last seven consecutive quarters up
to the second quarter of 2015 and it achieved maximum ratings among all contractors being
rated for the last eight consecutive quarters up to the second quarter of 2017. Geotech
Engineering’s quarterly performance ratings from the fourth quarter of 2013 up to the
second quarter of 2017 are summarised as follows:

Reporting period
Fourth quarter of 2013
First quarter of 2014
Second quarter of 2014
Third quarter of 2014
Fourth quarter of 2014
First quarter of 2015
Second quarter of 2015
Third quarter of 2015
Fourth quarter of 2015
First quarter of 2016
Second quarter of 2016
Third quarter of 2016
Fourth quarter of 2016
First quarter of 2017

Second quarter of 2017

Landslip preventive/remedial works to slopes/retaining walls category V'’

Higher than the median rating and the average rating
Higher than the median rating and the average rating
Higher than the median rating and the average rating
Higher than the median rating and the average rating
Higher than the median rating and the average rating
Higher than the median rating and the average rating
Higher than the median rating and the average rating
Equal to the maximum rating
Equal to the maximum rating
Equal to the maximum rating
Equal to the maximum rating
Equal to the maximum rating
Equal to the maximum rating
Equal to the maximum rating

Equal to the maximum rating

Note: The performance ratings are not publicly accessible. Instead, each contractor will be advised of its
performance rating in the form of a letter by post from the Development Bureau. Such letter also sets out
the maximum, minimum, median and average ratings of contractors rated under each specific group of the
relevant categories during the relevant period. No percentile or quartile information was provided in such

letters.

In view of the significance of our outstanding performance ratings as stated above, the
high performance ratings of Geotech Engineering gives us a competitive edge when
tendering for public works contracts.
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LITIGATION AND POTENTIAL CLAIMS

During the Track Record Period and up to the Latest Practicable Date, we experienced
a number of claims arising from personal injuries incidents suffered by our employees or
subcontractors’ employees as a result of accidents arising out of and in the course of their
employment. Such personal injuries may lead to employees’ compensation claims and
common law personal injury claims brought by the injured worker against us:

e Employees’ compensation claims. For information regarding the relevant laws in
relation to employees’ compensation claims, please refer to the paragraph headed
“Regulatory overview — Labour, health and safety” in this prospectus.

° Common law personal injury claims. An injured employee may also pursue
common law personal injury claim (in addition to employees’ compensation
claim) if he/she alleges that the injury is caused by the employer’s negligence,
breach of statutory duty, or other wrongful act or omission. Any damages awarded
under common law personal injury claims are normally reduced by the value of
the compensation paid or payable under the Employees’ Compensation Ordinance.
Under the Limitation Ordinance (Chapter 347 of the Laws of Hong Kong), the
time limit for an applicant to commence common law personal injury claim is
three years from the date on which the cause of action accrued.

Set out below are the details of (i) the ongoing litigations in relation to employees’
compensation claims and common law personal injury claims against our Group as at the
Latest Practicable Date; (ii) the potential litigations in relation to employees’ compensation
claims and common law personal injury claims against our Group as at the Latest
Practicable Date; (iii) the litigation in relation to employees’ compensation claims and
common law personal injury claims against our Group settled or withdrawn during the Track
Record Period and up to the Latest Practicable Date; and (iv) the criminal charges and our
criminal convictions during the Track Record Period and up to the Latest Practicable Date.
There are 15 injuries incidents happened during Track Record Period and up to the Latest
Practicable Date and seven injuries incidents happened prior to the Track Record Period but
settled during the Track Record Period and none of them are fatal incidents. Our Directors
are of the view that occurrence of personal injury claims and employees’ compensation
claims is not uncommon in the industry.

- 180 -



BUSINESS

Ongoing litigations in relation to employees’ compensation claims and common law

personal injury claims against our Group as at the Latest Practicable Date

Geotech Engineering was named as a defendant in the course of our business as a main

contractor or a subcontractor in respect of the following outstanding claims:

Nature of the claim

1. Employee’s compensation claim

2. Employee’s compensation claim
(Note)

3. Personal injury claim

4. Personal injury claim

Particular of the claim

On 9 May 2015, the
applicant, who was
employed by our
subcontractor in one of our
projects, sustained injury
to his back in the course
of work.

On 29 June 2015, the
applicant, who was
employed by our
subcontractor in one of our
projects, sustained injury
to his right elbow in the
course of work.

On 30 April 2014, the
plaintiff sustained injury to
her head and eyes in the
course of work.

The employee’s
compensation claim of this
incident has been settled
and disclosed under item
no. 9 under the paragraph
“Litigation against our
Group settled or withdrawn
during the Track Record
Period up to the Latest
Practicable Date”.

On 9 June 2015, the
applicant, who was
employed by our
subcontractor in one of our
projects, suffered from leg
injury in the course of
work.

The employee’s
compensation has been
settled and disclosed under
item no. 14 under the
paragraph “Litigation
against our Group settled
or withdrawn during the
Track Record Period up to
the Latest Practicable
Date”.

Total amount

involved for the

ongoing claim

To be assessed Yes
To be assessed Yes
To be assessed Yes
To be assessed Yes

Insurance
coverage

Status

Ongoing. The
insurer has
taken over the
conduct of the
claim.

Ongoing. The
insurer has
taken over the
conduct of the
claim.

Ongoing. The
insurer has
taken over the
conduct of the
claim.

Ongoing. The
insurer has
taken over the
conduct of the
claim.

Note: A personal injury action was initiated in August 2017 by the same applicant of this on-going
employees’ compensation claim.
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Our Group was named as a defendant in the course of our business in respect of the

following outstanding criminal litigations:

Note:

Particulars of the charges

In May 2016, Geotech Engineering was
charged by the Labour Department that
it did fail to take adequate steps to
prevent a person on the site from falling
from a height of 2 metres or more, at a
work site.

In May 2016, Geotech Engineering was
charged by the Labour Department that
it did fail to ensure that a workman used
the suitable goggles which was provided
for the protection of the workman.

In May 2016, Geotech Engineering was
charged by the Labour Department that
it failed to ensure that no workman
remained on the site unless the
workmen were wearing suitable safety
helmets.

Total
amount
involved for
the ongoing
claims

(Note)

(Note)

(Note)

Insurance coverage

As confirmed by our
Directors, penalties
arising from criminal
claims are usually not
covered by insurance.

As confirmed by our
Directors, penalties
arising from criminal
claims are usually not
covered by insurance.

As confirmed by our
Directors, penalties
arising from criminal
claims are usually not
covered by insurance.

Status

The first appeal
hearing will
be held on a
date as
directed by the
court. (Note)

The first appeal
hearing will
be held on a
date as
directed by the
court. (Note)

The first appeal
hearing will
be held on a
date as
directed by the
court. (Note)

Pursuant to the verdict of the magistrate court delivered on 6 December 2016, Geotech Engineering
was convicted in the above cases and fined an aggregate amount of HK$17,000. As at the Latest
Practicable Date, we have raised an appeal for all of these cases. However, due to our change in
counsel, pursuant to a letter dated 15 September 2017, the court vacated the hearing with the case to
be relist for hearing according to the new counsel’s diary and as directed by the court.
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These cases arose from inspections in around October and November 2015 from
representatives of the Labour Department. Our Directors believe such incidents occurred as
certain employees and subcontractors’ employees did not strictly adhere to our Group’s work
safety measures and relevant safety control policy during the inspections. We note that none
of these cases arose from actual injuries and our Group had existing work safety measures to
address each of the issues in the three cases including:

° in relation to measures to prevent falling from a height of 2 metres or more, we
had secured fencing or barrier enclosing pits, coverage of completed excavation
pits, secured safety harnesses and lifelines where needed and appropriate warning
signs on-site;

° in relation to measures to prevent falling from heights, we had conduct more
regular safety training such as safety trainings in relation to working at heights in
relation to measures to ensure that a workman used the suitable goggles, we
provided suitable goggles, required employees to wear such goggles and ordered
those without such goggles out of the site area;

e in relation to measures to ensure wearing of suitable safety helmets, we provided
suitable safety helmets, required employees to wear such helmets and ordered
those without such helmets out of the site area;

° in relation to measures to deter violations of our work safety measures generally,
our practice is to remove our employees who repeatedly violate such measures
from such projects and in relation to non-compliant subcontractors’ employees, we
will issue formal warning letters to such subcontractors.

We also conducted safety training for the workers, had our safety officer conduct
on-site supervision and regular inspection for our projects and recorded and issued warnings
to workers which were found not to have complied with our systems and policies. Given the
aforesaid work safety measures, we do not accept the aforesaid allegations and the litigation
are still ongoing as at the Latest Practicable Date. We had strictly adopted our work safety
measures to minimise the risks of similar allegations of incidents in the future. For further
details our Group’s work safety measures and our enhanced measures, please refer to the
paragraph headed “Occupational health and work safety measures” in this section.

Potential litigations in relation to employees’ compensation claims and common law
personal injury claims against our Group as at the Latest Practicable Date

As at the Latest Practicable Date, there were nine incidents which may give rise to
potential employees’ compensation and/or common law personal injury claims against
Geotech Engineering. Potential claims refer to claims that have not been commenced against
our Group but are within the limitation period of two years (for filing employees’
compensation claims) or three years (for filing common law personal injury claims) from the
date of the relevant incidents. Potential common law personal injury claims which may arise
from incidents which involve ongoing employees’ compensation claims are not counted
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given the potential for settlement of all claims. Our Directors are of the view that the
amount of any such potential claims to be borne by our Group shall be covered by the

relevant insurance policies.

Litigations against our Group settled or withdrawn during the Track Record Period

and up to the Latest Practicable Date

During the Track Record Period and up to the Latest Practicable Date, Geotech
Engineering has settled the following claims, which were covered by insurance policy:

Nature of the claims

1. (i) Employee’s compensation claim
(ii) Personal injury claim

2. (i) Employee’s compensation claim
(ii) Personal injury claim

3. Employee’s compensation claim
4. Employee’s compensation claim
5. Employee’s compensation claim
6. (i) Employee’s compensation claim

(ii) Personal injury claim

7. Employee’s compensation claim
8. Employee’s compensation claim
9. Employee’s compensation claim

10.  Employee’s compensation claim
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Particulars of the claims

On 18 July 2010, the claimant
sustained multiple injuries
include his head, ribs, left
wrist and left chest wall, in
the course of work.

On 8 July 2012, the claimant
sustained back injury in the
course of work.

On 3 July 2013, the claimant
sustained injury to his right
calcaneus in the course of
work.

On 21 September 2013, the
claimant sustained injury to
his left eye in the course of
work.

On 19 October 2013, the
claimant sustained sprain
injury to his back in the
course of work.

On 7 May 2013, the claimant
sustained right knee injuries
in the course of work.

On 29 July 2013, the claimant
sustained injury to his eye in
the course of work.

On 10 January 2014, the
claimant sustained injury to
forehead in the course of
work.

On 2 April 2014, the claimant
suffered from fracture of right
forearm in the course of
work.

On 30 April 2014, the claimant
sustained injury to her head
and eyes in the course of
work.

Covered by
insurance

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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Covered by
Nature of the claims Particulars of the claims insurance

11.  Employee’s compensation claim On 20 October 2014, the Yes
claimant sustained injury to
his left eye in the course of
work.

12. Employee’s compensation claim On 20 December 2014, the Yes
claimant suffered from low
back sprain injury in the
course of work.

13.  Employee’s compensation claim On 5 January 2015, the Yes
claimant sustained injury to
his right hand in the course
of work.

14.  Employee’s compensation claim On 17 March 2015, the Yes
claimant sustained injury to
his chest in the course of
work.

15.  Employee’s compensation claim On 14 May 2015, the claimant Yes
sustained injury to his ankle
and his face in the course of
work.

16.  Employee’s compensation claim On 9 June 2015, the claimant Yes
sustained injury to his leg in
the course of work.

There are insurance policies in place to cover our potential liabilities in relation to the
above. For details, please refer to the paragraph headed “Insurance” in this section.

During the Track Record Period, there were two traffic accidents involving our vehicles
which had resulted in three potential common law claims from three individuals. All three of
the claims were settled in the amount of approximately HK$377,000, HK$120,000 and
HK$80,000 respectively, and were covered under our insurance policy.

We also had two criminal charges brought against Geotech Engineering and Yau Wing
under the Construction Sites (Safety) Regulations in April 2016 alleging failure (i) to take
adequate steps to prevent a person on the site from falling from a height of 2 metres or
more, at a work site; and (ii) to ensure that no such scaffold was substantially added to or
altered except by workmen who were adequately trained and possessed adequate experience
of such work. However, we were acquitted of these charges pursuant to a order dated 20
September 2016.

No provision for litigation claims
Having considered, among other things, (i) the nature and the degree of injuries of the
incidents; (ii) any payments made so far for settlement for the incidents; (iii) the status of

the injured employees; (iv) the estimated total costs of treatment and potential claims against
our Group of the incidents as assessed based on the experience of our management; (v) the
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coverage of insurance policy; and (vi) our Group’s historical litigation records, our Directors
confirm that no provision for contingent liabilities in respect of ongoing and potential
litigations is necessary.

Indemnity given by our Controlling Shareholders

Our Controlling Shareholders have entered into a Deed of Indemnity in favour of us to
provide indemnities on a joint and several basis in respect of, among other matters, any
claims, payments, suits, damages, settlement payments, costs and expenses which would be
incurred or suffered by our Group as a result of any litigation, arbitration and/or legal
proceedings, whether of criminal, administrative, contractual, tortuous or otherwise nature
against any member of our Group in relation to any act, non-performance, omission or
otherwise of any member of our Group on or before the date on which the Share Offer
becomes unconditional. Please refer to the paragraph headed “E. Other information — 1. Tax
and other indemnities” in Appendix IV to this prospectus for details of the Deed of
Indemnity. The Sole Sponsor is satisfied that the Controlling Shareholders have sufficient
financial resources to honour their obligations to provide indemnities in respect of the
aforesaid outstanding claims against our Group under the Deed of Indemnity. Save as
disclosed above, our Directors, to the best of their knowledge, information and belief having
made all reasonable enquiries, are not aware of any litigation proceedings pending or
threatened against us which could have a material adverse effect on our financial condition
or results of operations.

Our Directors confirm that our Group did not receive any notices for any fines or
penalties for any non-compliance that is material and systemic during the Track Record
Period and up to the Latest Practicable Date.

INTERNAL CONTROL

To enhance the effectiveness of our corporate governance, to strengthen our monitoring
and internal control system and to ensure compliance with the relevant laws and regulations,
our Group has engaged an independent internal control adviser, CT Partners Consultants
Limited (“CT Partners”), to perform an internal control review under the Committee of
Sponsoring Organisations of the Treadway Commission’s 2013 framework of the adequacy
and effectiveness of our Group’s internal control system including the areas of financial,
operation, compliance and risk management.

CT Partners has been engaged as an internal control adviser to provide internal control
review services for more than 20 companies which are listed on the Stock Exchange and
based in Hong Kong, Mainland, Singapore and Malaysia since 2013. The key members of its
engagement team are the members of the Hong Kong Institute of Certified Public
Accountants, the Certified Internal Auditor, the member of the Society of Chinese
Accountants and Auditors, the fellow member of the Associations of Chartered Certified
Accountants, the associate member of the Association of International Accountants, the
member of Certified General Accountants Association of British Columbia, the associate of
the Taxation Institute of Hong Kong and the Certified Tax Adviser (HK).
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In April 2016, CT Partners has conducted and completed the first review of our internal
control system, and then advised the recommended measures. During the first review in
April 2016, CT Partners did not identify any material deficiencies in our Group’s internal
control system. The internal control adviser has performed a follow up review in June 2016,
on the implementation of the recommended measures on our internal control system and
there was no findings of material weakness or insufficiency in our Group’s internal control
system. Our Group has adopted the following key measures in connection with our Group’s
business:

e A code of conduct has been established by our management and included in our
staff handbook to govern the conduct of employees and management. The
requirements have been acknowledged by each of our staff.

° Tendering and project management policies and procedures has been established
by our management to govern project tendering, preparation, budgeting,
completion, delivery, and reporting. The policies and procedures have been
communicated to all relevant staff.

e  Suppliers and subcontractors appraisal policies have been established in our
internal control manual. Performance appraisal of the suppliers and subcontractors
will be conducted annually on a set of pre-determined evaluation criteria. Our
executive Director, Ms. Tang, is responsible for supervising the suppliers and
subcontractors appraisal.

In order to ensure continued compliance with the Competition Ordinance, our Group
has adopted the following key measures:

e  Our executive Directors have reviewed the current publications and guidance
materials issued by the Competition Commission established under the
Competition Ordinance to understand the requirements and implications of the
Competition Ordinance.

e  Our executive Directors have reviewed our business practices to identify the areas
and degree of risks in relation to compliance of our business with the
requirements of the Competition Ordinance.

° Training(s) from legal professionals will be arranged for our management and
employees to enhance their awareness of the effect and consequences of bid
rigging and to ensure compliance with the Competition Ordinance. Effective
whistle blowing policy is also in place to minimise the risk of fraudulent act,
criminal offence or wrong doing in the work environment.

° Internal control procedures was set up to help our Group in detecting signs which
may suggest the occurrence of bid rigging during the tendering process, including
conducts periodic comparative analyses or review on (i) the bid price offered by
subcontractor who is often the lowest bidder; (ii) subcontractor failing to bid on a
tender which they would normally be expected to bid for, but continuing to bid
for other tenders; (iii) bids from different companies containing a significant
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number of identical estimates of the cost of certain items; (iv) price or price
ranges offered by the subcontractor that cannot be explained by cost increases;
and (v) a subcontractor’s bid being much higher for a particular contractor than
that subcontractor’s bid for another similar contract.

° Any evidence of bid rigging or other forms of anti-competitive behavior may be
reported to the appropriate authorities.

e  We will from time to time seek advice from professional advisers on the effect of
the Competition Ordinance on our business operations to ensure due compliance
of the Competition Ordinance.

Our Group has also adopted the following anti-corruption measures:

e  We have established anti-bribery policies and guidance in staff handbook and our
staff are required to strictly follow the policies.

e  Our staff are required to immediately report any suspected incidents of bribery
and corruption to our executive Director, Ms. Tang, who will then carry out any
further investigations if necessary and determine the appropriate course of action,
and report and discuss with our Board.

e We will provide training to our staff and update on recent anti-bribery and
corruption issues, when appropriate.

e  Whistle blower programme has been in place and accessible by our staff and
external parties, including a dedicated hotline and an email address, to receive
reports of alleged corruption on a no-repercussion basis, with the option of
anonymity.

In order to be in compliance with the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules, our Group has adopted the following key measures:

° We shall establish system and manuals in relation to, among others, distribution of
annual and interim reports and publication, handling and monitoring of inside
information prior to public announcement and other requirements under the
Listing Rules.

° On 21 June 2016, our Directors attended training sessions conducted by our legal
advisers as to Hong Kong law on the ongoing obligations and duties of a director
of a company whose shares are listed on the Stock Exchange.

e We will engage external internal control adviser to have an annual review on the

adequacy and effectiveness of our internal control system, including areas of
financial, operational, compliance and risk management.
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e  We have engaged RHB Capital as our compliance adviser for a term as required
under the Listing Rules to advise our Board on compliance matters in relation to
the Listing Rules.

e We have established an audit committee which comprises all independent
non-executive Directors. The audit committee has adopted its terms of reference
which sets out clearly its duties and obligations to, among other things,
overseeing the internal control procedures and accounting and financial reporting
matter of our Group, and ensuring compliance with the relevant laws and
regulations. For the biographical details of the independent non-executive
Directors, please refer to the section headed “Directors and senior management”
in this prospectus.

e  When considered necessary and appropriate, we will seek professional advice and
assistance from external legal advisers and/or other appropriate independent
professional advisers with respect to matters related to our internal controls and
legal compliance.

On 7 July 2017, CT Partners performed follow up review on our internal control
system and CT Partners did not note any findings of material weakness or insufficiency in
our Group’s internal control system.

Our Directors confirm that the internal control measures implemented by our Group are
adequate and effective.

Indemnity given by our Controlling Shareholders

Our Controlling Shareholders, collectively as the indemnifiers, entered into the Deed of
Indemnity on 21 September 2017 pursuant to which our Controlling Shareholders have
agreed, subject to the terms and conditions of the Deed of Indemnity, to indemnify our
Group in respect of, among other matters, all losses and liabilities which may arise as a
result of any non-compliance of our Group with the applicable laws, rules or regulations on
or before the date on which the Share Offer becomes unconditional. Further details of the
Deed of Indemnity are set out in the paragraph headed “E. Other information — 1. Tax and
other indemnities” in Appendix IV to this prospectus.

RISK MANAGEMENT

Our management has designed and implemented risk management policies to address
various potential risks identified in relation to our operations, including operational risks,
financial risks and legal risks. Our risk management policy sets out procedure to identify,
analyse, mitigate and monitor various risks. We are dedicated to monitoring the effectiveness
of such policies. Our Board is responsible for overseeing our overall risk management and
assessing and updating our risk management policy on a quarterly basis. Our risk
management policy also sets out the reporting hierarchy of risks identified in our operations.
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Project risk management
Projects and customers

We recognise that our Government tendering is critical to our financial performance
and business sustainability. In this regard, we maintain good working relationship with
Government departments and statutory bodies, main contractors and developers in Hong
Kong. We will also ensure that sufficient resources and capacities are made available
whenever opportunities arise so as to constantly secure new tender contracts in particular to
retain our position as one of the top five slope works contractors (by revenue) in Hong
Kong. Furthermore, with the net proceeds from the Share Offer, our Group will increase our
financial and operational capacities in order to take on more projects.

We have also established procedures for assessing and monitoring project risk. In our
preparation of quotations and tendering of projects, our construction department will
consider and evaluate our customers’ financial status, payment records and the adequacy of
our internal resources and capacity for the duration of the said project before a decision is
made. Final approval from executive Directors is needed before any submission of quotation.
We are also mindful of not being over-reliant on any specific customer.

At any point in time, we undertake a number of projects at varying stages of
completion with different progress claims made. As such, our Directors are of the view that
as long as our projects are contracted on a budgeted positive gross profit margin, our cash
outflow will unlikely to exceed our cash inflow. Furthermore, the credit terms of 21 to 30
days granted to our customers will limit our financial risks and our financial department also
monitors the payment pattern of our customers regularly and closely. Our executive
Directors will review the situation and evaluate project opportunities with new/other
customers if there are signs of slowdown in securing projects and/or changes in payment
pattern from our existing customers.

Suppliers and subcontractors

We have adopted a policy of maintaining good working relationship with a group of
reliable suppliers and subcontractors with on-time payments. Having a good working
relationship with our suppliers and subcontractors, maintaining at least more than one
supplier or subcontractor in a major category of supplies or services and constantly sourcing
for reliable suppliers and subcontractors will reduce risk in this aspect of contract risk. We
also maintain an approved vendor list and annually evaluate our suppliers and
subcontractors.

Loss of key personnel
Our executive Directors will ensure that suitable and sufficient numbers of staff are
properly appointed and assigned to manage each project. This will ensure that sufficient

experience and technical knowledge are available within the project team and any loss of
any team member will have limited impact on the continuity of project implementation.
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Regulatory risk management

Our Group keeps abreast of any changes in government policies, regulations, licensing
requirement and permits and safety requirements and we are aware that any non-compliance
of the above may impact on our operation and business. We will ensure that all changes in
government policies, regulations, licensing requirement and permits and safety requirements
are closely monitored and communicated to our project managers, assistant managers, site
agents, safety manager, environmental manager and our executive Directors for proper
implementation and compliance.

Our Directors confirm that as at the Latest Practicable Date, they are not aware of any
impending changes in the relevant laws, rules and regulations in Hong Kong that would
affect our Group.

Ongoing measures to implement the risk management policies

In order to continuously improve our Group’s risk management system in the future,
our Group has established an ongoing process for identifying, evaluating and managing the
significant risks faced by our Group. The key procedures that our Group has established and

implemented are summarised as follows:

(i) segregating duties and functions of the respective operational departments of our
Group;

(i) monitoring the budget and financial performance;

(iii) reviewing systems and procedures to identify, measure, manage and control risks
including reputation, legal, credit, market and operational risks;

(iv) handling price-sensitive information by setting out the procedures and policies;
and

(v) updating the staff handbook, internal control manual and compliance manual when
there are changes to business environment or regulatory guidelines.
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RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS

CONTROLLING SHAREHOLDERS

Immediately following completion of the Share Offer and the Capitalisation Issue
(assuming the Over-allotment Option is not exercised and without taking into account the
Shares which may be issued upon the exercise of the options which may be granted under
the Share Option Scheme), Flourish Team and Double Wink effectively hold as to
approximately 73.4% and 1.6% of the total issued share capital of our Company
respectively. As at the Latest Practicable Date, Flourish Team was owned as to 48.98% by
Mr. Yau, 48.98% by Mr. Cheung and 2.04% by Mr. Kung and Double Wink is wholly-owned
by Ms. Tang. In short, Flourish Team and Double Wink are expected to control 75% of the
total issued share capital of our Company upon the Listing. Flourish Team and Double Wink
are investment holding companies and have not commenced any substantive business
activities as at the Latest Practicable Date.

Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang have been acting in concert with each
other in respect of all operational and financial matters and major decisions of the operating
subsidiaries of our Group and have confirmed this arrangement in the Concert Party Deed
(for details, please refer to the paragraph headed “Concert Party Deed” in this section
below).

To ensure that competition will not exist in the future, each of our Controlling
Shareholders has entered into the Deed of Non-competition in favour of our Group to the
effect that each of them will not, and will procure each of their respective associates not to,
directly or indirectly participate in, or hold any right or interest, or otherwise be involved in
any business which may be in competition with our businesses.

CONCERT PARTY DEED

Over the course of our business history, Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang
were either legal owner of the shares in each of our Operating Subsidiaries (as defined
below) comprising our Group, or shared the operating results in these Operating Subsidiaries
as business beneficiaries. Each of Mr. Yau, Mr. Cheung, Mr. Kung and Ms. Tang has, in
exercising and implementing the management and operation of these Operating Subsidiaries,
been acting in concert with each other. As we were a group of private entities in the past,
these arrangements were not formalised in writing and each of Mr. Yau, Mr. Cheung, Mr.
Kung and Ms. Tang was content with these arrangements based on their close and long-term
business and personal relationship, as well as the trust and confidence they have in each
other.

Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang, Flourish Team and Double Wink have
confirmed that the acting in concert arrangements with respect to each Operating Subsidiary
had become effective upon any of them becoming the registered shareholder of each such
Operating Subsidiary.
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On 21 September 2017, in preparation for the Listing, Mr. Yau, Mr. Cheung, Mr. Kung,
Ms. Tang, Flourish Team and Double Wink executed the Concert Party Deed, whereby they
confirmed the existence of their acting in concert arrangements in the past, as well as their
intention to continue to act in the above manner upon the Listing to consolidate their control
of our Group until the Concert Party Deed is terminated by them in writing. The Concert
Party Deed covers our Company and four operating subsidiaries (the “Operating
Subsidiaries”, and each, a “Operating Subsidiary”), namely Geotech Engineering,
GeoResources, Richway and Yau Wing. The Concert Party Deed contains the following
salient terms:

According to the Concert Party Deed, with respect to the businesses of the Operating
Subsidiaries, each of Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang, Flourish Team and Double
Wink confirm to each other that, for the entire duration when all of them were/are
contemporaneously either the legal owners of shares and/or the business beneficiaries in
each of the Operating Subsidiaries and, after the incorporation of our Company:

(a) they had agreed to, and shall continue to, consult each other and reach unanimous
consensus among themselves on such matters being the subject matters of any
shareholders’ resolution prior to putting forward such resolution to be passed at
any shareholders’ meeting of our Company and the Operating Subsidiaries (as the
case may be) and have historically voted on such resolutions in the same way;

(b) where there was or is any suitable business opportunity or project for our Group,
they have been engaging in, and shall continue to engage in, discussions as to
whether they should participate and, if so, in whose name amongst themselves
they should participate and the extent of participation in terms of investment and
management; and

(c) they have centralised, and shall continue to centralise, the ultimate control and
right to make final decisions with respect to their interests in the businesses and
projects of our Group.

Hence, pursuant to the Concert Party Deed, Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang,
Flourish Team and Double Wink will together be entitled to exercise and control
approximately 75% of our entire issued share capital upon the completion of the
Capitalisation Issue and the Share Offer (assuming the Over-allotment Option is not
exercised and without taking into account the Shares which may be issued upon the exercise
of the options which may be granted under the Share Option Scheme).
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EXCLUDED BUSINESS
Background

During the Track Record Period, our Controlling Shareholders were interested in
certain other businesses also involved in the civil engineering industry.

Our Controlling Shareholders have disposed of, or procured their associates to dispose
of their respective interest in (and where applicable, resigned as directors from) companies
in the civil engineering industry as set out below (the “Disposals”). These disposals were all
completed on 29 December 2015 and, immediately after such disposals, such companies
were wholly-owned and managed by independent third parties. These investments by our
Controlling Shareholders and/or their associates in these companies can be categorised as
follows: (i) passive investments in two major suppliers; (ii) investments with independent
third parties; and (iii) wholly-owned investments (collectively, the “Disposed Companies”).
The Disposed Companies were all incorporated and operated in Hong Kong. Our Group is
focused on slope works, particularly serving as a main contractor for projects as detailed in
the section headed “Business” in this prospectus. Our Controlling Shareholders confirm that
none of these companies were involved as a main contractor for slope work projects and
substantially all of them were involved in other types of works in the civil engineering
industry (such as foundation works, landscaping works), as materials suppliers or were
inactive prior to the Disposal. Details of these companies are set out below.

Passive investments in two major suppliers

Prior to the Disposal, Ms. Yam Yau Tim (spouse of Mr. Yau) and Mr. Ko Yan Chi
(nephew of Mr. Cheung) were interested in U-Win C&E and Mr. Yau was interested in Shun
Hip. U-Win C&E and Shun Hip are subcontractors and two of our major suppliers during
the Track Record Period. Details of these companies are as follows:

Name of
company Principal business activities Financial information prior to Disposal (Note)
2013 2014 2015
HK$ million HKS$ million HKS$ million
U-Win C&E  Provision of civil Revenue: 44.8 Revenue: 58.1 Revenue: 74.4
engineering construction Net profit: 2.0 Net profit: 2.7 Net profit: 1.3
services
Shun Hip Landslip prevention and Revenue: 21.2 Revenue: 20.7 Revenue: 33.1
mitigation subcontractor Net profit: 0.4 Net loss: 0.5 Net profit: 1.1

Note: The financial information of these companies were not audited by the Reporting Accountants.
Prior to the Disposal by Ms. Yam Yau Tim, Mr. Ko Yan Chi and Mr. Yau,
° U-Win C&E was owned as to 25% by Ms. Yam Yau Tim and 25% by Mr. Ko Yan

Chi. The remaining interest of 50% was owned by an independent third party,
who was therefore also the largest shareholder of U-Win C&E; and
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e  Shun Hip was owned as to 60% by Mr. Yau and the remaining interest was owned
by two independent third parties.

U-Win C&E was incorporated in 2003 and in the early beginning of this company, it
was owned as 80% by Ms. Yam Yau Tim and 20% by Mr. Yau. Ms. Yam Yau Tim disposed
of 50% interest in U-Win C&E to an independent third party who had experience in the
industry in 2011, whereby this independent third party became the largest shareholder. In the
same year, Ms. Yam Yau Tim and Mr. Yau transferred 5% and 20% in U-Win C&E
respectively to Mr. Ko Yan Chi. Mr. Yau had not been a shareholder in U-Win C&E since
2011 but Ms. Yam Yau Tim and Mr. Ko Yan Chi were shareholders in U-Win C&E prior to
the Disposal. Prior to the Disposal, Ms. Yam Yau Tim and Mr. Ko Yan Chi were passive
investors in U-Win C&E and not actively involved in its daily operations and management.
All four directors prior to the Disposal were independent third parties.

Prior to the Disposal, Mr. Yau was a passive investor in Shun Hip and not actively
involved in its daily operations. Out of the three directors of Shun Hip prior to the Disposal,
one was Mr. Yau and the other two directors were independent third parties. After the
Disposal, Mr. Yau resigned as a director of this company.

Investments with independent third parties
Prior to the Disposal, our Controlling Shareholders and/or their associates had
investments with other independent third parties in companies with similar business as our

Group. Details of these companies are as follows:

Principal business

Name of company activities Financial information prior to Disposal (Note 1)
2013 2014 2015
HK$’000 HK$’000 HK$’000

Investments in companies where 50% or more of interest were held by independent third parties

Devoni GI Limited

Kwan Fai Construction
Limited

U-Win Foundation Co.,
Limited

Kwan Fai Company
Limited

Geotech Union
Engineering Limited

Provision of land
improvement and
ground investigation
services

Provision of
engineering services

Provision of foundation
works

Inactive (Note 4)

Constructing and
engineering

Revenue: 5,535
Net profit: 367

(Note 2)

(Note 3)

Revenue: 24,536

Net profit: 1,220

(Note 5)
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Revenue: 10,850
Net profit: 5,073

Revenue: 5,107
Net loss: 1,042
(Note 2)
Revenue: 22,830
Net profit: 2,600
(Note 3)
Revenue: 9,718
Net loss: 520
(Note 4)
Revenue: 10,944
Net profit: 1,195
(Note 5)

Revenue: 11,200
Net profit: 4,824

Revenue: 13,195

Net loss: 2,473

Revenue: 22,003
Net profit: 2,623

(Note 4)

Revenue: Nil
Net profit: Nil
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Name of company

Other companies
Greenland Resources
Limited

Allbest Business
Limited

Wah On Garden
Landscaping Limited

Kinli Civil Engineering
Limited

Notes:

Principal business
activities

Sale of landscaping
materials and
provision of
landscape engineering
services

Provision of ground
investigation services

Provision of soft
landscaping works

Constructing and
engineering

Financial information prior to Disposal (Note 1)

2013
HK$°000

Revenue: 30,598
Net profit: 758

Revenue: Nil
Net profit: Nil
Revenue: 28,178
Net profit: 377
(Note 6)

2014
HKS$°000

Revenue: 35,648
Net profit: 1,163

Revenue: Nil
Net loss: 12
Revenue: 9,260
Net profit: 364
(Note 6)

2015
HKS$°000

Revenue: 35,446
Net profit: 1,488

Revenue: 2,772
Net loss: 653
Revenue: 9,697
Net profit: 536
Revenue: 2,387
Net profit: 141
(Note 6)

(1)

2

(3)

)

%)

(6)

The following information is based on the audited accounts (or if unavailable, the unaudited
management accounts) of such companies for the most recent full financial years. The financial
information of these companies were not audited by the Reporting Accountants.

Kwan Fai Construction Limited was incorporated in 2013. The financial information provided relates
to the period from incorporation to the financial year end in 2014.

U-Win Foundation Co., Limited was incorporated in 2012. The financial information provided relates
to the period from incorporation to the financial year end in 2014.

Kwan Fai Company Limited was principally engaged in providing engineering services but ceased
business since 2014 as it was not particularly successful and was loss-making in recent years as seen
above. The financial information relates the financial year ending upon the business cessation date.

Geotech Union Engineering Limited was incorporated in 2012. The financial information provided
relates to the period from incorporation to the financial year end in 2014.

Kinli Civil Engineering Limited was incorporated in 2013. The financial information provided relates
to the period from incorporation to the financial year end in 2015.

Prior to the Disposal in Devoni GI Limited, Kwan Fai Construction Limited, U-Win
Foundation Co., Limited, Kwan Fai Company Limited, a majority of the interests in such
companies were owned by independent third parties and a majority or all of the directors of
such companies were independent third parties. In the case of Geotech Union Engineering
Limited, 50% of the interests were owned by an independent third party and this individual
was also its sole director. Our Controlling Shareholders and/or their associates were
interested as passive investors in such companies. Although Kwan Fai Construction Limited,
Kwan Fai Company Limited, Geotech Union Engineering Limited were involved as
subcontractors for slope works, Devoni GI Limited and U-Win Foundation Co., Limited
were principally focused on non-slope works in the civil engineering industry such as land
improvement and ground investigation services and foundation works.
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Only in the case of Greenland Resources Limited, Allbest Limited, Wah On Garden
Landscaping Limited, Kinli Civil Engineering Limited and Greenfield Garden Limited did
our Controlling Shareholders and/or their associates had a majority interest and together had
control of their board. However, as seen from the principal business activities above, these
companies were principally focused on non-slope works in the civil engineering industry
such as landscaping works, ground investigation services and in the case of Kinli Civil
Engineering Limited, it had limited operations and was focused on drainage works.

The Disposed Companies also included Greenfield Garden Limited, a company
incorporated in 2014 and owned by Mr. Cheung, Mr. Yau and an independent third party.
Mr. Cheung and Mr. Yau confirm that the company was originally incorporated for purposes
of providing landscaping works but had not operated any business since its incorporation up
to the Disposal due to lack of opportunities. Accordingly, it did not generate any revenue
prior to the Disposal.

After the Disposal, our Controlling Shareholders and/or their associates no longer had
interest in the above companies and where applicable, have ceased to be their directors.

Wholly-owned investments
There were only two companies out of the Disposed Companies which our Controlling
Shareholders and/or associates wholly-owned together prior to the Disposal. Details of these

companies are as follows:

Principal business

Name of company activities Financial information prior to Disposal (Notel)
2013 2014 2015
HK$ million HK$ million HK$ million
Geoscape & General trading and Revenue: 4.3 Revenue: 6.0 Revenue: 3.6
Environmental Limited provision of Minimal net profit Net profit: 0.3 Net loss: 0.2
engineering services
Independent Testing Trading of safety (Note 2) Revenue: 0.2 Revenue: 0.2
Limited products and provision Minimal net profit ~ Minimal net profit
of consultancy service (Note 2)
Notes:

(1)  The following information is based on the audited accounts (or if unavailable, the unaudited
management accounts) of such companies for the most recent full financial year prior to the Disposal
on 29 December 2015. Accordingly, the financial information up to 2014 is provided where the
financial year end for a company is 31 December. The financial information of these companies were
not audited by the Reporting Accountants.

(2)  Independent Testing Limited was incorporated in 2014. The financial information provided relates to
the period from incorporation to the financial year end in 2014.

These two companies were principally focused on non-slope works in the civil
engineering industry specifically in trading. After the Disposal, our Controlling Shareholders
and/or their associates no longer had interest in the above companies and where applicable,
have ceased to be their directors.

- 197 -



RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS

Reasons for transactions with certain Disposed Companies

We maintained an internal list of approved suppliers for subcontracting services and
materials supply. In maintaining such lists and choosing a subcontractor or materials supplier
(as the case may be) for our projects, we carefully evaluate their performance and make a
selection based on a number of factors. In the past, we have considered certain Disposed
Companies along with our independent third party suppliers for engagement in our projects.
Given that U-Win C&E and Shun Hip met our criteria and were on the list of approved
subcontractors, we engaged them as subcontractors for some of our projects. These two
companies were two of our major suppliers during the Track Record Period (for further
details of our process and factors to consider in choosing subcontractors, suppliers and
transactions with U-Win C&E and Shun Hip during the Track Record Period, please refer to
the section headed “Business — Suppliers” in this prospectus). As certain other Disposed
Companies met our criteria, we similarly considered engaging them as subcontractors or
materials suppliers for our projects (for further details of our related party transactions prior
to the Disposal, please refer to note 27 to the Accountants’ Report set out in Appendix I to
this prospectus). After the Disposal, certain Disposed Companies may continue to have
business relationships with us either in our ongoing projects or may be engaged in our
future projects if they continue to meet our criteria and offer terms as competitive as those
provided by independent third parties.

Having considered that we had other independent third party suppliers providing
similar services or materials at comparable terms as the Disposed Companies, our Directors
did not consider the Disposed Companies integral to our Group’s operations.

It is the view of our Directors that each of the related party transactions with such
companies were conducted in our ordinary and usual course of business and on normal
commercial terms between the related parties and us or on terms no less favourable than
terms available from independent third parties, and were fair and reasonable and in the
interest of our Group and our Shareholders as a whole and would not distort our results
during the Track Record Period.

Reasons for exclusion and Disposal

Our Controlling Shareholders considered the following factors in deciding to exclude
the Disposed Companies from our Group: (i) as explained above, a majority of the Disposed
Companies were investments by our Controlling Shareholders and/or their associates with
other independent third party shareholders and in certain cases including our passive
investment in our two major suppliers, our Controlling Shareholders and/or their associates
were not involved in daily operations nor did they have control of the board; (ii) as
explained above, none of these companies were considered integral to our Group’s
operations given suitable independent third parties suppliers; and (iii) considering the
principal business activities of our Group covered our core services, inclusion of such
companies was considered unnecessary and exclusion of such companies simplified our
Group’s structure.
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After deciding to exclude these companies from our Group, our Controlling
Shareholders, which include our four executive Directors, disposed of, or procured their
associates to dispose of their respective interest in (and where applicable, resigned as
directors from) the Disposed Companies. The reasons for such Disposal was to avoid actual
or potential conflict involving our Group’s business and to allow our Directors to better
focus on the business and operation of to our Group.

Remaining investments

Other than the above companies, as at the Latest Practicable Date, our Controlling
Shareholders and their respective close associates are also interested in and are directors of
certain companies or entities which engaged in businesses different from those of our Group
such as the investment holding and property holding companies which we leased certain
premises and received property management services from as referred to in the paragraph
headed “Independence of our Group” in this section. Transactions with these companies are
not expected to continue after Listing and have ceased prior to the Latest Practicable Date.

RULE 8.10 OF THE LISTING RULES

Except as noted above, none of our Controlling Shareholders nor any of our Directors
and their respective close associates was, as at the Latest Practicable Date, interested in any
business apart from our Group’s business which competes or is likely to compete, directly or
indirectly, with our Group’s business, and would require disclosure pursuant to Rule 8.10 of
the Listing Rules.

DEED OF NON-COMPETITION

For the purpose of the Listing, each of our Controlling Shareholders, Mr. Yau, Mr.
Cheung, Mr. Kung, Ms. Tang, Flourish Team and Double Wink (each a “Covenantor”, and
collectively, the “Covenantors”) has given certain non-competition undertakings in favour
of our Company (for itself and as trustee for other members of our Group) under the Deed
of Non-competition, pursuant to which each of the Covenantors, irrevocably and
unconditionally, jointly and severally, undertakes to and covenants with our Company (for
itself and as trustee for other members of our Group) on the following terms with effect
from the Listing Date and for as long as our Shares remain listed on the Stock Exchange
and the Covenantors, individually or collectively with their close associates, are, directly or
indirectly, interested in not less than 30% of our Shares in issue, or are otherwise regarded
as Controlling Shareholders:

(1) undertaking not to engage in competing business: each of the Covenantors shall
not, and shall procure each of his/her/its close associates (other than our Group)
not to, whether on his/her/its own account or in conjunction with or on behalf of
any person, firm or company and whether directly or indirectly (other than
through our Group), whether as a shareholder, director, employee, partner, agent
or otherwise (other than being a director or shareholder of our Group or members
of our Group), carry on or be engaged in, directly or indirectly, a business which
is, or be interested or involved or engaged in or acquire or hold any rights or
interest (save for the holding in aggregate by the Covenantors and their close

- 199 -



RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS

(i1)

(iii)

associates of not more than 5% shareholding interest in any company listed on the
Stock Exchange or any other stock exchange) or otherwise involved in (in each
case whether as a shareholder, partner, agent or otherwise and whether for profit,
reward or otherwise) any business which competes or may in any aspect compete
directly or indirectly with the business or which is similar to the business
currently and may from time to time be engaged by our Group (including slope
works and ground investigation field works in Hong Kong and businesses
ancillary to any of the foregoing) (the “Restricted Business”);

undertaking not to solicit staff, etc.: each of the Covenantors:

a.  will not, and will procure his/her/its close associates (other than our Group)
not to, invest or participate in any project or business opportunity that
competes or may compete, directly or indirectly, with the business activities
engaged by our Group from time to time unless pursuant to the provisions
stipulated in the Deed of Non-competition;

b.  will not offer employment to, enter into a contract for the services of, or
attempt to solicit or seek to entice away from our Group any individual who
is a director, officer, manager or employee of our Group, or procure or
facilitate the making of any such offer or attempt by any other person;

c. will not, without the consent from our Company, make use of any
information pertaining to the business of our Group which may have come to
his/her/its knowledge in his/her/its capacity as the Controlling Shareholder
for any purposes other than for the exercise of shareholders’ rights; and

d. will address such other enquiries as may be made by the Stock Exchange,
the SFC, any other regulatory bodies or our Company from time to time;

undertakings in respect of new business opportunity: if each of the Covenantors
and/or any of his/her/its close associates (other than our Group) is offered or
becomes aware of any project or new business opportunity (the “New Business
Opportunity”) that relates to the Restricted Business, whether directly or
indirectly, he/she/it shall:

a. promptly in any event not later than seven days from the date of offer or
becoming aware of the New Business Opportunity notify our Company in
writing (the “Offer Notice”) of such opportunity and provide such
information as is reasonably required by our Company in order to enable our
Company to come to an informed assessment of such opportunity; and

b.  use his/her/its best endeavours to procure that such opportunity is offered to
our Company on terms no less favourable than the terms on which such
opportunity is offered to he/she/it and/or his/her/its close associates (other
than our Group).
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If our Group gives a written notice declining the New Business Opportunity and
confirming that the New Business Opportunity would not constitute competition with
the business of our Group, or if our Group has not sent such written notice to the
Covenantors within 30 business days from our Group’s receipt of the Offer Notice, the
Covenantors will be entitled to pursue the New Business Opportunity. The Covenantors
agree to extend the 30 business days to a maximum of 60 business days if our Group
requires further time to assess the New Business Opportunity by giving a written notice
to the Covenantors within the original period of 30 business days.

(iv) general undertakings: each of the Covenantors shall:

a. provide our Company and our Directors (from time to time) with all
information necessary and requested by the independent non-executive
Directors, including but not limited to monthly turnover records and any
other relevant documents considered necessary by the independent
non-executive Directors for their annual review with regard to the
compliance and/or enforcement of the terms of the Deed of Non-competition
and the enforcement of the non-competition undertakings in the Deed of
Non-competition;

b. provide our Group, after the end of each financial year of our Company,
with a declaration made by each of the Covenantors which shall state
whether or not he/she/it has during that financial year complied with all the
terms of the Deed of Non-competition, and if not, particulars of any
non-compliance, which declaration (or any part thereof) may be reproduced,
incorporated, extracted and/or referred to in the annual report of our
Company for the relevant financial year, such annual declaration shall be
consistent with the principles of making voluntary disclosure in the corporate
governance report of our Group;

c. allow our Directors, their respective representatives and the auditors to have
sufficient access to the records of the Covenantors and his/her/its close
associates to ensure their compliance with the terms and conditions under the
Deed of Non-competition; and

d. on demand do all such acts and things and execute all such deeds and
documents as may be necessary to carry into effect or give legal effect to the
provisions of the Deed of Non-competition and the transactions
contemplated.

Each of the Covenantors has undertaken to our Company that he/she/it will
abstain from voting on the board level or the shareholder level of our Company and
will not be counted in the quorum if there is any actual or potential conflict of interest
in relation to the Restricted Business and the New Business Opportunity.
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To ensure that the terms of the Deed of Non-competition are observed, our
independent non-executive Directors will, based on the information available to them,
review on an annual basis (i) the compliance with and the enforcement of the Deed of
Non-competition; and (ii) all the decision made by our Group in relation to whether to
take up any New Business Opportunity.

INDEPENDENCE OF OUR GROUP

Having taken into account of the following factors, our Directors are satisfied that our
Group is capable of carrying on our business independently of our Controlling Shareholders
and their respective close associates (other than our Group) after the Listing.

Financial independence

Our Directors are of the view that our Group does not unduly rely on the advances
from our Controlling Shareholders and related parties and our Group has sufficient capital to
operate its business independently, and has adequate internal resources for its business
operations. During the Track Record Period, our Group’s bank facilities for overdraft and
loans were secured by securities and guarantees provided by our Controlling Shareholders
and/or their associates (for further details, please refer to the section headed “Financial
information — Indebtedness — Bank borrowings” in this prospectus). However, such securities
and guarantees in respect of our bank facilities for overdraft and loans will be released upon
Listing. During the Track Record Period, we had certain amounts due to and from our
Directors and related companies as detailed in the section headed “Financial information —
Analysis of various items from the combined statements of financial position — Amounts due
from/to Director(s) and related companies” in this prospectus. As at 30 April 2017, the
amounts due from our Directors was approximately HK$10.0 million, the amounts due from
the related companies was approximately HK$0.4 million and the amounts due to our
Directors was approximately HK$2,000. Any outstanding amount due from and/or to our
Directors and/or their related companies will be fully settled prior to the Listing. Our
Directors believe that our Group is capable of obtaining financing from external sources
without reliance on our Controlling Shareholders. Furthermore, our Group has its own
financial department and has established its own financial and accounting system
independent of our Controlling Shareholders. Our Group has its own bank account, makes
its tax registrations and has employed a sufficient number of financial accounting personnel.
Accordingly, our Directors consider that our Group is capable of operating independently
from a financial perspective.

Operational independence

During the Track Record Period, we purchased certain materials and received
subcontracting services from companies which our Controlling Shareholders or their
associates were interested as detailed in note 27 to the Accountants’ Report set out in
Appendix I to this prospectus. Given our Directors’ view that independent third party
providers of similar material and services at similar terms are available as detailed in the
section headed “Business — Suppliers — Concentration of suppliers” in this prospectus, we
are not overly reliant on the companies which our Controlling Shareholders or their
associates are interested in the supply of materials or subcontracting services. Our
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Controlling Shareholders and/or their associates have also disposed of their respective
interests in certain companies with businesses similar to our Group’s business on 29
December 2015 to independent third parties as set out in the paragraph headed “Excluded
business” in this section.

We also leased certain premises and received property management services during the
Track Record Period from Geotech Engineering Development Limited (now known as TK &
Y Development Limited), Geotech Investment Company Limited (now known as TK & Y
Investment Company Limited) and Grand Famous Investment Limited which Mr. Yau and/or
Mr. Cheung are interested. We have since ceased such transactions prior to Listing. As at the
Latest Practicable Date, all our premises our leased from independent third parties. For
further details of our current leased properties, please refer to the section headed “Business
— Properties” in this prospectus. Accordingly, we are not reliant on our Controlling
Shareholder for our leased premises as at the Latest Practicable Date.

Furthermore, having considered that (a) we have established our own operational
structure comprising individual departments, each with specific areas of responsibilities; (b)
we have established a set of internal control procedures to facilitate the effective operation
of our business; (c) we have not shared our operational resources, marketing, sales and
general administration resources with our Controlling Shareholders and/or their associates;
(d) as at the Latest Practicable Date, our Group had independent access to our suppliers and
customers; and (e) all interest and title in the trademark application by Mr. Yau was assigned
to a member of our Group as detailed in the paragraph headed “B. Further information about
the business — 2. Intellectual property rights of our Group” in Appendix IV to this
prospectus and all the trademarks relevant to our Group’s business are registered in the
name of a member of our Group, our Directors consider that our Group’s business operation
does not rely on our Controlling Shareholders and our Group operates independently.

Management independence

Our Group’s management and operational decisions are made by our Board and a team
of senior management. Our Board consists of seven members, comprising of four executive
Directors and three independent non-executive Directors. All of our executive Directors are
Controlling Shareholders. Notwithstanding this, the Directors consider that our Board and
team of management will function independently because:

(a) each of our Directors is aware of his or her fiduciary duties as a director which
require, among other things, that he or she acts for the benefit and in the best
interests of our Company and does not allow any conflict between his duties as a
Director and his or her personal interest;

(b) in the event that there is a potential conflict of interest arising out of any
transaction to be entered into between our Group and our Directors or their
respective associates, the interested Director(s) shall abstain from voting at the
relevant meeting of the Board in respect of such transaction and shall not be
counted in the quorum;
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©

(d)

the independent non-executive Directors will bring independent judgement to the
decision making process of our Board; and

the senior management are independent and possesses in-depth experience and
understanding of the industry in which our Group is engaged.

Our Directors are therefore of the view that we are capable of managing our business
independently from our Controlling Shareholders after the Listing.

CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following corporate governance measures to avoid
potential conflict of interests and safeguard the interests of our Shareholders:

(@)

(b)

(c)

compliance with the Listing Rules, in particular strictly observe any proposed
transactions between us and connected persons and comply with the reporting,
annual review, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules where applicable;

appointment of RHB Capital as our compliance adviser for a term as required
under the Listing Rules to advise us on the compliance matters in respect of the
Listing Rules including various requirements relating to directors’ duties and
internal controls. Please refer to the section headed “Directors and senior
management — Compliance adviser” in this prospectus for further details in
relation to the appointment of compliance adviser; and

appointment of three independent non-executive Directors in order to achieve a
balanced composition of executive and non-executive Directors in our Board. We
believe our independent non-executive Directors possess the qualification,
integrity and they are free of any business or other relationship which could
interfere in any material manner with the exercise of their independent judgment
and will be able to provide an impartial, external opinion to protect the interests
of our public Shareholders. Further details of our independent non-executive
Directors are set out in the section headed “Directors and senior management” in
this prospectus.
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GENERAL

The Board currently consists of seven Directors comprising four executive Directors
and three independent non-executive Directors. Our Board is responsible for and has the
general powers in managing and conducting our Company’s business. The following table
sets out the information regarding the members of our Board and senior management:

Relationship
Date of with other
appointment Director(s)
Date of as Director/ and/or
joining our senior Principal senior
Name Age Group management  Position responsibilities management
Mr. YAU Kin 60 August 6 June 2016  Executive Overall business Nil
Wing Sino 1994 Director and development and
(EREESE5EE) Chairman of financial and
the Board strategic planning
of our Group
Mr. CHEUNG 62 May 1997 6 June 2016  Executive Overall business Nil
Ting Kam Director and development and
(SREHIE) Vice Chairman financial and
of the Board strategic planning
of our Group
Mr. KUNG 43 July 2001 6 June 2016  Executive Overall construction  Nil
Ho Man Director and projects
(et Chief management and
Executive daily operation of
Officer our Group
Ms. TANG Ka 42 May 2005 6 June 2016  Executive Overall construction  Nil
Wa Danise Director projects
(Hs¥ELt) management
Mr. FUNG 68 September 19 September Independent Providing Nil
Chi Kin 2017 2017 non-executive independent
(HREIEE) Director judgement on our
strategy,
performance,
resources and
standard of
conduct
Mr. CHEUNG 44 September 19 September Independent Providing Nil
Wai Lun 2017 2017 non-executive independent
Jacky Director judgement on our
(SRefeff B ) strategy,
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Name Age
Mr. CHOW 34
Chun To
(A IRREEE)

IP Ying Hang 32
(FEwuE)

DIRECTORS

Executive Directors

Date of
joining our
Group

September
2017

December
2015

Date of

appointment

as Director/

senior

management Position

19 September Independent

2017 non-executive

Director

6 June 2016 Financial
controller and
company
secretary

Principal
responsibilities

Providing
independent
judgement on our
strategy,
performance,
resources and
standard of
conduct

Financial reporting,
financial
planning, treasury,
financial control
and overall
company
secretarial matters

Relationship
with other
Director(s)
and/or
senior
management

Nil

Nil

Mr. YAU Kin Wing Sino (EB#E&5%E4%), aged 60, is the chairman of the Board, the
founder of our Group and a Controlling Shareholder of our Company. He was appointed as a
Director on 6 June 2016 and redesignated as an executive Director on 21 September 2017.
Mr. Yau is primarily responsible for overall business development and financial and strategic
planning of our Group. He is also a director of Praise Marble, Geotech Engineering,
GeoResources, Richway and Yau Wing.

Mr. Yau has over 25 years of experience in the civil engineering industry in Hong
Kong. He set up U-Win in January 1988 as sole proprietor and later incorporated Geotech

Engineering and has been the director of Geotech Engineering since August 1994.

Mr. Yau was a director of the following companies, which were dissolved (but not due
to member’s voluntary winding-up) with details as follows:

Name of company

Independent Testing
Company Limited

Principal

business activity Date of
immediately dissolution or
before dissolution  winding up

Field test

12 October 2007

—-206 -

Details

A Hong Kong incorporated company
dissolved by de-registration under
section 291AA of the Predecessor

Companies Ordinance

(Note 1)



DIRECTORS AND SENIOR MANAGEMENT

Principal
business activity Date of
immediately dissolution or
Name of company before dissolution  winding up Details
Sun Grace Engineering Construction 1 March 2013 A Hong Kong incorporated company
Limited dissolved by de-registration under
section 291AA of the Predecessor
Companies Ordinance™? )
Super View Construction Construction 11 July 2003 A Hong Kong incorporated company
Company Limited dissolved by de-registration under
section 291AA of the Predecessor
Companies Ordinance®™* )
T & T Construction Construction 15 April 2016 A Hong Kong incorporated company
Engineering Limited engineering dissolved by de-registration under
section 751 of the Companies
Ordinance™”"¢ %)
Co-Source International Investment 15 March 2002 A Hong Kong incorporated company
Limited dissolved by striking off under section
291(6) of the Predecessor Companies
Ordinance™”" ¥
Notes:

(1)

2

3)

Under section 291AA of the Predecessor Companies Ordinance, an application for de-registration can
only be made if (a) all the members of such company agreed to such de-registration; (b) such
company has never commenced business or operation, or has ceased to carry on business or ceased
operation for more than three months immediately before the application for de-registration; and (c)
such company has no outstanding liabilities.

Under section 751 of the Companies Ordinance, an application for de-registration can only be made
if in addition to the conditions for section 291AA of the Predecessor Companies Ordinance
mentioned above, (a) the company is not a party to any legal proceedings; (b) the company’s assets
do not consist of any immovable property situate in Hong Kong; (c) if the company is a holding
company, none of its subsidiary’s assets consist of any immovable property situate in Hong Kong;
and (d) the company is not a company specified under section 749 of the Companies Ordinance.

Under section 291 of the Predecessor Companies Ordinance, where the Registrar of Companies has
reasonable cause to believe that a company is not carrying on business or in operation, the Registrar
may strike the name of the company off the register after the expiration of a specified period.

Mr. Yau was also a director of NFY China Limited, a BVI company involved in

environmental works before it ceased business in Hong Kong on 30 September 2003. Mr.
Yau confirms that all of the aforesaid dissolved companies were solvent before their
dissolution.

Mr. Yau does not hold any current or past directorships in the last three years

preceding
market in Hong Kong or overseas.

the Latest Practicable Date in any public companies listed on any securities
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Mr. CHEUNG Ting Kam (RE$54%E), aged 62, is the vice chairman of the Board
and a Controlling Shareholder of our Company. He was appointed as a Director on 6 June
2016 and redesignated as an executive Director on 21 September 2017. He is primarily
responsible for overall business development and financial and strategic planning of our
Group. Mr. Cheung is also a director of Praise Marble, Geotech Engineering and
GeoResources.

Mr. Cheung obtained a Bachelor of Science in Civil Engineering from University of
Saskatchewan in Canada in May 1979 and a Master of Science in Engineering from The
University of Hong Kong in December 1989. Mr. Cheung has been a member of the
Institution of Civil Engineers of the United Kingdom in December 1982 and also a member
of the Hong Kong Institution of Engineers since September 1985. Mr. Cheung has been a
Registered Professional Engineer under the Hong Kong Engineers Registration Board since
October 1996.

Mr. Cheung has over 37 years of experience in construction industry. He joined our
Group and has been a director of Geotech Engineering since May 1997. Before joining our
Group, Mr. Cheung worked at Scott Wilson Kirkpatrick & Company Limited as an Assistant
Engineer from August 1979 to August 1983. Between October 1983 and September 1991,
Mr. Cheung was a Geotechnical Engineer in the Hong Kong Government and served at
Building Development Department, Engineering Development Department and Civil
Engineering Services Department. From July 1991 to December 1993, he worked at World
International Development Limited as Resident Project Manager. From November 1993 to
April 1997, Mr. Cheung worked at Mott Connell Limited as Resident Engineer.

Mr. Cheung was a director of the following companies, which were dissolved (but not
due to member’s voluntary winding-up) with details as follows:

Principal
business activity Date of
immediately dissolution or
Name of company before dissolution  winding up Details
Geotech-Mannars & Surveying 24 October 2003 A Hong Kong incorporated company
Associates Limited dissolved by de-registration under
section 291AA of the Predecessor
Companies Ordinance™* "’
Independent Testing Field test 12 October 2007 A Hong Kong incorporated company
Company Limited dissolved by de-registration under
section 291AA of the Predecessor
Companies Ordinance™* "/
Mass King Limited Property holding 2 February 2001 A Hong Kong incorporated company

dissolved by de-registration under
section 291AA of the Predecessor

Companies Ordinance™* )
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Principal
business activity Date of
immediately dissolution or
Name of company before dissolution  winding up Details
International Prospect Cultural exchange 14 December A Hong Kong incorporated company
(Holdings) Company of international 2007 dissolved by striking off under section
Limited economic 291(6) of the Predecessor Companies
technology, Ordinance™”"¢ %)
investment,
financing,
development,
construction and
schooling
MGE JV None 15 September A Hong Kong incorporated company
2016 dissolved by de-registration under
section 751 of the Companies
Ordinance™”"¢ %

Notes:

(1) Under section 291AA of the Predecessor Companies Ordinance, an application for de-registration can
only be made if (a) all the members of such company agreed to such de-registration; (b) such
company has never commenced business or operation, or has ceased to carry on business or ceased
operation for more than three months immediately before the application for de-registration; and (c)
such company has no outstanding liabilities.

(2)  Under section 291 of the Predecessor Companies Ordinance, where the Registrar of Companies has
reasonable cause to believe that a company is not carrying on business or in operation, the Registrar
may strike the name of the company off the register after the expiration of a specified period.

(3)  Under section 751 of the Companies Ordinance, an application for de-registration can only be made
if in addition to the conditions for section 291AA of the Predecessor Companies Ordinance
mentioned above, (a) the company is not a party to any legal proceedings; (b) the company’s assets
do not consist of any immovable property situate in Hong Kong; (c) if the company is a holding
company, none of its subsidiary’s assets consist of any immovable property situate in Hong Kong;
and (d) the company is not a company specified under section 749 of the Companies Ordinance.

Mr. Cheung was also a director of NFY China Limited, a BVI company involved in
environmental works before it ceased business in Hong Kong on 30 September 2003. Mr.
Cheung confirms that all of the aforesaid dissolved companies were solvent before their
dissolution.

Mr. Cheung does not hold any current or past directorships in the last three years
preceding the Latest Practicable Date in any public companies listed on any securities
market in Hong Kong or overseas.

Mr. KUNG Ho Man (BE&34%4), aged 43, was appointed as a Director on 6 June
2016 and redesignated as an executive Director on 21 September 2017 and is also a
Controlling Shareholder of our Company. He is primarily responsible for overall
construction projects management and daily operation of our Group. Mr. Kung is also a
director of Praise Marble, GeoResources and Geotech Engineering.
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Mr. Kung obtained a Bachelor of Engineering in Civil and Structural Engineering and a
Master of Science in Civil Engineering by part-time studies from the Hong Kong University
of Science and Technology in November 1996 and in November 1999 respectively. Mr.
Kung was awarded the recognition of Executive Diploma in Management from the Hong
Kong University of Science and Technology in February 2006 by part-time studies. He then
completed the Environmental Management Course for Construction Managers from
Construction Industry Training Authority in September 2007 by part-time studies. Mr. Kung
obtained a certificate on Occupational Safety & Health Management issued by the
Occupational Safety & Health Council in January 2005. He obtained certificates in relation
to completion of Highways Department Site Audit Inspection Standards (Safety & Roadwork
Obligations) course and the Environmental Management Course for Construction Managers
both issued by the Construction Industry Training Authority in July 2007 and September
2007 respectively. Mr. Kung also obtained a certificate on Basic Accident Prevention issued
by the Occupational Safety & Health Council in October 2016. Mr. Kung has been a
member of the Hong Kong Institution of Engineers since March 2003. He has been
registered as a Registered Professional Engineer under Engineers Registration Board since
July 2004.

Mr. Kung has over 16 years of experience in construction industry. Mr. Kung joined
our Group in July 2001 as Site Agent and has been appointed as the director of Geotech
Engineering since October 2011. Prior to joining our Group, Mr. Kung gained his experience
in engineering from his services in the Hong Kong Government.

Mr. Kung does not hold any current or past directorships in the last three years
preceding the Latest Practicable Date in any public companies listed on any securities
market in Hong Kong or overseas.

Ms. TANG Ka Wa Danise (BEZEZ 1), aged 42, was appointed as a Director on 6
June 2016 and redesignated as an executive Director on 21 September 2017 and also a
Controlling Shareholder of our Company. She is primarily responsible for construction
projects management in our Group. Ms. Tang is also a director of Praise Marble,
GeoResources and Geotech Engineering.

Ms. Tang obtained a Bachelor of Engineering in Civil and Structural Engineering in
November 1996 and a Master of Philosophy in Civil Engineering in November 2001, from
the Hong Kong University of Science and Technology. Ms. Tang obtained certificate on
Occupational Safety Management issued by the Occupational Safety & Health Council in
January 2007 and a certificate in relation to completion of the Environmental Management
Course for Construction Managers issued by the Construction Industry Training Authority in
September 2007. Ms. Tang has been a member of the Institution of Civil Engineers of the
United Kingdom and has been registered as a Chartered Engineer with the Engineering
Council in the United Kingdom since December 2005. Ms. Tang is also currently a member
of the Hong Kong Institution of Engineers and registered as a Registered Professional
Engineer under Hong Kong Engineers Registration Board.
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Ms. Tang has over 11 years of experience in construction industry. She joined our
Group in May 2005 as project manager and has been appointed as a director of Geotech
Engineering since October 2011. Before joining our Group, Ms. Tang worked at Ove Arup &
Partners Hong Kong Limited as a Graduate Engineer from December 1999 to September
2000.

Ms. Tang does not hold any current or past directorships in the last three years
preceding the Latest Practicable Date in any public companies listed on any securities
market in Hong Kong or overseas.

Independent non-executive Directors

Mr. FUNG Chi Kin OFEER5%4%), aged 68, was appointed as an independent
non-executive Director on 19 September 2017.

Mr. Fung has over 41 years of experience in banking and finance. He was the director
and the Deputy General Manager of Po Sang Bank Limited (merged into Bank of China (Hong
Kong) Limited in 2001) and the Managing Director of BOCI Securities Limited. From October
1998 to June 2000, Mr. Fung served as a Council Member of the First Legislative Council of
the HKSAR. Mr. Fung was an executive director of Powerwell Pacific Holdings Limited (stock
code: 8265) from September 2014 to May 2017, the shares of which are listed on the Growth
Enterprise Market (“GEM”) of the Stock Exchange and he has also acted as independent
non-executive director of Chaoda Modern Agriculture (Holdings) Limited (stock code: 682)
and Kenford Group Holdings Limited (stock code: 464) since September 2003 and August
2017 respectively, the shares of which are listed on the Main Board. From October 2006 to
May 2012, he held the position of independent non-executive director of New Times Energy
Corporation Limited (stock code: 166), the shares of which are listed on the Main Board.

Mr. CHEUNG Wai Lun Jacky OREf5%4%), aged 44, was appointed as our
independent non-executive Director on 19 September 2017. Mr. Cheung graduated in
November 1995 with a Bachelor of Laws and then obtained The Postgraduate Certificate in
Laws in June 1996 from The University of Hong Kong. Mr. Cheung has been admitted as a
solicitor in Hong Kong since November 1998.

Mr. Cheung has over 17 years of experience in legal industry in Hong Kong. From
September 2001 to December 2007 and from November 2008 to September 2012, he worked
at Mayer Brown JSM at which his last position was Senior Associate. In June 2013, Mr.
Cheung joined D. S. Cheung & Co. as solicitor and was subsequently promoted as Partner.
Since April 2015, Mr. Cheung has been working as Consultant with Loeb & Loeb LPP
(formerly Pang & Co. in association with Loeb & Loeb LPP). Mr. Cheung has also acted as
an independent non-executive director of CHerish Holdings Limited (stock code: 2113) since
September 2016, the shares of which are listed on the Main Board.

Mr. CHOW Chun To (#4#R&E5%4%), aged 34, was appointed as our independent
non-executive Director on 19 September 2017. Mr. Chow obtained a Bachelor of Arts in
Accountancy from The Hong Kong Polytechnic University in December 2006. Mr. Chow has
been a Certified Public Accountant of Hong Kong Institute of Certified Public Accountants
since July 2013.
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Mr. Chow has over 11 years of accounting experience in Hong Kong. From June 2006
to June 2007, Mr. Chow worked as an accountant at PCP CPA Limited. From June 2007 to
December 2007, Mr. Chow worked as accountant at HLB Hodgson Impey Cheng. From
February 2008 to April 2011, Mr. Chow served at Deloitte Touche Tohmastu with his last
position as senior associate. From May 2011 to May 2013, Mr. Chow worked as financial
manager in Chiho-Tiande (HK) Limited, a wholly-owned subsidiary of Chiho-Tiande Group
Limited (stock code: 976), the shares of which are listed on the Main Board. From May
2013 to September 2014, Mr. Chow was the financial controller of Tonking New Energy
Group Holdings Limited (formerly known as “JC Group Holdings Limited”) (stock code:
8326), the shares of which are listed on the GEM of the Stock Exchange. Mr. Chow was the
financial controller and company secretary of In Construction Holdings Limited (stock code:
1500) from September 2014 to February 2017, the shares of which are listed on the Main
Board. Mr. Chow has also acted as an independent non-executive director of Sing On
Holdings Limited (stock code: 8352) since November 2016, the shares of which are listed on
the GEM of the Stock Exchange.

Save as disclosed in this prospectus, each of our Directors has confirmed that (i) there
is no other matter concerning all the Directors’ appointments that needs to be brought to the
attention of the Shareholders and the Stock Exchange; (ii) he or she has no interests in the
Shares within the meaning of Part XV of the SFO; (iii) he or she is independent from, and
is not related to, any other Directors, members of the senior management or Controlling
Shareholders; (iv) he or she does not hold any other position in our Company or any of its
subsidiaries; (v) he or she does not have any interest in any business which competes or
may compete, directly or indirectly, with us; and (vi) there is no other matter which is
required to be disclosed pursuant to Rule 13.51(2)(h) to (v) of the Listing Rules. Save as
disclosed above, none of our Directors has held any directorship in public companies the
securities of which are listed on any securities market in Hong Kong or overseas in the three
years immediately preceding the date of this prospectus.

SENIOR MANAGEMENT

Mr. IP Ying Hang (EMUES4), aged 32, is our financial controller and company
secretary of our Company. He joined our Group in December 2015. He graduated from
Hong Kong Baptist University in November 2009 with a Bachelor of Commerce in
Accountancy. Mr. Ip has been a member of Hong Kong Institute of Certified Public
Accountants since March 2015.

Mr. Ip has over seven years of experience in auditing, accounting and financial
management in Hong Kong. He joined our Group in December 2015 as financial controller
and company secretary of Geotech Engineering. Before that, Mr. Ip worked at ShineWing
(HK) CPA Limited from July 2011 at which his last position was Assistant Manager and
then worked at KPMG from November 2014 at which his last position was Manager.

Mr. Ip does not have (i) any directorship in any listed companies in the last three

years; (ii) any family relationship with our Directors; and (iii) any other appointments with
our Controlling Shareholders.
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COMPANY SECRETARY

Mr. IP Ying Hang (EB1E%4E), is the company secretary of our Company. Details of
his qualification and experience are set out in the paragraph headed “Senior management” in
this section above.

REMUNERATION POLICY

Our Directors and senior management receive compensation in the form of directors’
fees, salaries, allowances, benefits in kind, contributions to retirement benefit schemes and/
or discretionary bonuses with reference to those paid by comparable companies, time
commitment and performance of our Group. Our Group also reimburses them for expenses
which are necessarily and reasonably incurred for the provision of services to our Group or
executing their functions in relation to the operations of our Group.

Our Group regularly reviews and determines the remuneration and compensation
packages of our Directors and senior management by reference to, among other things,
market level of remuneration and compensation paid by comparable companies, the
respective responsibilities of our Directors and senior management and the performance of
our Group.

After Listing, the Remuneration Committee will review and make recommendation as
to the remuneration and compensation package of our Directors with reference to their
responsibilities, workload, the time devoted to our Group and the performance of our Group.
Our Directors may also receive options to be granted under the Share Option Scheme.

REMUNERATION OF DIRECTORS AND MANAGEMENT

The total compensation accrued to our executive Directors for FY2014, FY2015,
FY2016 and 4M2017 was approximately HK$2.0 million, HK$3.8 million, HK$4.6 million
and HK$1.4 million respectively. During the Track Record Period, our independent
non-executive Directors had not yet been appointed and had not received any directors’
remuneration in the capacity of Directors.

For FY2014, FY2015, FY2016 and 4M2017, our Group’s five highest paid individuals
included certain executive Directors. The aggregate compensation of the remaining highest
paid individual amounted to approximately HK$1.7 million, HK$1.3 million, HK$0.7 million
and HK$0.3 million for FY2014, FY2015, FY2016 and 4M2017 respectively.

Under the arrangement currently in force, the aggregate of the remuneration (excluding
discretionary bonus) payable by our Company and other members of our Group to, and
benefits in kind receivable by our Directors (including our independent non-executive
Directors) for the year ending 31 December 2017 are expected to be approximately HK$4.3
million.
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During the Track Record Period, no emoluments were paid by our Group to our
Directors as an inducement to join or upon joining our Group or as compensation for loss of
office. No Director has waived or agreed to waive any emoluments during the Track Record
Period.

BOARD COMMITTEES
Audit Committee

Our Company established an Audit Committee pursuant to a resolution of our Directors
passed on 21 September 2017 with written terms of reference in compliance with the
Corporate Governance Code as set out in Appendix 14 to the Listing Rules. The primary
duties of the audit committee are, among other things, to make recommendation to the
Board on the appointment, reappointment and removal of external auditor; review the
financial information; and oversee the financial reporting system and internal control
procedures of our Company. At present, the Audit Committee consists of three members,
namely Mr. Chow Chun To, Mr. Fung Chi Kin and Mr. Cheung Wai Lun Jacky. Mr. Chow
Chun To is the chairman of the Audit Committee.

Remuneration Committee

Our Company established a Remuneration Committee pursuant to a resolution of our
Directors passed on 21 September 2017 with written terms of reference in compliance with
the Corporate Governance Code as set out in Appendix 14 to the Listing Rules. The primary
duties of the remuneration committee are to make recommendation to the Board on the
overall remuneration policy and structure relating to all Directors and senior management of
our Group, review and approve the management’s remuneration proposals, and ensure none
of our Directors determine their own remuneration. The Remuneration Committee consists of
three members, namely Mr. Chow Chun To, Mr. Cheung and Mr. Cheung Wai Lun Jacky.
Mr. Chow Chun To is the chairman of the Remuneration Committee.

Nomination Committee

Our Company established a Nomination Committee pursuant to a resolution of our
Directors passed on 21 September 2017 with written terms of reference in compliance with
the Corporate Governance Code as set out in Appendix 14 to the Listing Rules have been
adopted. The primary function of the nomination committee is to make recommendations to
the Board regarding appointment of Directors and candidates to fill vacancies on the Board.
The Nomination Committee consists of three members, namely Mr. Yau, Mr. Fung Chi Kin
and Mr. Cheung Wai Lun Jacky. Mr. Yau is the chairman of the Nomination Committee.

CORPORATE GOVERNANCE

Our Company will comply with the Corporate Governance Code in Appendix 14 to the
Listing Rules.
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Our Directors will review our corporate governance policies and compliance with the
Corporate Governance Code each financial year and comply with the “comply or explain”
principle in our corporate governance report which will be included in our annual reports
upon the Listing.

COMPLIANCE ADVISER

In accordance with Rule 3A.19 of the Listing Rules, our Company has appointed RHB
Capital as our compliance adviser. Pursuant to Rule 3A.23 of the Listing Rules, our
Company will consult with and seek advice from the compliance adviser on a timely basis
in the following circumstances:

(a) before the publication of any regulatory announcement, circular or financial
report;

(b) where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

(c) where our Company proposes to use the proceeds of the Share Offer in a manner
different from that detailed in this prospectus or where the business activities,
developments or results of our Company deviate from any forecast, estimate, or
other information in this prospectus; and

(d) where the Stock Exchange makes an inquiry of the listed issuer under Rule 13.10
of the Listing Rules.

The term of appointment of the compliance adviser of our Company shall commence
on the Listing Date and end on the date on which our Company complies with the Listing
Rules on the distribution of our annual report in respect of the financial results for the first
full financial year commencing after the Listing Date.

The compliance adviser of our Company shall provide us with services, including

guidance and advice as to compliance with the requirements under the Listing Rules and
applicable laws, rules, codes and guidelines.
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So far as our Directors are aware, immediately following completion of the
Capitalisation Issue and the Share Offer (assuming the Over-allotment Option is not
exercised and without taking into account of any Shares which may be issued upon the
exercise of any options which may be granted under the Share Option Scheme), the
following persons will have an interest or short position in Shares or underlying Shares
which would fall to be disclosed to our Company and the Stock Exchange under the
provisions Divisions 2 and 3 of Part XV of the SFO, or who are, directly or indirectly,
interested in 10% or more of the nominal value of any class of share carrying rights to vote
in all circumstances at general meetings of any other member of our Group:

Long position in the Shares

Number of Approximate
Shares held/ percentage of
interested shareholdings
immediately immediately
following following
completion of the completion of the
Capitalisation Capitalisation
Issue and the Issue and the
Name of Shareholder Capacity/nature of interest Share Offer Share Offer
Flourish Team Beneficial owner 1,050,000,000 75%
(Notes 1 and 2)
Mr. Yau Interests held jointly with 1,050,000,000 75%
other persons; interest in a
controlled corporation
(Notes 1 and 2)
Ms. Yam Yau Tim Interest of spouse (Note 3) 1,050,000,000 75%
Mr. Cheung Interests held jointly with 1,050,000,000 75%
other persons; interest in a
controlled corporation
(Notes 1 and 2)
Ms. Tang Yim Ling Interest of spouse (Note 4) 1,050,000,000 75%
Mr. Kung Interests held jointly with 1,050,000,000 75%
other persons (Note 1)
Ms. Wan On Man Amy Interest of spouse (Note 5) 1,050,000,000 75%
Double Wink Beneficial owner 1,050,000,000 75%
(Notes 1 and 6)
Ms. Tang Interests held jointly with 1,050,000,000 75%
other persons; interest in a
controlled corporation
(Notes 1 and 6)
Mr. Lee Tsz Kit Gordon Interest of spouse (Note 7) 1,050,000,000 75%
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Notes:

1. Immediately following completion of the Capitalisation Issue and the Share Offer (assuming the
Over-allotment Option is not exercised and without taking into account of any Shares which may be
issued upon the exercise of any options that may be granted under the Share Option Scheme),
Flourish Team will hold 1,027,000,000 Shares and Double Wink will hold 23,000,000 Shares,
representing approximately 73.4% and 1.6% of our entire issued share capital respectively and 75%
of our entire issued share capital collectively. Mr. Yau, Mr. Cheung, Mr. Kung, Ms. Tang, Flourish
Team and Double Wink are parties acting in concert (having the meaning as ascribed thereto in the
Takeovers Code) pursuant to the Concert Party Deed. As such, Mr. Yau, Mr. Cheung, Mr. Kung, Ms.
Tang, Flourish Team and Double Wink will together control 75% of the entire issued share capital of
our Company.

2. The issued share capital of Flourish Team is legally and beneficially owned as to 48.98% by Mr. Yau,
48.98% by Mr. Cheung and 2.04% by Mr. Kung. Therefore, Mr. Yau and Mr. Cheung are deemed or
taken to be interested in the Shares held by Flourish Team under the SFO. Shares in which each of
Mr. Yau and Mr. Cheung is interested consist of (i) 1,027,000,000 Shares held by Flourish Team in
which Mr. Yau and Mr. Cheung are deemed to be interested under the SFO; and (ii) 23,000,000
Shares in which each of Mr. Yau and Mr. Cheung is deemed to be interested as a result of the
Concert Party Deed. Shares in which Mr. Kung is interested consist of the 1,050,000,000 Shares in
which Mr. Kung is deemed to be interested as a result of the Concert Party Deed.

3. Ms. Yam Yau Tim is the spouse of Mr. Yau. Accordingly, Ms. Yam Yau Tim is deemed or taken to be
interested in the Shares Mr. Yau is interested in under the SFO.

4. Ms. Tang Yim Ling is the spouse of Mr. Cheung. Accordingly, Ms. Tang Yim Ling is deemed or
taken to be interested in the Shares Mr. Cheung is interested in under the SFO.

5. Ms. Wan On Man Amy is the spouse of Mr. Kung. Accordingly, Ms. Wan On Man Amy is deemed or
taken to be interested in the Shares Mr. Kung is interested in under the SFO.

6. The issued share capital of Double Wink is legally and beneficially wholly owned by Ms. Tang.
Therefore, Ms. Tang is deemed or taken to be interested in the Shares held by Double Wink under
the SFO. Shares in which Ms. Tang is interested consist of (i) 23,000,000 Shares held by Double
Wink in which Ms. Tang is deemed to be interested under the SFO; and (ii) 1,050,000,000 Shares in
which Ms. Tang is deemed to be interested as a result of the Concert Party Deed.

7. Mr. Lee Tsz Kit Gordon is the spouse of Ms. Tang. Accordingly, Mr. Lee Tsz Kit Gordon is deemed
or taken to be interested in the Shares Ms. Tang is interested in under the SFO.

Save as disclosed above, our Directors are not aware of any other persons who will,
immediately following completion of the Capitalisation Issue and the Share Offer (without
taking into account any Shares which may be issued pursuant to the exercise of the
Over-allotment Option or any options granted under the Share Option Scheme), have
interests or short positions in the Shares or underlying Shares which would be required to be
disclosed to our Company and the Stock Exchange under the provision of Division 2 and 3
of Part XV of the SFO, or who will be directly or indirectly, interested in 10% or more of
the nominal value of any class of share carrying rights to vote in all circumstances at
general meetings of any other member of our Group.
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SHARE CAPITAL OF OUR COMPANY

The following is a description of the authorised and issued share capital of our
Company immediately before and following the completion of the Capitalisation Issue and
the Share Offer (without taking into account the Shares which may be issued upon to the
exercise of the Over-allotment Option or any options which may be granted under the Share
Option Scheme):

HK$
Authorised share capital:
4,000,000,000  Shares 40,000,000
Issued and to be issued fully paid or credited as fully paid upon
completion of the Share Offer:
10,000 Shares in issue as at the date of this prospectus 100
1,149,990,000 Shares to be issued pursuant to the Capitalisation 11,499,900
Issue
250,000,000 Shares to be issued pursuant to the Share Offer 2,500,000
1,400,000,000 Shares in total 14,000,000

ASSUMPTIONS

The above table assumes that the Share Offer and the Capitalisation Issue become
unconditional and does not take into account any exercise of the Over-allotment Option or
any options which may be granted under the Share Option Scheme, or any Shares which
may be allotted and issued or repurchased by our Company pursuant the general mandates
given to our Directors to allot and issue or repurchase Shares as referred to below or
otherwise.

MINIMUM PUBLIC FLOAT

At least 25% of the total issued share capital of our Company must at all times be held
by the public. The 350,000,000 Offer Shares represent not less than 25% of the issued share
capital of our Company upon Listing.

RANKING

The Offer Shares will rank pari passu in all respects with all the Shares now in issue
or to be issued as mentioned in this prospectus, and, in particular, will qualify in full for all
dividends or other distributions declared, made or paid on the Shares in respect of a record
date which falls after the date of Listing other than participation in the Capitalisation Issue.
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CAPITALISATION ISSUE

Pursuant to the written resolutions of all Shareholders passed on 21 September 2017,
subject to the share premium account of our Company having sufficient balance, or
otherwise being credited as a result of the issue of the Offer Shares pursuant to the Share
Offer, our Directors are authorised to allot and issue a total of 1,149,990,000 Shares credited
as fully paid at par to the holder of Shares on the register of members or the principal share
register of our Company at the close of business on 21 September 2017 as nearly as possible
in proportion to their then existing shareholdings (save that no Shareholder shall be entitled
to be allotted or issued any fraction of a Share) by way of capitalisation of the sum of
HK$11,499,900 standing to the credit of the share premium account of our Company, and
our Shares to be allotted and issued pursuant to the Capitalisation Issue shall rank pari
passu in all respects with the existing issued Shares.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the
section headed “Structure and conditions of the Share Offer” in this prospectus, our
Directors have been granted a general unconditional mandate to allot, issue and deal with
Shares or securities convertible into Shares or options, warrants or similar rights to
subscribe for Shares or such securities convertible into Shares, and to make or grant offers,
agreements or options which might require such Share to be allotted and issued or dealt with
subject to the requirement that the aggregate nominal value of the Shares so allotted and
issued or agreed conditionally to be allotted and issued (otherwise than pursuant to a rights
issue, or scrip dividend scheme or similar arrangement, or a specific authority granted by the
Shareholders) shall not exceed 20% of the number of Shares in issue immediately following
completion of the Share Offer and the Capitalisation Issue (but excluding any Shares which
may be issued pursuant to the exercise of the Over-allotment Option or any options which
have been or may be granted under the Share Option Scheme).

This general mandate to issue Shares does not cover Shares to be allotted, issued or
dealt with under a rights issue or pursuant to the exercise of any options which may be
granted under the Share Option Scheme or any other share option scheme of our Company
or in lieu of the whole or part of a dividend on Shares or similar arrangement in accordance
with the Articles.

This general mandate to issue Shares will expire at the earliest of:

(a) the conclusion of our Company’s next annual general meeting; or

(b) the expiration of the period within which the next annual general meeting of our
Company is required by the Articles or any applicable laws of the Cayman Islands

to be held; or

(c) the time when such mandate is revoked or varied by an ordinary resolution of our
Shareholders in general meeting.
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For further details of this general mandate to issue Shares, please refer to the paragraph
headed “A. Further information about our Company — 3. Written resolutions of all
Shareholders passed on 21 September 2017 in Appendix IV to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the
section headed “Structure and conditions of th