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arrangements and ex&)enses — The Public Offer — Grounds for termination” and “Underwriting — Underwriting arrangements and expenses
— The Placing — Placing Underwriting Agreement” of this prospectus.
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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the potential risks of investing in such
companies and should make the decision to invest only after due and careful consideration.
The greater risk profile and other characteristics of GEM mean that it is a market more

suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded on
the Main Board and no assurance is given that there will be a liquid market in the securities
traded on GEM.

The principal means of information dissemination on GEM is publication on the
internet website operated by the Stock Exchange. Listed companies are not generally
required to issue paid announcements in gazetted newspaper. Accordingly, prospective
investors should note that they need to have access to the website of the Stock Exchange at

www.hkexnews.hk in order to obtain up-to-date information on GEM listed issuers.




EXPECTED TIMETABLE®

If there is any change in the following expected timetable, we will issue an announcement on

the respective website of our Company at www.dragonkinggroup.com and the Stock Exchange at

www.hkexnews.hk.

2018

Latest time for lodging PINK Application Forms
at Office A, 20™ Floor, TG Place
10 Shing Yip Street, Kwun Tong, Kowloon, Hong Kong . 12:00 noon on Wednesday, 3 January

Latest time to complete electronic applications under the
HK eIPO White Form service through the designated
website at www.hkeipo.hk™®® ... ... ... ... ... .. 11:30 a.m. on Thursday, 4 January

Application lists open™® . ... ... ... 11:45 a.m. on Thursday, 4 January

Latest time for lodging WHITE and
YELLOW Application Forms ....................... 12:00 noon on Thursday, 4 January

Latest time for giving electronic application instructions to
HKSCC® 12:00 noon on Thursday, 4 January

Latest time to complete payment of HK eIPO White Form

applications by effecting internet banking transfer(s) ... .. 12:00 noon on Thursday, 4 January
Application lists close™ . ..... ... ... ... ... ... ... ...... 12:00 noon on Thursday, 4 January
Expected Price Determination Date™ .. ............................. Monday, 8 January

Announcement of the final Offer Price, the level of indication of
interest in the Placing, the level of application in
the Public Offer and the Employee Preferential Offering, and
the basis of allocations of the Public Offer Shares and the
Employee Reserved Shares to be published

(©)

(a) on the website of our Company at www.dragonkinggroup.com'”’; and

(b) on the website of the Stock Exchange at

www.hkexnews.hk on or before .......... ... ... ... . ... . ... .. .. Monday, 15 January

— 11 -



EXPECTED TIMETABLE®

Announcement of results of allocations under the Public Offer

and the Employee Preferential Offering (with successful
applicant’s identification document numbers, where appropriate)
to be available through a variety of channels including our Company’s website

at www.dragonkinggroup.com'® and the website of the Stock Exchange

at www.hkexnews.hk (for further details, please refer to the

section headed “How to Apply for Public Offer Shares

and Employee Reserved Shares — 11. Publication of results”

in this prospectus) from . ...... ... . ... Monday, 15 January

Results of allocation in the Public Offer will be available at

www.tricor.com.hk/ipo/result with a “search by

ID Number” function from . ....... .. .. ... .. .. . . . .. Monday, 15 January

Despatch of Share certificates or deposit of the Share certificates into

CCASS in respect of wholly or partially successful applications
pursuant to the Public Offer and the Employee Preferential

Offering on or about™® ... .. Monday, 15 January

Despatch of HK eIPO White Form e-Auto Refund payment

instructions and despatch/collection of refund cheques in respect of
wholly or partially successful applications (if applicable) or wholly or
partially unsuccessful applications pursuant to the Public Offer

&

and the Employee Preferential Offering on or about™*™ .. ... ... ..... Monday, 15 January

Dealings in the Shares on the Stock Exchange expected to

COMMENCE AL .« o vttt e et e e e e e e e e e e e e e e 9:00 a.m. on Tuesday, 16 January

Notes:

1.

All times and dates refer to Hong Kong local times and dates, unless otherwise stated.

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after 11:30 a.m.
on the last day for submitting applications. If you have already submitted your application and obtained an application
reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application
process (by completing payment of application money) until 12:00 noon on the last day for submitting applications,

when the application lists close.

If there is a tropical cyclone warning signal number 8 or above or a “black” rainstorm warning in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Thursday, 4 January 2018, the application lists will not open on that
day. See “How to Apply for Public Offer Shares and Employee Reserved Shares — 10. Effect of bad weather on the

opening of the application lists” of this prospectus.
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EXPECTED TIMETABLE®

The Price Determination Date is expected to be on or around Monday, 8 January 2018 and, in any event, not later than
Tuesday, 9 January 2018. If, for any reason, the Offer Price is not agreed between the Lead Manager (for itself and
on behalf of the Underwriters) and our Company by Tuesday, 9 January 2018, the Share Offer will not proceed and

will lapse.

Applicants who apply for Public Offer Shares by giving electronic application instructions to HKSCC via CCASS
should refer to the section headed “How to Apply for Public Offer Shares and Employee Reserved Shares — 6.
Applying by giving electronic application instructions to HKSCC via CCASS” of this prospectus.

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

Share certificates will only become valid at 8:00 a.m. on Tuesday, 16 January 2018 provided that the Share Offer has
become unconditional and the rights of termination described in the section headed “Underwriting — Underwriting
arrangements and expenses — The Public Offer — Grounds for termination” and “Underwriting — Underwriting
arrangements and expenses — The Placing — Placing Underwriting Agreement” in this prospectus have not been
exercised. 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.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to 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 price payable per Offer Share on application. Part of the applicant’s Hong
Kong identity card number or passport number, or, if the application is made by joint applicants, part of the Hong Kong
identity card number or passport number of the first-named applicant, provided by the applicant(s) may be printed on
the refund cheque, if any. Such data would also be transferred to a third party for refund purposes. Banks may require
verification of an applicant’s Hong Kong identity card number or passport number before encashment of the refund
cheque, if any. Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may
invalidate or delay encashment of the refund cheque, if any.

Applicants who apply on WHITE Application Forms or through HK eIPO White Form service for 1,000,000 or more
Public Offer Shares and have provided all information required by the Application Form may collect any refund
cheques and/or Share certificates (where applicable) in person from our Company’s Hong Kong Branch Share
Registrar, Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong, from
9:00 a.m. to 1:00 p.m. on Monday, 15 January 2018 or such other date as notified by our Company in the newspapers
as the date of despatch/collection of Share certificates/refund cheques. Applicants being individuals who are eligible
for personal collection may not authorise any other person to collect on their behalf. Applicants being corporations
which are eligible for personal collection must attend through their authorised representatives bearing letters of
authorisation from their corporation stamped with the corporation’s chop. Both individuals and authorised
representatives of corporations must produce evidence of identity acceptable to our Company’s Hong Kong Branch

Share Registrar at the time of collection.

Applicants who apply on YELLOW Application Forms for 1,000,000 or more Public Offer Shares and have provided
all information required by the Application Form may collect their refund cheques, if any, in person but may not elect
to collect their Share certificates as such Share certificates will be issued in the name of HKSCC Nominees and
deposited into CCASS for the credit to their or the designated CCASS Participants’ stock account as stated in their
Application Forms. The procedures for collection of refund cheques for YELLOW Application Form applicants are
the same as those for WHITE Application Form applicants.

Applicants who have applied for Public Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for Public Offer Shares and Employee Reserved Shares — 14.
Despatch/Collection of Share certificates and refund monies — Personal collection — (iii) If you apply via electronic
application instructions to HKSCC” of this prospectus for details.
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EXPECTED TIMETABLE®

Applicants who have applied for less than 1,000,000 Public Offer Shares and any uncollected Share certificates and/or
refund cheques will be despatched by ordinary post, at the applicants’ risk, to the addresses specified in the relevant
applications. Further information is set out in the sections headed “How to Apply for Public Offer Shares and
Employee Reserved Shares — 13. Refund of application monies” and “How to Apply for Public Offer Shares and

Employee Reserved Shares — 14. Despatch/Collection of Share certificates and refund monies” of this prospectus.

The above expected timetable is a summary only. You should read carefully the sections headed “Structure and
Conditions of the Share Offer” and “How to Apply for Public Offer Shares and Employee Reserved Shares” of
this prospectus for details of the structure of the Share Offer, including the conditions of the Share Offer and
the procedures for application for the Public Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As it 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 the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in
the Offer Shares are set out in the section headed “Risk Factors” of this prospectus which you
should read carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a Cantonese full-service restaurant group operating Cantonese cuisine restaurants under
four brands. Our restaurants focus on providing quality food and services and comfortable dinning
environment to our customers. Over the years, we have not only expanded our restaurants throughout
Hong Kong and to Shanghai and Macau, but have also diversified our business and revenue sources
by developing multiple brands which feature different dining experiences and target customers.

Our restaurants operate under four self-owned brands, namely “Dragon King (F££)”, “Dragon
Seal (FEET)”, “Imperial Seal ((2Ef)” and “Dragon Feast (FE%)”. As at the Latest Practicable Date,
our Group operated nine Cantonese full-service restaurants of which (i) five are under the brand of
“Dragon King (§££)”, one is under the brand of “Dragon Seal ($£%£)” and one is under the brand
of “Dragon Feast (F#£%-)” in Hong Kong; (ii) one is under the brand of “Imperial Seal (:2H)” in
Shanghai; and (iii) one is under the brand of “Dragon King (FER)” in Macau. All of our restaurants
are strategically situated in prominent commercial areas, residential areas or shopping complexes.

The following table sets out the breakdown of our revenue from our restaurant operations by
brands and by restaurants during the Track Record Period.

For the year ended 31 December For the seven months ended 31 July

2015 2016 2016 2017

% of % of % of % of

total  Operating total  Operating total  Operating total  Operating
Brand/Restaurant Revenue  revenue  margin  Revenue revenue margin  Revenue revenue margin  Revenue revenue  margin

(HK$'000) (%) (%) (HK$°000) (%) (%) (HK$'000) (%) (%) (HK$'000) (%) (%)
Dragon King (%)
Kwun Tong Restaurant . . . 46,937 159 5.1 47585 12.1 172 8131 134 152 28285 12.0 154
WTC Restavrant . . . . . . 51,866 17.6 10 SL78 130 120 2899 139 9.5 28341 12.1 10.1
San Po Kong Restaurant. . . 46,943 16.0 135 46,618 118 116 26,684 12.7 109 25971 111 116
Whampoa Restaurant . . . . 40,765 13.8 56 0 3554 9.0 (L3) 21,348 10.2 (L1) 18,324 8.0 0.5
Wan Chai Restaurant
(Notel) .. ...... — — — 19714 5.0 (204) 2,621 13 (350 19747 84 (259)
Macau Restaurant
(Note2) . ....... — — — 2104 54 14.0 3,126 15 6.5 23414 10.0 94

Sub-total . . . . ... .. 186,511 633 21,582 56.3 110,902 530 144,582 61.6
Dragon Seal ()
ICC Restaurant. . . . . . . 45,544 15.5 53 45354 115 0.6 24,695 118 39 29317 12.5 113
Imperial Seal (%)
Shanghai Restaurant . . . . 60,174 204 0.7 54786 139 58 31318 150 30571 110 0.5
Dragon Feast (%)
Sheung Shui Restaurant (Note 3). . 2,200 0.8 (844) 71,983 18.3 74 4249 202 40 35058 149 0.6
Total. . .. ....... 294429 100.0 393,705 100.0 209,164 100.0 234,678 100.0



SUMMARY

Notes:
(1) Wan Chai Restaurant commenced business in July 2016.
(2)  Macau Restaurant commenced business in July 2016.

(3)  Sheung Shui Restaurant commenced business in December 2015.

During the Track Record Period, our Whampoa Restaurant, Shanghai Restaurant and Sheung
Shui Restaurant recorded a decrease in revenue and operating profit. Please refer to the paragraph
headed “Description of selected components of our combined statements of profit or loss and the
statements of other comprehensive income” in the section headed “Financial Information” in this
prospectus.

The following sets out the approximate historical breakeven period and investment payback
period of our Group’s restaurants, based on the unaudited management accounts or statutory financial
statements of the relevant operating subsidiaries:

Historical operating Investment
Brand/Restaurant breakeven period (Note 1) payback period (Note 2)
Dragon King (f££)
Kwun Tong Restaurant . ............... Within 1 year (Note 3) 2.0 years
WTC Restaurant .. ................... Within 1 year (Note 3) 2.2 years
San Po Kong Restaurant . .............. 2 months 3.1 years
Whampoa Restaurant. . ................ 1 month 4.1 years (Note 4)
Wan Chai Restaurant. . ................ 7 months N/A (Note 5)
Macau Restaurant .. .................. 1 month N/A (Note 5)
Dragon Seal (FE2)
ICC Restaurant .. .................... 4 months 2.2 years
Imperial Seal (&)
Shanghai Restaurant . ................. 12 months 9.4 years (Note 4)
Dragon Feast (%)
Sheung Shui Restaurant. ............... 2 months 2.1 years (Note 4)
Notes:
1. Operating breakeven period is the period required for a restaurant to record a positive monthly EBITDA for the first

time following the month of commencement of business of the restaurant.

2. Investment payback period is the estimated period required for the investment cost of a restaurant to be fully covered
by its accumulated net cash flows from operating activities since the commencement of business of the restaurant.

3. Kwun Tong Restaurant and WTC Restaurant commenced operation in 2007 and 2008, respectively. Operating
breakeven period of Kwun Tong Restaurant and WTC Restaurant were calculated based on their respective statutory
financial statements.

4. Shanghai Restaurant, Whampoa Restaurant and Sheung Shui Restaurant commenced operation in January 2013, June
2014 and December 2015, respectively and have yet to achieve their respective investment payback period. The figures
represent the expected investment payback period of the restaurants.

5. Our Directors are of the view that Wan Chai Restaurant and Macau Restaurant share the initial investment cost. Both
restaurants commenced operation in July 2016 and have yet to achieve their respective investment payback period. Our
Directors expected that they would be able to achieve an investment payback period of approximately 3.0 years as a
whole.
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CUSTOMERS

Due to the nature of our Group’s business, the majority of our customers consist of walk-in
customers from the general public. As such, our Directors consider that it is not practicable to identify
the five largest customers of our Group for the Track Record Period. Our Group did not rely on any
single customer during the Track Record Period.

RAW MATERIALS AND SUPPLIERS

The major raw materials that we use in our restaurants are food ingredients, including but not
limited to, vegetables and other agricultural produce, seafood, dried foods, meats, seasoning and
beverages, originating from various countries, such as China, Hong Kong, Japan, Malaysia, Australia
and the United States of America.

We believe that consistency in the supply and quality of our food ingredients are important to
our ability in providing quality menu items in our restaurants. In order to ensure the consistency and
stability in the supply of quality food ingredients, we maintain a suppliers list, that is pre-approved
by our management that our restaurants may procure the supplies from. There are over 100 different
pre-approved suppliers of food ingredient and beverages. These pre-approved suppliers have gone
through our suppliers selection process and have been approved by our executive Directors. Food
ingredient suppliers are selected carefully based on a set of selection criteria, which includes type and
quality of ingredients, cost, reputation, service, flexibility, delivery efficiency and past performance.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, the
total purchases from our Group’s five largest suppliers in aggregate accounted for approximately
29.5%, 25.5% and 29.3%, respectively, and its largest supplier accounted for approximately 8.7%,
7.9% and 8.6%, respectively, of our Group’s total purchases. On average, the five largest suppliers
for the year ended 31 December 2016 have approximately 3 years of business relationship with us.

PRICING POLICY

In deciding the price of each menu item, our Group takes into account factors such as costs of
raw materials and food ingredients, seasonal factors, target operating profit margins, general market
trends, purchasing power of our target customers and prices set by competitors. Our head chefs and
management periodically review and change items on the menu. Our Directors believe that even in
times of cost pressures, our Group will be capable of adjusting the ingredients used, with a view to
maintaining the taste, portion size and quality of food. Our Directors believe that the pricing policy
we adopted helps to create an attractive price-value proposition typically favoured by customers. Our
Group allows for limited price adjustments in the menu items in response to special menus or
promotion events launched by each restaurant.

COMPETITIVE STRENGTHS

We believe that the following competitive strengths allow us to achieve sustainable growth of
our business:

. Diversification of our customer base through our multi-brand business model
. Our restaurants are strategically located

. We are creative in deciding our Cantonese cuisine

. Experienced chefs, senior management and well-trained employees
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BUSINESS STRATEGIES

We have formulated the following business strategies to strengthen our position as a Cantonese
full-service restaurant group:

. Further enhance our brand recognition
. Expansion in Hong Kong with multi-brand strategy
. Enhancement of existing restaurant facilities

THE CANTONESE FULL-SERVICE RESTAURANT INDUSTRY IN HONG KONG

According to the Ipsos Report, the revenue of the Cantonese full-service restaurant industry in
Hong Kong experienced a growth from HK$16,812.9 million in 2011 to HK$17,461.7 million in
2016, representing a CAGR of approximately 0.8%. The Ipsos Report also expects Cantonese
full-service restaurants in Shanghai and Macau to continue to experience growth at a CAGR of 3.2%
and 2.6% in terms of revenue from 2017 to 2020 and 2016 to 2020, respectively. It is expected that
the increasing demand for Cantonese full-service restaurant industry and downward adjustment of the
rental prices in 2016 would probably bring more opportunities for the expansion of Cantonese
full-service restaurants. In view of the expected increase in GDP per capita and average annual
household disposable income in Hong Kong and the increasing popularity of Cantonese full-service
restaurant among local citizens and preference to dine out during festivals, family celebrations and
after long hours of work and school, the estimated revenue of the Cantonese restaurant industry is
expected to increase at a CAGR of approximately 2.4% during the forecast period from 2017 to 2020.

For further information on the industry in which we operate, please refer to the section headed
“Industry Overview” of this prospectus.

RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We believe the more significant risks relating to our business are as
follows:

. Labour shortages or increase in staff costs could affect our Group’s future development,
business operation, financial condition and operation results

. We have recorded negative operating cashflows for the seven months ended 31 July 2017

. We are exposed to credit risks from customers which may affect our cash flow position and
results of operations

. We face the risk of obsolescence for our inventory

. As we lease all of the properties on which our restaurants operate, we are exposed to risks
relating to the commercial real estate rental market, including unpredictable and
potentially high occupancy costs

. Our business in Wan Chai and Macau has a limited operating history, we cannot guarantee
that we will generate revenue and grow our business as planned

A detailed discussion of the risk factors is set forth in the section headed “Risk Factors” in this
prospectus, and investors should read the entire section before deciding to invest in the Offer Shares.

NON-COMPLIANCE
Save as disclosed in the section headed “Business — Non-compliance”, our Group has complied

in all material respects with the applicable laws and regulations in Hong Kong, Shanghai and Macau
during the Track Record Period and up to the Latest Practicable Date.
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RECENT DEVELOPMENT

As at the Latest Practicable Date, our Group has entered into the tenancy agreement with the
landlord, and we currently expect to open a new Cantonese full-service restaurant under the name of
“Dragon King (F£82)” in Kwai Chung in the early-2018. For details, please refer to the section
headed “Business — our expansion plans for opening new restaurants” in this prospectus.

Our Directors observed and noted that the market in which our Group operates remained stable
after 31 July 2017 as reflected by the confirmed stable operation and improving business
performances of our Group during the period from 1 August 2017 to the Latest Practicable Date.
According to our unaudited management accounts for the four months ended 30 November 2017, our
sales have shown a slight increase of approximately 1.6% when compared to the relevant period in
2016, and our average monthly sales for the four months ended 30 November 2017 have shown an
increase of approximately 10% when compared to that for the seven months ended 31 July 2017. The
Directors are of the view that the improving business performance of our Group is mainly resulted
from (i) our Group having launched a series of new promotion dining menus and sets in mid-2017;
(ii) the efforts in promotion made by our Group since mid-2017, including actively promoting some
of our restaurants as wedding banquet and other dining function venue, which impose considerable
positive effects on our Group’s business; and (iii) the general improvement of the dining market of
our Group’s restaurants, including customers’ choice of dining, competitions and economic
conditions. Our Directors have confirmed that, subsequent to 31 July 2017 and up to the date of this
prospectus, there had been no material adverse change in our pricing strategies under our business
model.

COMBINED STATEMENTS OF PROFIT OR LOSS

For the year ended For the seven months ended
31 December 31 July
2015 2016 2016 2017
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Revenue ............. ... ... ....... 294,429 393,705 209,164 234,678
Cost of inventories consumed . ........ (92,388) (127,337) (66,943) (73,083)
Gross profit (Note) . ................ 202,041 266,368 142,221 161,595
Other income and gains, net . ......... 2,597 4,283 3,257 1,306
Staff costs . .. .......... .. ... ...... (92,723) (122,963) (68,261) (76,476)
Depreciation of items of property,

plant and equipment. . ............. (14,609) (18,327) (9,937) (10,478)
Rental and related expenses. .......... (46,867) (62,300) (32,783) (41,951)
Other operating expenses. . . .......... (43,925) (55,009) (29,241) (33,044)
Finance costs. . .................... (4,380) (4,232) (3,272) (1,414)
Listing expenses . . ................. — (4,125) — (6,132)
PROFIT/(LOSS) BEFORE TAX ....... 2,134 3,689 1,984 (6,594)
Income tax expense. ................ (939) (2,475) (1,406) (1,382)
PROFIT/(LOSS) FOR THE

YEAR/PERIOD ... ............... 1,195 1,214 578 (7,976)
Attributable to:

Owners of our Company ........... 1,880 1,128 502 (7,904)

Non-controlling interests . . ......... (685) 86 76 (72)

1,195 1,214 578 (7,976)

Note: The gross profit represents revenue less cost of inventories consumed.
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COMBINED STATEMENTS OF FINANCIAL POSITION

As at 31 December As at 31 July
2015 2016 2017
HK$’000 HK$’000 HK$’000
Non-current assets . ... ................ 133,910 116,409 110,448
Current assetS . . ... 70,484 86,872 63,418
Current liabilities . ... ................. 151,553 134,121 113,325
Net current liabilities . ... .............. (81,069) (47,249) (49,907)
Total assets less current liabilities . ....... 52,841 69,160 60,541
Net assets. . .o oot e 48,698 64,756 56,983

Our Group recorded a net current liabilities position as at 31 December 2015 and 2016 and 31
July 2017, primarily due to the large amount of capital expenditure invested in our restaurants as
reported under our non-current assets being funded by bank borrowings with a repayment on demand
clause which were reported under our current liabilities. Please refer to paragraph headed “Net
current liabilities” in the section headed “Financial Information” to this prospectus for details.

Our Directors consider that the certain equipment, furniture, utensils and rental deposits of the
Wan Chai Restaurant and the Macau Restaurant, which were acquired from Tang Palace Group in July
2016, do not impose material impact on our Group’s total net asset as at 31 December 2016 and 31
July 2017, respectively as a whole. If the net assets of these two restaurants are excluded, our Group
would record a net asset value of approximately HK$64,686,000 and HK$62,888,000 as at 31
December 2016 and 31 July 2017, respectively.

SUMMARY CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended For the seven months ended
31 December 31 July
2015 2016 2016 2017
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Operating cash flows before

working capital changes ........... 20,976 25,447 14,250 5,243
Net cash flows from/(used in) operating

activities . ........ ... . ... ... 20,895 11,713 15,219 (7,240)
Net cash flows (used in)/from

investing activities ............... (26,419) 1,767 1,718 (1,930)
Net cash flows (used in)/from

financing activities ............... (718) (3,834) (15,250) 8,004
Net (decrease)/increase in cash and

cash equivalents ................. (6,242) 9,646 1,687 (1,166)
Cash and cash equivalents

at the beginning of the year/period . .. 11,012 5,355 5,355 15,490
Effect of foreign exchange rate

changes, net .................... 585 489 718 134

5,355 15,490 7,760 14,458
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For the year ended For the seven months ended
31 December 31 July
2015 2016 2016 2017
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Cash and cash equivalents as stated
in the combined statements of financial
position ............ ... .. ... ..., 5,985 15,497 7,998 14,458
Bank overdrafts. .. ................. (630) (7 (238) —
Cash and cash equivalents as stated
in the combined statements of
cashflows ...................... 5,355 15,490 7,760 14,458

Our Directors consider that the acquisition of certain equipment, furniture, utensils and rental
deposits of the Wan Chai Restaurant and the Macau Restaurant from Tang Palace Group in July 2016
does not impose material impact on our cashflow during the Track Record Period as a whole. If the
cash flows from operating activities before the changes in working capital generated by these two
restaurants are excluded, our Group would record cash flows from operating activities before the
changes in working capital of approximately HK$25,352,000 and HK$3,143,000 for the year ended
31 December 2016 and the seven months ended 31 July 2017, respectively. Our Directors confirmed
that our Group would have been able to meet the minimum cash flow requirement under the Rule
11.12A(1) of the GEM Listing Rules even if the financial results of these two restaurants were
excluded.

SELECTED KEY FINANCIAL RATIOS

For the seven

For the year ended or as at months ended or
31 December as at 31 July
2015 2016 2017
Profitability ratios
Return on assets. . .................... 0.6% 0.6% N.A.
Return on equity ..................... 3.8% 1.7% N.A.
Liquidity ratios
Current ratio . .......... ... .. 0.47 0.65 0.56
Quick ratio. . . ... .. 0.40 0.56 0.48
Capital adeq{uac}y ratios
Gearing ratio™" ... ... ... ... .. 75.2% 65.1% 63.5%
Interest coverage . ............. ... .... 1.5 times 1.9 times N.A.

Note: Gearing ratio is calculated based on the net debt at the end of the year/period divided by capital plus net debt at the
end of the respective year/period. Net debt represents interest-bearing bank and other borrowings, an amount due to
a director, amounts due to related companies, trade payables, other payables and accruals, obligations under finance
leases and a derivative financial instrument, less cash and cash equivalents. Capital represents the equity attributable

to owners of our Company.

DIVIDEND

During the Track Record Period, one of our Group members declared and paid dividends of
approximately HK$27,293,000 to the then shareholder during the year ended 31 December 2016.

There is no expected or predetermined dividend payout ratio after the Listing. The payment and
the amount of any future dividends will be at the discretion of our Directors and will depend upon
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our Group’s future operations and earnings, capital requirements and surplus, general financial
condition, contractual restrictions and other factors which our Directors deem relevant. Pursuant to
certain financial covenants contained in our bank borrowings, dividend with payout ratio of more
than 50% of the specific subsidiaries shall be subject to prior consent from the relevant bank. For the
details of the financial covenants contained in our bank borrowings, please refer to the paragraph
headed “Indebtedness” in the section headed “Financial Information” in this prospectus. Any final
dividend for a financial year will be subject to Shareholders’ approval. Holders of the Shares will be
entitled to receive such dividends pro rata according to the amounts paid up on the Shares.

Dividends may be paid only out of our Company’s distributable profits as permitted under the
relevant laws. There can be no assurance that our Company will be able to declare or distribute in
the amount set out in any plan of our Board or at all. The past dividend distribution record may not
be used as a reference or basis to determine the level of dividends that may be declared or paid by
our Company in the future.

LISTING EXPENSES

Our estimated listing expenses primarily consist of legal and professional fees, including
underwriting commission, in relation to the Listing. Assuming the Offer Price of HK$0.22 per Offer
Share, being the mid-point of the indicative range of the Offer Price stated in this prospectus, the
listing expenses are estimated to be approximately HK$30,205,000, of which approximately
HK$11,629,000 is directly attributable to the issue of new Shares and is to be accounted for as a
deduction from equity in accordance with the relevant accounting standard. The remaining amount
of approximately HK$4,125,000 and HK$6,132,000 was charged to the combined statements of profit
or loss for the year ended 31 December 2016 and the seven months ended 31 July 2017 and
approximately HK$8,319,000 is expected to be incurred after the Track Record Period. The estimated
listing expenses are subject to adjustments based on the actual amount incurred or to be incurred.

The estimated listing expenses are subject to adjustments based on the actual amount incurred
or to be incurred. In the circumstances, we expect that the expenses in connection with the Listing
will have a negative effect on our results of operations and financial condition for the year ending
31 December 2017.

MATERIAL ADVERSE CHANGE

The impact of the listing expenses on the profit or loss accounts has posted a material adverse
change in the financial or trading position or prospect of our Group since 31 July 2017 (being the date
of the latest audited combined financial statements were made up). Prospective investors should be
aware that our Group may incur a loss for the year ending 31 December 2017 as a result of incurrence
of listing expenses. In addition, our Directors anticipate that the increasing rental expenses upon the
renewal of expiring leases which have been renewed in 2017 and the increase in statutory minimum
wage in Hong Kong from HK$32.5 per hour to HK$34.5 per hour starting from 1 May 2017 will also
impose pressure on our operations, and our profitability for the year ending 31 December 2017 will
be adversely affected.

Save as disclosed above, our Directors confirmed that, up to the date of this prospectus, there
has been no material adverse change in our Group’s financial or trading positions or prospect of our
Company or its subsidiaries since 31 July 2017 (being the date of which our Group’s latest audited
combined financial statements were made up as set out in the Accountants’ Report in Appendix I to
this prospectus) and there had been no event since 31 July 2017 which would materially affect the
information shown in the Accountants’ Report in Appendix I to this prospectus.
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REASONS FOR THE SHARE OFFER

Despite the considerable expenses for the Listing, our Directors decide to proceed with this form
of equity financing for the purpose of our business expansion instead of solely obtaining debt
financing because our Directors are of the view that maintaining a lower level of borrowings would
benefit our Group and Shareholders as a whole. Given that the uncertain interest rate movement going
forward (which may expose to increasing borrowing costs in the future via debt financing), our
Directors believe that our Group’s financial performance and liquidity may be negatively affected due
to the principal and interest payments if we proceed with debt financing to fund all of our business
expansion.

According to the Ipsos Report, the Cantonese full-service restaurant industry is comparatively
competitive in Hong Kong, Shanghai and Macau. Our Directors believe that the Listing will allow
us to stand out from other competitors, and can further enhance the profile and recognition of our
Group and products and hence further strengthen our existing and potential suppliers’ and customers’
confidence in us, enable us to attract and retain quality personnel in this competitive market, and
enhance our internal corporate governance. In addition, the Listing and the Share Offer could enhance
our capital base and provide our Company with additional avenues to raise capital to strengthen our
financial position and enable us to implement our business objectives set out in the section headed
“Business Objectives and Future Plans”. Furthermore, a public listing status on GEM will allow us
to access to capital market for future corporate finance exercises, which will assist in our future
business development and strengthen our competitiveness.

SHAREHOLDERS INFORMATION

Immediately following completion of the Capitalisation Issue and the Share Offer (without
taking into account any Shares which may be allotted and issued under the exercise of any options
that may be granted under the Share Option Scheme), Million Edge (which is wholly-owned by Mr.
Wong WC) will hold more than 30% of our Company’s issued share capital. For the purpose of the
GEM Listing Rules, Mr. Wong WC and Million Edge (an investment holding company wholly owned
by Mr. Wong WC) are our Controlling Shareholders.

USE OF PROCEEDS

Based on the Offer Price of HK$0.22 per Offer Share, being the mid-point of the indicative
Offer Price range of HK$0.18 to HK$0.26 per Offer Share, we will receive gross proceeds of
HK$79,200,000. All expenses (including underwriting fees) in connection with the Listing to our
Group are estimated to be approximately HK$30,205,000. Consequently, we should receive net
proceeds, after deducting all related expenses (including underwriting fees), of approximately
HK$48,995,000 from the Share Offer. Our Directors intend to apply such net proceeds as follows:

From the
Latest From 1 July From 1 From 1 July
Practicable 2018 to 31  January 2019 2019 to 31

Date to 30 December to 30 June December Approximate
June 2018 2018 2019 2019 Total percentage
(HK$’000) (HK$°000) (HK$°000) (HK$°000) (HK$°000) (%)
Expansion in Hong Kong with multi-
brand strategy. .. ............ 25,000 2,000 4,000 5,000 36,000 73.5%
Enhancement of existing restaurant
facilities. . . ............... 5,400 — — — 5,400 11.0%
Enhancement of marketing and
Promotions . . ... ........... 600 300 300 300 1,500 3.1%
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From the
Latest From 1 July From 1 From 1 July
Practicable 2018 to 31  January 2019 2019 to 31

Date to 30 December to 30 June December Approximate
June 2018 2018 2019 2019 Total percentage
(HK$°000) (HK$°000) (HK$°000) (HK$000) (HK$’000) (%)
Repayment of bank and other
borrowings. . . ... ... ... ... 4,000 — — — 4,000 8.2%
Working Capital .. ............ 2,095 — — — 2,095 4.2%
37,095 2,300 4,300 5,300 48,995 100.0%

Please refer to the section headed “Business Objectives and Future Plans” in this prospectus for
details.

Our expansion plans for opening new restaurants

As at the Latest Practicable Date, our Group has entered into the tenancy agreement with the
landlord, and we currently expect to open a new Cantonese full-service restaurant under the name of
“Dragon King (F#££)” in Kwai Chung in the early-2018. Further, we plan to open a new restaurant
under the name of “Dragon Feast (F#£%)” in the Kwai Tsing District and a new restaurant under the
name of “Dragon King (#£%)” in the Eastern District in mid-2018 and mid-2019, respectively. Please
refer to the section headed “Business Objectives and Future Plans” in this prospectus for details.

OFFER STATISTICS

Share Offer Statistics

Market capitalisation at Listing V"¢ "/ : HK$259.2 million to HK$374.4 million

Offer size

Offer Price per Offer Share
Number of Offer Shares
Number of Placing Shares
Number of Public Offer Shares

Board lot
Unaudited pro forma adjusted net
tangible assets per Share ™' ?

Notes:

25.0% of the enlarged issued share capital of
our Company

HK$0.18 to HK$0.26

360,000,000 Shares

324,000,000 Shares (subject to reallocation)

36,000,000 Shares (including 3,600,000
Employee Reserved Shares) (subject to
reallocation)

12,000 Shares

HK$0.071 based on an Offer Price of
HKS$0.18 per Offer Share; and

HK$0.090 based on an Offer Price of
HK$0.26 per Offer Share

1. The calculation of the market capitalisation of the Shares is based on 1,440,000,000 Shares in issue immediately after
completion of the Capitalisation Issue and the Share Offer.

2. The unaudited pro forma adjusted net tangible assets per Share has been arrived at after the adjustments referred to
under the paragraph headed “Unaudited pro forma statement of adjusted combined net tangible assets” in the section
headed “Unaudited Pro Forma Financial Information” in Appendix II to this prospectus and on the basis of
1,440,000,000 Shares in issue at the respective Offer Prices of HK$0.18 and HK$0.26 per Share immediately
following completion of the Capitalisation Issue and the Share Offer.
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context otherwise requires.

In this prospectus, the following terms shall have the meanings set forth below unless the

“Able Ascent”

“affiliate”

“All Best Harvest”

“Application Form(s)”

“Articles” or “Articles of Association”

“Audit Committee”

“Best Merit”

“Board”

Able Ascent Limited (3 ABR/S 7)), a company incorporated
in Hong Kong on 29 May 2009 with limited liability, which shall
be an indirect wholly-owned subsidiary of our Company upon

completion of the Reorganisation

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

All Best Harvest Limited (ZEUCAHPRAF]), a company
incorporated in Hong Kong on 5 October 2010 with limited
liability, which shall be an indirect wholly-owned subsidiary of

our Company upon completion of the Reorganisation

WHITE Application Form(s), YELLOW Application Form(s),
GREEN Application Form(s) and PINK Application Form(s) or,
where the context so requires, any of them, relating to the Public
Offer

the amended and restated articles of association of our Company
adopted on 15 December 2017, which will become effective upon
the Listing, and as amended from time to time, a summary of
which is set out in the section headed “Summary of the
Constitution of our Company and Cayman Islands Company

Law” in Appendix IV to this prospectus

the audit committee of our Board

Best Merit Holdings Limited (F45#A R/ ), a company
incorporated in the BVI on 25 January 2016 with limited liability,
which shall be an indirect wholly-owned subsidiary of our

Company upon completion of the Reorganisation

the board of Directors
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“Business Day”

“BVI”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Centurion Treasure”

a day on which banks in Hong Kong are generally open for
normal banking business to the public and which is not a

Saturday, Sunday or public holiday in Hong Kong

the British Virgin Islands

the issue of 1,079,990,000 Shares to be made upon capitalisation
of part of the amount 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 our existing Shareholders passed on 15 December 2017 in

Appendix V to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing

participant or a general clearing participant

a person admitted to participate in CCASS as a custodian

participant

a person or persons admitted to participate in CCASS as an
investor participant, who may be an individual or joint

individuals or a corporation

a CCASS Clearing Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

Centurion Treasure Limited, a company incorporated in Samoa

on 3 January 2013 with limited liability and is wholly-owned by
Mr. Wee
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“Co-Lead Managers”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

“Company” or “our Company’

“Controlling Shareholder(s)”

“Corporate Governance Code”

“DCO”

>

AAA Securities Co. Limited, a licensed corporation for carrying
on type 1 (dealing in securities) regulated activity under the SFO,
China Industrial Securities International Capital Limited, a
licensed corporation for carrying on type 1 (dealing in securities)
and type 6 (advising on corporate finance) regulated activities
under the SFO and Long Asia Securities Limited, a licensed
corporation for carrying on type | (dealing in securities)
regulated activity under the SFO, being the Co-Lead Managers of
the Share Offer and Independent Third Parties

the Companies Law (as revised) of the Cayman Islands, as

amended, supplemented and/or modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) as amended, supplemented and/or otherwise modified

from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,

supplemented and/or otherwise modified from time to time

Dragon King Group Holdings Limited (FE 5% BB A BRA
A]), an exempted company incorporated in the Cayman Islands
with limited liability on 8 August 2016

has the meaning ascribed to it under the GEM Listing Rules and,
in the context of our Company, means the controlling
shareholders of our Company, namely Million Edge and Mr.
Wong WC

the Corporate Governance Code and Corporate Governance

Report in Appendix 15 to the GEM Listing Rules
the Dutiable Commodities Ordinance (Chapter 109 of the Laws

of Hong Kong), as amended, supplemented and/or otherwise

modified from time to time
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“DCR”

“Deed of Indemnity”

“Deed of Non-competition”

“DEP”

13 ‘DFEH’ bl

“Director(s)”

“Dragon Eagle King”

“Dragon Feast”

“Dragon King BVI”

the Dutiable Commodities (Liquor) Regulations (Chapter 109B
of the Laws of Hong Kong), as amended, supplemented and/or

otherwise modified from time to time

the deed of indemnity dated 15 December 2017 and entered into
by our Controlling Shareholders in favour of our Company (for
our Company and as trustee for our subsidiaries), the details of
which are set out in the paragraph headed “F. Other information

— 1. Tax and other indemnities” in Appendix V to this prospectus

the deed of non-competition undertakings dated 15 December
2017 and entered into by our Controlling Shareholders in favour
of our Company (for our Company and as trustee for our
subsidiaries), particulars of which are set out in the section
headed “Relationships with Our Controlling Shareholders —

Non-competition undertaking” in this prospectus

the Director of Environmental Protection

the Director of Food and Environmental Hygiene

the director(s) of our Company

Dragon Eagle King Limited, a company incorporated in the BVI
on 8 July 2016 with limited liability and is wholly-owned by

Centurion Treasure

Dragon Feast Restaurant (FEZL), the brand name used by our

Group to operate the Sheung Shui Restaurant

Dragon King Holdings Limited (FEEZERARAH]), a
company incorporated in the BVI on 19 November 2007 with
limited liability, which shall be a direct wholly-owned subsidiary

of our Company upon completion of the Reorganisation
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“Dragon King HK”

“Dragon King Macau”

“Dragon King”

“Dragon King Shanghai”

“Dragon Lake”

“Dragon Seal”

“Dragon Seal HK”

Dragon King Restaurant Group Limited (FE 2K K EEE A
PR/~ 7]), a company incorporated in Hong Kong on 28 June 2007
with limited liability, which shall be an indirect wholly-owned
subsidiary of our Company upon completion of the

Reorganisation

Dragon King Restaurant (Macau) Limited (¥& 2 & k(M) — A
A FR7Z> 7] (formerly known as Golden Jaguar Food and Beverage
Management Limited (E#5EKEH— AARAF) and
Tang’s Cuisine (Macau) Limited (=% 5B KR — AA
FRZy 7)), a company incorporated in Macau on 7 April 2010
with limited liability and acquired by our Group on 26 July 2016,
which shall be an indirect wholly-owned subsidiary of our

Company upon completion of the Reorganisation

Dragon King Restaurant (FEf), the brand name used by our
Group to operate the WTC Restaurant, Kwun Tong Restaurant,
San Po Kong Restaurant, Whampoa Restaurant and Wan Chai

Restaurant and Macau Restaurant

Dragon King Food & Beverage Management (Shanghai) Limited
(E2BEH(EE)ARAF]), a WFOE established in the
PRC with limited liability on 13 October 2009 and is wholly-
owned by Flyway

Dragon Lake Limited (HEI#A FR/A F), a company incorporated
in Hong Kong on 5 February 2003 with limited liability, which
shall be an indirect wholly-owned subsidiary of our Company

upon completion of the Reorganisation

Dragon Seal Restaurant & Bar (FE®L), the brand name used by

our Group to operate the ICC Restaurant

Dragon Seal Restaurant Limited (FEEEEEAFRAF]), a
company incorporated in Hong Kong on 24 May 2010 with
limited liability, which shall be an indirect wholly-owned
subsidiary of our Company upon completion of the

Reorganisation
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“Dragon Seal Shanghai”

“ECO”

“Eligible Employee(s)”

“Empire Hotel Restaurant”

“Employee Preferential Offering”

Dragon Seal Food & Beverage Management (Shanghai) Limited
(FEHEAE (L) A PRAF]), a WFOE established in the
PRC with limited liability on 22 March 2012, which shall be an
indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

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

full-time employee(s) of our Group who joined our Group on or
before the Latest Practicable Date and who: (a) is/are at least 18
years of age; (b) has/have a Hong Kong address and is/are a
holder of Hong Kong Identity Card; (c) remain(s) as a full-time
employee of our Company or any of our subsidiaries, and is/are
not on probation, as at the Latest Practicable Date; (d) has/have
not tendered resignation or been given notice of termination of
employment for any reason other than redundancy or retirement
on or before the Latest Practicable Date; (e) is/are not the chief
executive or directors of our Company or our subsidiaries or a
close associate of such chief executive or directors; (f) is/are
neither an, nor a close associate of existing beneficial owner(s) of
Shares or of shares of any of our subsidiaries; and (g) is/are not
any other connected person of our Company or a person who will
become a connected person of our Company immediately upon
the completion of the Share Offer

the restaurant located at Basement 2, Empire Hotel Hong Kong,
33 Hennessy Road, Wan Chai, Hong Kong and operated by
Wealth Club under the brand name “Dragon King (#£2)” during
the period between September 2005 and July 2011

the offer of the Employee Reserved Shares for subscription by
the Eligible Employees at the Offer Price (plus a brokerage of
1%, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%) on the terms and subject to the conditions
described in this prospectus and the PINK Application Form, as
further described in the section headed “Structure and Conditions
of the Share Offer — The Employee Preferential Offering” of this

prospectus
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“Employee Reserved Shares”

“ana

“EPD”

“FBR”

“FDR”

13 AFEHD’ b

“FIU(F)R”

3 ‘Flyway, ’

“Frontpage Capital” or “Sole Sponsor”
or “Bookrunner” or “Lead Manager”

“GEM”

the 3,600,000 Offer Shares (representing 1.0% of the total
number of Offer Shares initially being offered under the Share
Offer) being offered pursuant to the Employee Preferential
Offering and which are to be allocated out of the Public Offer
Shares

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 Food Business Regulation (Chapter 132X of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

the Food and Drugs (Composition and Labelling) Regulations
(Chapter 132W of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

the Food and Environmental Hygiene Department of the
Government

the Factories and Industrial Undertakings (Fire Precautions in
Notifiable Workplaces) Regulations (Chapter 59V of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

Flyway Limited (J& A FR/AF]), a company incorporated in
Hong Kong on 9 July 2009 with limited liability and is wholly
owned by an Independent Third Party

Frontpage Capital Limited, a licensed corporation for carrying on
type 1 (dealing in securities) and type 6 (advising on corporate
finance) regulated activities under the SFO, and the sole sponsor,
the bookrunner and the lead manager for the Share Offer, and an
Independent Third Party

the Growth Enterprise Market of the Stock Exchange
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“GEM Listing Rules”

“Giant Wealth”

“Gold Profit”

“Good Vision”

“Government”

“Greater Year”

“GREEN Application Form(s)”

99 ¢ LEINNTS

“Group”, “our Group”, “we” or “us”

“HK$” or “Hong Kong Dollars”

“HK eIPO White Form”

the Rules Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong
Limited, as amended, supplemented or otherwise modified from
time to time

Giant Wealth Limited (& 5 Fi2/A 7]), a company incorporated
in the Seychelles on 16 November 2016 with limited liability and
is wholly-owned by Ms. Chan

Gold Profit Trading Limited (4 % % A R/ F]), a company
incorporated in Hong Kong on 20 April 2007 with limited
liability, which shall be an indirect wholly-owned subsidiary of
our Company upon completion of the Reorganisation

Good Vision Limited, a company incorporated in Seychelles on
4 May 2016 with limited liability and is wholly owned by Tang
Palace BVI

the Government of Hong Kong

Greater Year Investments Limited (HEFEHIRAF]), a
company incorporated in the BVI on 4 July 2016 with limited
liability, which shall be an indirect wholly-owned subsidiary of
our Company upon completion of the Reorganisation

the application form(s) to be completed by the HK eIPO White
Form Service Provider

our Company and its subsidiaries or, where the context requires,
in respect of the period prior to our Company becoming the
holding company of its present subsidiaries, such subsidiaries as
if they were subsidiaries of our Company at the relevant time

Hong Kong dollars, the lawful currency of Hong Kong

the application for the Public Offer Shares to be issued in
applicant’s own name by submitting applications online through
the designated website at www.hkeipo.hk
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DEFINITIONS

“HK eIPO White Form Service
Provider”

“HKEx website”

“HKFRSs”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Branch Share Registrar”

“IC Consultant”

“ICC Restaurant”

“Imperial Seal”

the HK e[PO White Form service provider designated by our
Company, as specified on the designated website at
www.hkeipo.hk

the internet website at www.hkexnews.hk operated by Hong

Kong Exchanges and Clearing Limited

Hong Kong Financial Reporting Standards (including Hong
Kong Accounting Standards, amendments and interpretations)
issued by the Hong Kong Institute of Certified Public
Accountants

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited, the branch share registrar and
transfer office of our Company in Hong Kong

Sam K. M. Ng CPA Limited, the internal control consultant
engaged by our Group to consider and comment on the design,
implementation and operating effectiveness of the internal
control procedures of our Group

the restaurant located at Shop C on Level 101 of International
Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong
and operated by Able Ascent under the brand name “Dragon Seal

(FEHE)”

Imperial Seal Restaurant & Bar (£ 8), the brand name used by
our Group to operate the Shanghai Restaurant
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DEFINITIONS

“Independent Third Party(ies)”

“Ipsos” or “Market researcher”

“Ipsos Report”

“King Bright”

“King Harbour”

1)

“Kwai Chung Restaurant

“Kwun Tong Restaurant”

“Latest Practicable Date”

“Legal Counsel”

an individual(s) or a company(ies) who or which is or are
independent of and not connected (within the meaning of the
GEM Listing Rules) with any of the Directors, chief executive or
substantial shareholder(s) of our Company, its subsidiaries or any
of their respective associate(s)

Ipsos Limited, an independent market research and consulting
company commissioned by our Company for preparing the Ipsos
Report

an independent market research report on market landscape and
competitive analysis for the Cantonese full-service restaurant
industry in Hong Kong, Shanghai and Macau, as prepared by
Ipsos, details of which are set out in the section headed “Industry

Overview” of this prospectus

King Bright Group Limited (tMEZEEI A R/AH]), a company
incorporated in the Seychelles on 17 November 2016 with
limited liability and is wholly-owned by Mr. Ngai

King Harbour Limited (%454 BR /> 7)), a company incorporated
in Hong Kong on 13 July 2006 with limited liability, which shall
be an indirect wholly-owned subsidiary of our Company upon

completion of the Reorganisation

the restaurant located at 9th Floor, KCC, Nos. 72-76 Kwai
Cheong Road, Kwai Chung, New Territories, Hong Kong and
will operate by Dragon Seal HK under the brand name “Dragon
King (FE&)”

the restaurant located at 2nd Floor, Yen Sheng Centre, 64 Hoi
Yuen Road, Kwun Tong, Kowloon, Hong Kong and operated by
King Harbour under the brand name “Dragon King (F££)”

18 December 2017, being the latest practicable date prior to the
printing of this prospectus for ascertaining certain information

contained herein

Mr. Chan Chung, barrister-at-law in Hong Kong, who is an
Independent Third Party
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DEFINITIONS

“Listing”

“Listing Date”

“Listing Division”

“LLB”

“Macau”

“Macau Restaurant”

“Main Board”

“Mass Effort”

“Memorandum” or “Memorandum of
Association”

“Million Edge”

“MOP”

“Mr. Lee”

“Mr. Man”

“Mr. Ngai”

“Mr. Wang”

the listing of the Shares on GEM

the date on which dealings in the Shares on GEM first commence
the Listing Division of the Stock Exchange

the Liquor Licensing Board of Hong Kong

the Macao Special Administrative Region of the PRC

the restaurant located at Shop No, 2132, Level 3, Grand Canal
Shoppes at the Venetian and operated by Dragon King Macau
under the brand name “Dragon King (FE£)”

the stock exchange (excluding the option market) operated by the
Stock Exchange which is independent from and operated in
parallel with the Growth Enterprise Market of the Stock
Exchange

Mass Effort Limited ()4 47 FR/A 7]), a company incorporated in
Hong Kong on 3 January 2011 with limited liability, which shall
be an indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

the memorandum of association of our Company

Million Edge Developments Limited (#7F|#EARAH]), a
company incorporated in the BVI on 5 July 2016 with limited
liability and is wholly-owned by Mr. Wong WC

Macanese pataca, the lawful currency of Macau

Mr. Lee Wing Sun (ZF4%%)

Mr. Man King Wah Josh (3C5 %)

Mr. Ngai King Hung ({2 4U)

Mr. Wang Kei Ming ()
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DEFINITIONS

“Mr. Wee”

“Mr. Wong WC”

“Mr. Wong WH”

“Ms. Chan”

“Ms. Lee”

“Nomination Committee”

“Offer Price”

“Offer Shares”

“PHMSO”

“PINK Application Form(s)”

“Placing”

Mr. Wee Ho (E£ifh)

Mr. Wong Wing Chee (#7K /i), an executive Director, the chief
executive officer of our Company, one of the Controlling
Shareholders, the brother of Mr. Wong WH and Ms. Wong Sau
Yee and the spouse of Ms. Lee

Mr. Wong Wing Hong (#7KJ#), an executive Director and the
brother of Mr. Wong WC and Ms. Wong Sau Yee

Ms. Chan Hoi Ching (Ff £)

Ms. Lee Ching Nung Angel (%= ##}%), the chairman of the Board,
an executive Director, and the spouse of Mr. Wong WC

the nomination committee of the Board

the final 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 Offer Shares are to be
subscribed, to be determined in the manner further described in
the section headed “Structure and Conditions of the Share Offer
— Pricing and allocation” of this prospectus

the Public Offer Shares and the Placing Shares, collectively

Public Health and Municipal Services Ordinance (Chapter 132 of
the Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

the application form(s) to be sent to Eligible Employees to
subscribe for the Employee Reserved Shares pursuant to the
Employee Preferential Offering

the conditional placing of the Placing Shares by the Placing
Underwriters, as further described in the section headed
“Structure and Conditions of the Share Offer” in this prospectus
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DEFINITIONS

“Placing Shares”

“Placing Underwriters”

“Placing Underwriting Agreement”

“PRC” or “China”

“PRC Legal Adviser”

“Pre-IPO Investment 1”

“Pre-IPO Investment 2

“Pre-IPO Investment 3

“Pre-IPO Investment 4

the 324,000,000 new Shares initially offered by our Company for
subscription at the Offer Price under the Placing, subject to
reallocation as described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

the underwriters of the Placing that are expected to enter into the
Placing Underwriting Agreement

the underwriting agreement expected to be entered into on or
around Wednesday, 3 January 2018 by, among others, our
Controlling Shareholders, the Lead Manager, the Co-Lead
Managers, the Placing Underwriters, our executive Directors and
our Company in respect of the Placing, as further described in the
section headed “Underwriting — Underwriting arrangements and
expenses — The Placing” of this prospectus

the People’s Republic of China (73 A R ILFNE]) which, for the
purposes of this prospectus only, and except where the context
requires otherwise, excludes Hong Kong, Macau and Taiwan

Shu Jin Law Firm

the investment in our Company by Wise Alliance pursuant to the
Pre-IPO Investment Agreement 1, as further described in the
section headed “History, Development and Reorganisation” in
this prospectus

the investment in our Company by Dragon Eagle King pursuant
to the Pre-IPO Investment Agreement 2, as further described in
the section headed “History, Development and Reorganisation”
in this prospectus

the investment in our Company by Rank Advance pursuant to the
Pre-IPO Investment Agreement 3, as further described in the
section headed “History, Development and Reorganisation” in
this prospectus

the investment in our Company by Good Vision pursuant to the
Pre-IPO Investment Agreement 4, as further described in the
section headed “History, Development and Reorganisation” in
this prospectus
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DEFINITIONS

“Pre-IPO Investment Agreement 1”

“Pre-IPO Investment Agreement 2”

“Pre-IPO Investment Agreement 3”

“Pre-IPO Investment Agreement 4”

“Pre-IPO Investments”

“Predecessor Companies Ordinance”

“Premier Oriental”

“Price Determination Agreement”

the subscription agreement dated 1 August 2016 in relation to the
subscription of 10% of the issued share capital of Dragon King
BVI and a supplemental agreement to the subscription agreement
dated 26 September 2016 entered into between Wise Alliance,
Mr. Wong WC and Dragon King BVI

the subscription agreement dated 12 August 2016 in relation to
the subscription of 7% of the issued share capital of Dragon King
BVI and a supplemental agreement to the subscription agreement
dated 26 September 2016 entered into between Dragon Eagle
King, Mr. Wong WC and Dragon King BVI

the subscription agreement dated 19 August 2016 in relation to
the subscription of 4% of the issued share capital of Dragon King
BVI and a supplemental agreement to the subscription agreement
dated 26 September 2016 entered into between Rank Advance,
Mr. Wong WC and Dragon King BVI

(a) the Tang Palace Sale & Purchase Agreement; (b) the Tang
Palace Supplemental Agreements; and (c) the subscription
agreement dated 26 September 2016 in relation to the
subscription of 7% of the issued share capital of Dragon King
BVI entered into between Good Vision, Mr. Wong WC and
Dragon King BVI

Pre-IPO Investment 1, Pre-IPO Investment 2, Pre-IPO
Investment 3 and Pre-IPO Investment 4, collectively

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

Premier Oriental Limited (#J/JHRAT]), a company
incorporated in Hong Kong on 27 May 2016 with limited
liability, which shall be an indirect wholly-owned subsidiary of

our Company upon completion of the Reorganisation

the agreement to be entered into by the Lead Manager (for itself
and on behalf of the Underwriters) and our Company on the Price
Determination Date to record and fix the Offer Price
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DEFINITIONS

“Price Determination Date”

“Prominent Voice”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriter”

“Public Offer Underwriting

Agreement”

“Rank Advance”

“Regulation S”

“Remuneration Committee”

the date, expected to be on or around Monday, 8 January 2018, on

which the Price Determination Agreement is entered into

Prominent Voice Limited (EZAFRAF), a company
incorporated in Hong Kong on 2 April 2015 with limited liability,
which shall be an indirect wholly-owned subsidiary of the
Company upon completion of the Reorganisation

the conditional offer to the public in Hong Kong for subscription
of the Public Offer Shares at the Offer Price, on and subject to the
terms and conditions stated in this prospectus and in the
Application Forms, as further described in the section headed
“Structure and Conditions of the Share Offer” of this prospectus
and the related Application Forms

the 36,000,000 new Shares initially offered by our Company for
subscription at the Offer Price under the Public Offer, subject to
reallocation as mentioned in the section headed “Structure and
Conditions of the Share Offer” of this prospectus

the underwriter of the Public Offer listed in the section headed
“Underwriting — Public Offer Underwriter” of this prospectus

the underwriting agreement dated 28 December 2017 relating to
the Public Offer and entered into by our Company, our executive
Directors, our Controlling Shareholders, the Sole Sponsor, the
Lead Manager, the Bookrunner and the Public Offer Underwriter,
as further described in the section headed “Underwriting —
Underwriting arrangements and expenses — The Public Offer —
Public Offer Underwriting Agreement” of this prospectus

Rank Advance Limited (FEAMAF]), a company
incorporated in the Seychelles on 20 January 2016 with limited
liability and is wholly-owned by Mr. Wang

the Regulation S under the U.S. Securities Act

the remuneration committee of our Board
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DEFINITIONS

“Reorganisation”

“Repurchase Mandate”

“RMB” or “Renminbi”

“Samoa”

“San Po Kong Restaurant”

“Seychelles”

“SFC”

“SFO”

“Shanghai”

“Shanghai Restaurant”

“Share(s)”

“Shareholder(s)”

“Share Offer”

the corporate reorganisation of our Group in preparation for the
Listing as described in the section headed “History, Development
and Reorganisation — Reorganisation” in this prospectus

the general unconditional mandate granted to our Directors by
our Shareholders in relation to the repurchase of our Shares,
further details of which are contained in the paragraph headed
“A. Further information about our Company — 6. Repurchase of
our Shares by our Company” in Appendix V to this prospectus
Renminbi, the lawful currency of the PRC

the Independent State of Samoa

the restaurant located at Shop No. 110 of the 1st Floor of Mikiki,
No. 638 Prince Edward Road East, San Po Kong, Kowloon,
Hong Kong and operated by Mass Effort under the brand name
“Dragon King (FE£)”

the Republic of Seychelles

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

Shanghai Municipality in the PRC

the restaurant located at No. 27 Pudong Road South, Pudong
New District, Shanghai and operated by Silver Everford under

the brand name “Imperial Seal (£ #%)”

ordinary share(s) with nominal value of HK$0.01 each in the
share capital of our Company

holder(s) of the Share(s)

the Public Offer and the Placing
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DEFINITIONS

“Share Option Scheme”

“Sheung Shui Restaurant”

“Silver Everford”

295

“sq.m.” or “m

“Stock Exchange”

“subsidiary(ies)”

“Takeovers Code”

“Tang Palace BVI”

“Tang Palace Group”

the share option scheme conditionally adopted by our Company,
a summary of the principal terms and conditions of which is set
forth in the section headed “E. Share Option Scheme” in
Appendix V to this prospectus

the restaurant located at Shop No. 401, 4/F, Choi Yuen Plaza,
Choi Yuen Estate, Choi Yuen Road, Sheung Shui, New
Territories, Hong Kong and operated by Prominent Voice under
the brand name “Dragon Feast” (HE%)”

Silver Everford Limited (#R/K#AFR/AH]), a company
incorporated in Hong Kong on 19 May 2011 with limited
liability, which shall be an indirect wholly-owned subsidiary of
the Company upon completion of the Reorganisation

square meters

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 15 of the Companies
Ordinance

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time to time

Hong Kong Tang Palace Food & Beverage Group Company
Limited (755 = 4 F A PR A), a company incorporated
in the BVI on 12 November 2009 with limited liability and
wholly-owned by Tang Palace (China)

Tang Palace (China) and its subsidiaries
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DEFINITIONS

“Tang Palace Sale & Purchase

Agreement”

“Tang Palace Supplemental
Agreements”

“Tang Palace (China)”

“TDO”

“Track Record Period”

“Underwriter(s)”

“Underwriting Agreements”

“US$”

“U.S.” or “United States” or “US”

“U.S. Securities Act”

“Venetian”

a sale and purchase agreement dated 30 June 2016 entered into
between Dragon King BVI and Premier Oriental, Tang Palace
Catering (Overseas) Limited and Excellent Tang Palace Food and
Beverage Group Company Limited and Mr. Wong WC in relation
to the sale of (i) the entire issued share capital of Dragon King
Macau and (ii) certain equipment, furniture, utensils and rental
deposits

the supplemental agreement and the second supplemental
agreement to the Tang Palace Sale & Purchase Agreement dated
26 September 2016 and 28 September 2016, respectively,
pursuant to which the consideration of the Tang Palace Sale &
Purchase Agreement was to be satisfied by the issue and
allotment of 15 shares in Dragon King BVI to Good Vision

Tang Palace (China) Holdings Limited (&= (4 [B)#%E A BR 2
), a company incorporated in the Cayman Islands on 11 March

2010 and listed on the Main Board of the Stock Exchange (stock
code: 1181)

the Trade Descriptions Ordinance (Chapter 362 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified

from time to time

the period comprising the financial years ended 31 December
2015 and 2016 and the seven months ended 31 July 2017

the Public Offer Underwriter and the Placing Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

United States dollars, the lawful currency of the United States of
America

the United States of America

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

The Venetian Macao Resort Hotel at Cotai Strip, Macau
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DEFINITIONS

“Wan Chai Restaurant”

“Wealth Club”

“Wealthy Time”

“WFOE”

“Whampoa Restaurant”

“WHITE Application Form(s)”

“Wise Alliance”

“WPCO”

“WTC Restaurant”

“Yau Ma Tei Restaurant”

the restaurant located at Shop 801 on the 8th Floor of Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong and
operated by Premier Oriental under the brand name ‘“Dragon
King (FE2)”

Wealth Club Limited (& %47 FRZ2 A), a company incorporated
in Hong Kong on 13 May 2005 with limited liability, which shall
be an indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

Wealthy Time Limited (& % A PR /A 7)), a company incorporated
in the Seychelles on 7 November 2016 with limited liability and
is wholly-owned by Mr. Wong WH

Wholly foreign owned enterprise in the PRC

the restaurant located at Shop No. 1 on the 3rd Floor, Whampoa
Gourmet Place, Site 8, Whampoa Garden, Hunghom, Kowloon,
Hong Kong and operated by Wealth Club under the brand name
“Dragon King (FE£)”

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

Wise Alliance Limited, a company incorporated in the Seychelles
on 21 June 2016 with limited liability and is wholly-owned by
Mr. Lee

the Water Pollution Control Ordinance (Chapter 358 of the Laws
of Hong Kong), as amended, supplemented or otherwise
modified from time to time

the restaurant located at 12th Floor of The World Trade Centre,
280 Gloucester Road, Causeway Bay, Hong Kong and operated
by Dragon King HK under the brand name “Dragon King (HE
B \2

)

the restaurant located at 41-43 Pitt Street, Yau Ma Tei, Kowloon,
Hong Kong and operated by Dragon Lake under the brand name
“Dragon King (HE£)” during the period between November
2004 and August 2012
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DEFINITIONS

“YELLOW Application Form(s)” 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

“%” per cent.

In this prospectus, the terms “associates”, “close associates”, “connected person”, “core
connected person”, “connected transaction”, “controlling shareholder” and “substantial shareholder”
shall have the meanings given to such terms in the GEM Listing Rules, unless the context otherwise

requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown in totals in certain tables may not be the arithmetic

aggregation of the figures preceding them.

Translated English names of Chinese natural persons, legal persons, governmental authorities,
institutions or other entities for which no official English translation exist are unofficial translations
for identification purposes only, and in the event of any inconsistency between the Chinese names of
the entities mentioned in this prospectus and their English translations, the Chinese names shall

prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains terms used in this prospectus as they relate to our
business. As such, these terms and their meanings may not always correspond to standard

industry meaning or usage of those terms.

“CAGR”

“CB D”

“CPI”

“dim sum”

“full-service restaurant”

“GDP”

“high spending customers”

“ISO”

“low spending customers”

compound annual growth rate

central business district

consumer price index

a style of Cantonese cuisine prepared as small bite-sized
portions of food traditionally served in small steamer baskets

or on small plates

refers to the catering segment that is made up of traditional
sit-down restaurants with full table service provided by
waiters; and full-service restaurants generally offer food at

set morning, lunch and dinner times rather than all day

gross domestic product

when used in the context of the Cantonese full-service
restaurant sector, customers with average spending per
customer above HK$400 in Hong Kong or above RMB400 in
Shanghai or above MOP400 in Macau

International Organisation for Standardisation standards for
quality management which ensure an organisation’s products
conform to customer requirements and applicable statutory
and regulatory standards and which set requirements for
what an organisation must do to manage processes

influencing product quality
when used in the context of the Cantonese full-service

restaurant sector, customers with average spending per

customer below HK$150 in Hong Kong
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GLOSSARY OF TECHNICAL TERMS

“mid spending customers” when used in the context of the Cantonese full-service
restaurant sector, customers with average spending per
customer between HK$150 and HK$400 in Hong Kong

“POS system” point of sale software system
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements including, without limitation, words and
expressions such as “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”,
“plan”, “seek”, “will”, “would” or similar words or statements, in particular, in the sections headed
“Business” and “Financial Information” of this prospectus in relation to future events, our future
financial, business or other performance and development, the future development of our industry

and the future development of the general economy of our key markets.

These statements are based on various assumptions regarding our present and future business
strategy and the environment in which we will operate in the future. These forward-looking
statements reflecting our current views with respect to future events are not a guarantee of future
performance and are subject to certain risks, uncertainties and assumptions including the risk factors

described in this prospectus and the following:

. change or volatility in interest rates, foreign exchange rates, equity prices, volumes,

operations, margins, risk management and overall market trends;

. capital market developments;

. general political and business conditions in the markets in which our Group operates;

. our business and operating strategies and the various measures to implement such

strategies;

. our Group’s dividend;

. our operations and business prospects, including development plans for our existing and

new businesses;

. the future competitive environment for the industries in which we operate;

. our Group’s ability to protect our Group’s intellectual property rights;

. our Group’s financial position;

. changes to the regulatory environment as well as the general industry outlook for the

industries in which we operate;

. fluctuation in the prices of raw materials and our Group’s ability to pass-through any

increases in price to customers;

. future developments in the industries in which we operate;
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FORWARD-LOOKING STATEMENTS

. the actions and developments of our competitors and our Group’s ability to compete under

these actions and developments;

. the effects of the global financial markets and economic crisis; and

. other factors beyond our Group’s control.

Subject to the requirements of applicable laws, rules and regulations and the GEM Listing Rules, we
do not have any obligation to update or otherwise revise the forward-looking statements in this prospectus,
whether as a result of new information, future events or otherwise. As a result of these and other risks,
uncertainties and assumptions, the forward looking events and circumstances discussed in this prospectus
might not occur in the way we expect, or at all. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements contained in this prospectus are qualified by
reference to the cautionary statements set out in this section. In this prospectus, unless otherwise stated,
statements of or references to our 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

Prospective investors should consider carefully all the information set forth in this
prospectus and, in particular, should consider the following risks and special considerations in
connection with an investment in our Company before making any investment decision in relation
to the Share Offer. The occurrence of any of the following risks may have a material adverse
effect on the business, results of operations, financial conditions and future prospects of our
Group. Additional risks not currently known to us or that we now deem immaterial may also harm

us and affect your investment.

This prospectus contains certain forward-looking statements regarding our plans,
objectives, expectations and intentions which involve risks and uncertainties. Our Group’s actual
results could differ materially from those discussed in this prospectus. Factors that could cause
or contribute to such differences include those discussed below as well as those discussed
elsewhere in this prospectus. The trading price of the Offer Shares could decline due to any of

these risks, and you may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Labour shortages or increase in staff costs could affect our Group’s future development,

business operation, financial condition and operation results

Restaurant operations are highly service-oriented. Our Group’s future success depends in part
upon its ability to attract, motivate and retain a sufficient number of qualified and experienced staff,
including restaurant managers (restaurant level), kitchen staff and waiting staff, all of which are
necessary to meet the needs of our Group’s existing restaurants and keep pace with our Group’s
expansion plan. There is a short supply of qualified individuals in the food and beverage industry and
competition for these personnel is intense. Therefore, there is no assurance that our Group will be
able to recruit all necessary personnel. Should our Group fail to recruit and retain qualified
individuals in the future, its expansion plan may be delayed and labour shortage could also adversely
affect our operations in existing restaurants. Any such delays, material increases in staff turnover
rates in existing restaurants or widespread staff dissatisfaction could have a material adverse effect

on our Group’s business and operation results.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, the
staff costs amounted to approximately 31.5%, 31.2% and 32.6% of our Group’s revenue. Therefore,
any significant increase in staff costs could adversely affect our Group’s financial condition and

operation results.

In addition, since the Minimum Wage Ordinance came into effect on 1 May 2011, the statutory
minimum wage was set to HK$28 per hour which was then increased to HK$30, HK$32.5 and
HK$34.5 per hour with effect from 1 May 2013, 1 May 2015 and 1 May 2017, respectively. The
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RISK FACTORS

increase in the statutory minimum wage rate may increase the overall market salary level of low-paid
workers, which may in turn increase our Group’s staff costs. There is no assurance that the
Government will not increase the statutory minimum wage rate again in the future. If our Group
decides not to pass the increasing staff costs onto our customers by increasing the prices, or cannot

manage effectively our costs of operations, our financial results will be adversely affected.

We have recorded negative operating cashflows for the seven months ended 31 July 2017

Our Group recorded net cash used in operating activities of approximately HK$7,240,000 for
the seven months ended 31 July 2017. This was attributable to operating cash flows before working
capital changes of approximately HK$5,243,000 and the result for the movement in working capital
and interest paid on bank loans, overdrafts and other loans. The movement in working capital for the
period was mainly attributable to (i) the increase in prepayment, deposits and other receivables of
approximately HK$3,930,000 mainly due to the prepayment of the listing expenses; (ii) the decrease
in trade payables of approximately HK$5,311,000; and (iii) the decrease in other payables and
accruals of approximately HK$4,488,000, during the seven months ended 31 July 2017. In the event
that we are unable to generate sufficient cashflow for our operations or otherwise unable to obtain
sufficient funds to finance our business, our liquidity and financial condition will be materially and
adversely affected. We cannot give assurance that we will have sufficient cash from other sources to

fund our operations.

We are exposed to credit risks from customers which may affect our cash flow position and

results of operations

We are exposed to credit risks from our customers. Our Group’s sales are mainly settled in credit
cards or in cash. Nevertheless, we have experienced an increase in our trade receivables and for the
years ended 31 December 2015 and 2016, the trade receivables amounted to HK$1,108,000 and
HK$5,076,000, respectively. As at 31 July 2017, our trade receivables amounted to approximately
HK$4,108,000. In addition, we have to pay in advance certain costs and expenses prior to the
payment from our customers, and to maintain our daily operations, we need to have sufficient
cashflow. In the event that our customers have insufficient liquidity and they delay their payments
to us, our cashflow level may be reduced, and our operation and financial position may be adversely

affected accordingly.

We face the risk of obsolescence for our inventory

During the Track Record Period, our inventory mainly comprised frozen meat products, dried
ingredients and other consumables. Our inventories for the years ended 31 December 2015 and 2016
and the seven months ended 31 July 2017 were approximately HK$9,942,000, HK$11,402,000 and

HK$9,367,000, respectively, and our inventory turnover days for the abovementioned period were
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RISK FACTORS

approximately 38.7 days, 30.7 days and 30.1 days, respectively. During the Track Record Period, we
had not written-off any inventory and no provision for impairment of inventories was recorded. Our
inventory inevitably faces obsolescence risks where there are unexpected material fluctuations or
abnormalities in the supply and demand of frozen meat products, dried ingredients and other
consumables by suppliers and customers, respectively or where there are changes in consumers’

tastes and preferences, which may lead to decreased demand and overstocking of particular products.

In addition, the nature of our products require storage maintained at different level of frozen
conditions in our frozen warehouses. Any unexpected and adverse changes in the optimal storage
conditions of our warehouse facilities may expedite the deterioration of such products and in turn

heighten the risk of inventory obsolescence or exposure to litigation matters.

As we lease all of the properties on which our restaurants operate, we are exposed to risks
relating to the commercial real estate rental market, including unpredictable and potentially

high occupancy costs

We lease all the properties on which our restaurants operate in Hong Kong, Macau and the PRC.
Accordingly, occupancy costs account for a significant portion of our operating expenses. For the two
years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, our property
rentals and related expenses amounted to HK$46,867,000, HK$62,306,000 and HK$41,951,000,
respectively, representing 15.9%, 15.8% and 17.9% of our revenue from restaurant operations during
the respective periods. Our Directors believe that, generally, rental costs for premises that are suitable
for restaurant businesses in Hong Kong, Macau and the PRC may continue to increase. Our
substantial operating lease obligations expose us to risks, including increasing our vulnerability to
adverse economic conditions, limiting our ability to obtain additional financing and reducing our cash
available for other purposes. In addition, we need to compete with other restaurants for quality sites
in a highly competitive market for retail premises. If we are unable to secure desirable restaurant
locations or secure renewals of existing leases on commercially reasonable terms, our business,

results of operations and ability to implement our growth strategy will be adversely affected.

The lease agreements for our restaurant sites typically have an initial term ranging from 3 to 11
years. Please refer to the section headed “Business — Property” for details. Some lease agreements
contain an option for us to renew for an additional term. Many of our lease agreements provide that
the rent will increase within the initial term or after the initial term at a fixed rate or at the then
prevailing market rate. Where we do not have an option to renew a lease agreement, we must
negotiate the terms of renewal with the lessor, which may insist on a significant modification to the
terms and conditions of the lease agreement. If such lease agreement (or the lease agreements of our
restaurants) is not renewed, or is not renewed at a reasonable rate, we will have to close or relocate
the restaurant, which would eliminate the sales that the restaurant would have contributed to our
revenues during the period of closure, and could subject us to relocation and other costs. In addition,
the revenue and any profit generated at a relocated restaurant may be less than the revenue and profit

previously generated at the closed restaurant and hence affecting our results of operations.
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Our business in Wan Chai and Macau has a limited operating history, we cannot guarantee that

we will generate revenue and grow our business as planned

We commenced business in Wan Chai and Macau in July 2016, respectively. As our business in
Wan Chai and Macau only has a relatively short operating history, the performance of our Group
during the Track Record Period may not be taken as a reference to estimate our Group’s future
performance. There is no assurance that our Group will be successful in meeting all challenges and
addressing the risks and uncertainties as may be faced by our Group in developing its new business
and our Group’s operation performance can be maintained in the level similar to those in the Track
Record Period. Should our Group fail to maintain such performance, our Group’s financial results

may be adversely affected.

Our Group recorded a net current liabilities position as at 31 December 2015, 31 December
2016, 31 July 2017 and 31 October 2017 and may experience net current liabilities position in

the future

As at 31 December 2015, 31 December 2016, 31 July 2017 and 31 October 2017, our Group
reported net current liabilities of approximately HK$81,069,000, HK$47,249,000, HK$49,907,000
and HK$49,731,000, respectively. The net current liabilities of our Group as at 31 December 2015,
31 December 2016, 31 July 2017 and 31 October 2017 were primarily due to the large amount of
capital expenditure invested in our restaurants as reported under our non-current assets being funded
by bank borrowings with a repayment on demand clause which were reported under our current
liabilities. There is no assurance that our Group’s operations will generate sufficient cash inflow or
we could raise funds from other channels to finance all our Group’s activities and cover our general
working capital requirements in the future. In the event that our Group is unable to generate enough
cash from our operations to finance our future development, the performance and prospects of our
Group as well as our ability to implement our business plans will be adversely affected. For further
details of indebtedness and liquidity, financial resources and capital structure of our Group, please

refer to the section headed “Financial Information” of this prospectus.

Seasonality factors may affect our Group’s financial performance

Our Group’s overall operation results can fluctuate significantly from period to period because
of seasonal fluctuations. Our Group’s revenue during certain holiday periods, such as the Christmas
holidays and the Chinese New Year holidays, are usually higher than those for the remaining months
of the year. Generally, the revenue of our Group during April to August is lower than that for the
remaining months, mainly due to limited traditional Chinese festivals during such period. As such,
the results of our Group’s financial performance may fluctuate from period to period and any
comparison of different periods may not reflect our Group’s overall financial performance accurately
due to seasonality. The results for a given fiscal period are not necessarily indicative of results to be

expected for any other fiscal period.
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The future growth of our Group relies on its ability to open and profitably operate new
restaurants, and our Group’s new restaurants may not operate as successfully as our Group has

anticipated

We believe that the future growth of our Group relies largely on its ability to open and operate
new restaurants in a profitable manner. However, the ability to successfully open new restaurants is
subject to a number of uncertainties, such as difficulties in locating suitable sites or securing leases
on reasonable terms and conditions, delay in securing necessary governmental approvals and
licences, shortage of quality chefs and employees, and delay in renovation and decoration works.
Costs will be incurred for opening of new restaurants and the expansion plan may place substantial
strain on the managerial, operational and financial resources of our Group. There is no assurance that
the internal resources of our Group will be adequate to support the expansion plans. Moreover, there
is no guarantee that our Group will be able to attract sufficient customers to the new restaurants and
there is no assurance that the revenue of each of our Group’s new restaurants would be profitable.
If we are unable to run the new restaurants profitably, our Group’s financial performance will be

adversely affected.

Our operations are susceptible to increases in purchase costs for food ingredients, which could

adversely affect our margins and results of operations

Our profitability depends significantly on our ability to anticipate and react to changes in
purchase costs of food ingredients. The availability (in terms of variety, type and quality) and prices
of food supplies can fluctuate and be volatile and are subject to factors that are beyond our control,
such as seasonal fluctuations, climate conditions, natural disasters, general economic conditions,
governmental regulations, each of which may affect our food costs or cause a disruption in our
supply. Our suppliers may also be affected by higher costs to produce the goods and services supplied
to us, rising labour costs and other expenses that they pass through to their customers, which could

result in higher costs for goods and services supplied to us.

We purchase a portion of our raw materials and food ingredients from local sources in the
market and a portion of our raw materials and food ingredients from importers in Hong Kong who
in turn source the raw materials and food ingredients from various overseas countries. Food prices
have been generally increasing during the Track Record Period. In addition, any appreciation of
foreign currencies in these countries against the Hong Kong dollar will increase the price of our raw

materials and food ingredients in Hong Kong dollars.

Any failure to maintain effective quality control systems of our Group’s restaurants could have

a material adverse effect on its reputation, business and operations

Maintaining consistent and high standard of food quality is critical to our Group’s success and
this depends largely on the effectiveness of our quality control systems. For details of our quality

control measures, please refer to the section headed “Business — Quality Control” in this prospectus.
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There is no assurance that our Group’s quality control systems will prove to be effective in the
future. Any significant failure or deterioration in the quality control systems could have material

adverse effect on our Group’s reputation, operations and financial condition.

In addition, due to the scale of our Group’s operations, there is no assurance that our Group’s
staff will strictly adhere to the quality control policies and guidelines at all times. Any failure to
detect defective food supplies, or observe proper hygiene, cleanliness and other quality control
requirements or standards in our Group’s operations, could cause negative publicity, give rise to

potential liability and adversely affect our Group’s reputation and business.

Any failure of our suppliers to deliver food and other supplies in a timely manner could

materially and adversely impact our Group

Our ability to maintain consistent quality throughout our restaurants depends in part upon our
ability to acquire fresh food products and related supplies from reliable resources in accordance with
our specifications and in sufficient quantities. A disruption of our food supplies could occur for a
variety of reasons, many of which are beyond our control, including adverse weather conditions,
natural disasters, diseases or unexpected production shortages. Moreover, there is no assurance that
our current suppliers may always be able to meet our stringent quality control requirements in the
future. If any of our suppliers do not perform adequately or otherwise fail to distribute products or
supplies to our restaurants in a timely manner, we cannot assure that we will be able to replace the
suppliers in a short period of time on acceptable terms, and our failure to do so could result in
increase in our food costs and could cause shortage of food and other supplies at our restaurants that
may cause us to remove certain items from the menu of one or more restaurants. If we remove popular
items from a restaurant’s menu, that restaurant may experience a reduction in revenue during the time

affected by the shortage and thereafter, as our guests may change their dining habits as a result.

Some holders of the liquor licence of our restaurants in Hong Kong were employees of our

Group

As at the Latest Practicable Date, some of the holders of the liquor licence of our restaurants
in Hong Kong were full-time employees of our Group. Please refer to the section headed “Business

— Licence and permits” in this prospectus for details of the liquor licence of our restaurants.

Under regulation 15 of the DCR, any transfer of a liquor licence must be made on the form as
determined by the LLB. For a transfer application, consent of the holder of liquor licence is required.
Under regulation 24 of the DCR, in case of illness or temporary absence of the holder of liquor
licence, the secretary to the LLB may in his/her discretion authorise any person to manage the
licensed premises. The application under such regulation is required to be made by the holder of

liquor licence. For any application for cancellation of the liquor licence made by the holder of liquor

— 40 —



RISK FACTORS

licence, an application for new issue of a liquor licence will be required to be made to the LLB. Under
section 54 of the DCO, in case of death or insolvency of the holder of liquor licence, his/her executor
or administrator or trustee may carry on the business in the licensed premises until the expiration of

the licence.

If the relevant employee refuses to give consent to a transfer application when a transfer is
required by our Group, fails to make an application in respect of illness or temporary absence or
makes a cancellation application without our Group’s consent, or if an application for new issue of
a liquor licence is required to be made to the LLB in case of death or insolvency of the relevant
employee, it may cause the relevant restaurant to suspend or cease the sale of liquor for a certain

period, which will adversely affect the business and profitability of our Group.

Our Group has records of certain non-compliance with Hong Kong regulatory requirements

During the Track Record Period, there had been instances of non-compliance with certain Hong
Kong regulatory requirements by our Group. These include, among others, non-compliance with the
WPCO, details of which are set out in the section headed “Business — Non-compliance” in this
prospectus. Our Group may be subject to heightened penalty for repeated offences. The maximum
penalty for a body corporate for its failure to obtain water pollution control licence under the WPCO
is a fine of HK$200,000 for a first offence and for a second or subsequent offence, a maximum fine
of HK$400,000 and for continued offence, a maximum daily fine of HK$10,000. If the relevant
Government authority takes enforcement actions against the relevant subsidiary of our Group, and
our Controlling Shareholders fail to indemnify us to a sufficient extent or at all, we may be required
to pay penalty or incur other liabilities, and our reputation, financial condition and results of

operations will be adversely affected.

The restaurant business in Hong Kong, the PRC and Macau may be subject to stringent
licensing requirements, environmental protection regulations and hygiene standards which can

increase our Group’s operating costs

There can be no assurance that the requirements for obtaining general restaurant licences, water
pollution control licences and liquor licences or other permits for restaurant premises and
installations in Hong Kong, the PRC and Macau will not become more stringent. Operations of food
and beverage establishments, including restaurants, are required to comply with environmental
protection regulations. The requirements for obtaining the relevant hygiene permits, the approvals on
fire protection and the permits for discharging polluting materials in Hong Kong, the PRC and Macau

may also become more stringent.

If we fail to comply with the existing regulations, or future legislative changes, we may incur
significant compliance costs or expenses or result in the assessment of damages, imposition of fines

against our Group or a suspension of any part of our business, which could materially and adversely
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affect our financial condition and operation results. In addition, there is no assurance that our Group
can comply with more stringent licensing requirements. Should this happen, our restaurants will have

to cease operation, and our reputation and profitability could be materially adversely affected.

Our Group’s future success depends on its ability to meet customer expectations and anticipate

and respond to changing customer preferences

The Cantonese restaurant industry in Hong Kong, the PRC and Macau is highly fragmented and
competitive, and is subject to rapidly changing customer preferences. Our Group’s future success
relies heavily on its ability to constantly offer menu items, creatively-designed banquet and dining
services based on changing market trends and changing tastes, dietary habits, expectations and other
preferences of our Group’s target customers. As such, costs to survey and research customer trends
and preferences and to develop and market new menu items, banquet and dining services may be
required, which may place strain on our Group’s managerial and financial resources. If our Group is
unable to identify new customer trends or preferences and develop new products and services
accordingly, or if our Group lags behind its competitors in introducing and developing new or popular
products or services that appeal to customers, our Group’s business and operation results will be

adversely affected.

Expansion with additional restaurants and enhancement of existing restaurants facilities will

result in a significant increase in our depreciation charges

To cope with our expansion plan, we intend to open three additional restaurants in Hong Kong
and to enhance our existing restaurants facilities in order to stay competitive in the market and to
attract new and returning customers. Please refer to the section headed “Business Objectives and
Future Plans” in this prospectus for details. Following our expansion plan, additional depreciation
expenses will be incurred, which will in turn adversely affect our financial condition and results of
operations as a whole. The additional annual depreciation expenses to be incurred as a result of the
expansion plan will be approximately HK$5,894,000 and HK$11,625,000 for the years ending 31
December 2018 and 2019, respectively. However, our Group cannot ensure that the opening of these
new restaurants and renovation of existing restaurants will achieve desirable results to cover the
depreciation expenses. If our Group fails to run these new or renovated restaurants profitably, our

Group’s financial performance will be adversely affected.

Any failure to deal with customer complaints or adverse publicity involving our Group’s
products or services could materially and adversely impact our Group’s business and operation

results

Our Group’s business can be adversely affected by negative publicity or news, whether accurate
or not, regarding food quality issues, public health concerns, illness, safety, injury or government or

industry findings concerning our Group’s restaurants, restaurants operated by other food service
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providers or others across the food industry supply chain. Any such negative publicity involving our
Group’s restaurants could result in damage to our Group’s brands and reputation and materially harm
our Group’s business and operation results. The negative publicity can be related to the food industry

as a whole, not just our Group’s restaurants.

Given the nature of the food industry, our Group’s restaurants may face various customer
complaints regarding food and services provided or due to other reasons on regular basis. If our
Group fails to address them properly, such complaints could escalate and may even lead to customer

claims, proceedings and/or government actions.

Significant numbers of complaints or claims against our Group, even if meritless or
unsuccessful, could force our Group to divert management and resources from other business
concerns, which may adversely affect our Group’s business and operations. Adverse publicity
resulting from such allegations, even if meritless or unsuccessful, could cause customers to lose
confidence in our Group’s brands, which will adversely affect the business of the restaurants subject
to such complaints and our Group’s restaurants under the same or related brand. As a result, our
Group may experience significant decline in revenues and customer traffic from which our Group

may not be able to recover.

Our Group may not be able to adequately protect its intellectual property, which, in turn, could

harm the value of our brands and adversely affect our Group’s business

We believe that customer awareness and recognition of the qualities for which our Group’s
brands, including “Dragon King (§£2)”, “Dragon Seal ($£#)”, “Imperial Seal (2 )" and “Dragon
Feast (FE#)” is the key to the success of our Group’s business. Our Group’s ability to implement our
Group’s business plan successfully also depends on our ability to further build brand recognition
using our Group’s trademarks, proprietary know-how, recipes and other intellectual property,

including our Group’s brand names and logos.

In addition, to maintain competitiveness in the food and beverage industry, our Group’s chefs
from time to time review and modify the dishes offered in the menu and launch new dishes for our
Group’s restaurants to cater to ever-evolving customer tastes. Our Group did not apply for
registration of any intellectual property rights for our Group’s self-created dishes and our Group’s
competitors may imitate our Group’s self-created dishes and offer them at competitive price, causing

adverse effect to our Group’s sales and profitability.

Our Group may encounter difficulty in sustaining profitability and our Group’s historical

financial condition may not be treated as indication of our Group’s future profitability

Our Group’s historical results may not be indicative of our Group’s future performance. Our
Group’s financial and operating results may not meet the expectations of public market analysts or

investors, which could cause the future price of our Shares to decline. Our Group’s revenues,
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expenses and operating results may vary from period to period due to a variety of factors beyond our
Group’s control, including but not limited to general economic conditions, special events, regulations
or actions pertaining to restaurants based in Hong Kong, Macau and the PRC and our Group’s ability

to control costs and operating expenses.

Our success depends on our key personnel and our business may be harmed if we lose their

services

Our future success depends on the ability of our key management personnel to work together
and successfully implement our growth strategy while maintaining the strength of our brand. Our
future success also depends heavily upon the continuing services and performance of our key
management personnel, in particular Mr. Wong WC, our chief executive officer and executive
Directors and other senior management personnel. We must continue to attract, retain and motivate
a sufficient number of qualified management and operating personnel, restaurant general managers
and chefs, to maintain consistency in the quality and atmosphere of our restaurants and meet our
planned expansion requirements. If our key management personnel fails to work together
successfully, or if one or more of our key management personnel is unable to effectively implement
our business strategy, we may be unable to grow our business at the speed or in the manner in which
we expect. If one or more of our key personnel are unable or unwilling to continue in their present
positions, we may not be able to replace them easily or at all, and our business may be disrupted and
our results of operations may be materially and adversely affected. In addition, if any member of our
senior management team or any of our other key personnel joins a competitor or forms a competing
business, we may lose business secrets and know-how as a result. Any failure to attract, retain and

motivate these key personnel may harm our reputation and result in a loss of business.

Our Group’s insurance coverage may be insufficient to protect our Group against potential

liabilities arising during the course of operations

Our Group does not maintain insurance policies against all risks associated with the food and
beverage industry, either because our Directors have deemed it commercially unfeasible to do so, or
the risk is minimal, or because the insurers have carved certain risks out of their standard policies.
These risks include, without limitation, events such as the loss of business arising from increased
competition, the loss of any business resulting from negative effects on changes in customers’ tastes
and preferences. If an incident occurs in relation to which our Group has inadequate insurance
coverage, the business, financial position and operating results of our Group could be materially and
adversely affected. Further, there is no assurance that our Group will be able to renew the existing

insurance policies on commercially reasonable terms.

Our Group may be unable to detect, deter and prevent all instances of fraud or other

misconduct committed by our Group’s employees, suppliers or other third parties

Our Group may be unable to prevent, detect or deter all such instances of fraud, theft,

dishonesty, or other misconduct committed by our employees, suppliers or other third parties. Any
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such fraud or other misconduct committed against our Group’s interests, which may include past acts
that have gone undetected or future acts, may have material adverse effect on our Group’s business,

results of operations and financial condition.

Information technology system failures or breaches of our network security could interrupt our

operations and adversely affect our business

Our Group has installed a POS system at each of our restaurants. We rely on the POS system
to monitor the daily operations of our restaurants and types of dishes and beverages ordered and to
collect accurate up-to-date financial and operating data for business analysis. Any damage or failure
of our system including hardware and software failures and computer viruses that causes an
interruption to our operations could have a material adverse effect on our business and results of

operations.

We also receive and maintain certain personal information of our customers provided to us
through reservations, guest comment cards and by subscription to our marketing promotions. If our
network security is compromised and such information is stolen or obtained by unauthorised persons
or used inappropriately, we may be liable for the leakage. Any such proceedings could lead to
significant liabilities, which could in turn adversely affect our business and financial condition. In
addition, our Group depends on its information technology system to monitor its daily operations of
its restaurants, the types of dishes and beverage ordered and to maintain up-to-date financial data.
There may be system breakdown causing interruptions to the input, retrieval, processing or
transmission of data. Any such events could disrupt our Group’s operations and affect adversely our

performance.

RISKS RELATING TO OUR INDUSTRY

Our Group’s business may be adversely affected by outbreaks of food-borne diseases and
illnesses and other health epidemics

Our Group’s business is susceptible to outbreaks of food-borne diseases and illnesses, such as
swine influenza (also known as pig flu), avian influenza (also known as bird flu), severe acute
respiratory syndrome (also known as SARS), Bovine Spongiform Encephalopathy (also known as
BSE), or Salmonella. Such outbreak or epidemic, whether or not traced to our Group’s restaurants,
may lead to a loss in customer confidence and reduce customer traffic and restaurant sales. In
addition, any negative publicity relating to these and other health-related matters may negatively
affect our industry overall and us in particular, customers’ perception of our Group’s restaurants and
food quality, and cause disruption to our Group’s operation, which would in turn materially and
adversely affect our business and financial results. Furthermore, illnesses such as swine influenza and
avian influenza, could adversely affect the supply of some of our food products and significantly

increase our costs.
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Our Group also faces risks related to health epidemics. Past occurrences of epidemics or
pandemics, depending on their scale of occurrence, have caused different degrees of damage to the
national and local economies in China and Hong Kong. An outbreak of any epidemics or pandemics
in the areas where we have restaurants, may result in quarantines and temporary closures of our
restaurants, which may cause material disruptions to our operations and in turn may materially and

adversely affect our business and results of operations.
We operate in a highly competitive market

The restaurant industry in which we operate is highly competitive with respect to food quality
and consistency, price-value relationships, ambiance, service, location, supply of quality food
ingredients and employees. Key competitive factors in the industry include type of cuisine, food
choice, food quality and consistency, quality of service, price, dining experience, restaurant location
and the ambiance of the facilities. There are a number of well-established competitors with
substantially greater financial, marketing, personnel and other resources than ours, and many of our
competitors are well established in the market where we have restaurants, or in which we intend to
open new restaurants. Additionally, other companies may develop restaurants that operate with

similar concepts resulting in increased competition.

Any inability to successfully compete with the other restaurants in our markets may prevent us
from increasing or sustaining our revenues and profitability and could have a material adverse effect
on our business, financial condition, results of operations or cash flows. We may also need to refine
elements of our restaurant system to evolve our concepts in order to compete with popular new
restaurant styles of concepts that develop from time to time. We cannot ensure that we will be
successful in implementing these modifications or that these modifications will not reduce our

profitability.

The changes in the macro-economic situation and other factors such as political stability and
acts of God in Hong Kong, the PRC and Macau may have an adverse effect on our business,

financing condition and operation results

The profitability of our business is dependent on, inter alia, a number of factors relating to the
Hong Kong, the PRC and Macau markets, such as the spending power of the population, the number
of and the spending by tourists and other visitors, regulations and government policies in relation to
our business. Furthermore, economic instability and political turmoil have certain effect on the
macroeconomics conditions which would affect the consumers’ desire to spend. As a result, our
business may be materially affected in the event of any adverse or unforeseeable change in the
economic, political and social conditions in Hong Kong, the PRC and Macau. We are unable to assure

that such changes will not occur in the future.

Furthermore, weather conditions, natural disasters and other acts of God which are beyond our

control may materially and adversely affect the economy, the restaurant industry and our business,
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as a result of which our operations and financial condition may be adversely affected. Political unrest
may also cause damage or disruption to our business, our employees and our markets, any such events

could materially and adversely affect our overall results of operations and financial condition.

RISKS RELATING TO THE SHARE OFFER

There has been no prior public market for our Shares and the liquidity, market price and

trading volume of our Shares may be volatile

Prior to the Listing, there is no public market for the Shares. The listing of, and the permission
to deal in, 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 turnovers, 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
restaurant 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.

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 our 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 our Controlling Shareholders,
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may have on the market price of the Shares. Sales of a substantial number of Shares by any of our
Controlling Shareholders or the market perception that such sales may occur could materially and
adversely affect the prevailing market price of the Shares.

Historical dividends are not indicative of our future dividends

Subsidiaries of our Group declared a dividend of approximately nil, HK$27,293,000 and nil for
the years ended 31 December 2015, 2016 and the seven months ended 31 July 2017, respectively. The
value of dividends declared and paid in previous years should not be relied on by potential investors
as a guide to the future dividends of our Group or as a reference or basis to determine the amount
of dividends payable in the future. There is no assurance that dividends will be declared or paid in
the future, at a similar level or at all. The amount of any dividends to be declared in the future will
be subject to, among other factors, our Directors’ discretion, having taken into account the substantial
capital requirements of our Group in the foreseeable future, the availability of distributable profits,
our earnings, working capital, financial position, capital and funding requirements, the applicable
laws and other relevant factors.

In any event, there is no assurance that our Company will receive sufficient distribution from
its subsidiaries to support any future profit distribution to the Shareholders, or that the amounts of
any dividends declared by our Company in the future, if any, will be of a level comparable to
dividends declared and paid by our Group in the past, or by other listed companies in the same
industry as our Group.

Investors may experience difficulties in enforcing their shareholders’ rights as the laws of
Cayman Islands may differ from those of Hong Kong or other jurisdictions where investors may
be located

Our Company is incorporated in the Cayman Islands and its affairs are governed by the Articles,
the Companies Law and common law of the Cayman Islands. The laws of Cayman Islands relating
to the protection of the interests of minority shareholders may differ in some respects from those
established under statutes or judicial precedent in existence in Hong Kong or other jurisdictions
where investors may be located. As a result, minority Shareholders may not enjoy the same rights or
remedies available as pursuant to the laws of Hong Kong or such other jurisdictions. A summary of
the Cayman Islands company law on protection of minorities is set out in the paragraph headed

“Protection of minorities and shareholders’ suits” in Appendix IV to this prospectus.

_ 48 —



INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

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 GEM Listing Rules for the purpose of giving information to the public
with regard to our Group. 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, there are no other matters the
omission of which would make any statement herein or this prospectus misleading, and all opinions
expressed in this prospectus have been arrived at after due and careful consideration and are founded

on bases and assumptions that are fair and reasonable.

INFORMATION ON THE SHARE OFFER

The Share Offer comprises the Public Offer of 36,000,000 Shares initially offered by our
Company (including 3,600,000 Employee Reserved Shares) and the Placing of 324,000,000 Shares
initially offered by our Company (subject, in each case, to reallocation on the basis under the section

headed “Structure and Conditions of the Share Offer” in this prospectus).

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 Sole Sponsor, the
Bookrunner, the Lead Manager, the Co-Lead Managers, the Underwriters, any of their respective

directors, agents, employees or advisers or any other party involved in 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, and the procedures for
applying for the Public Offer Shares and Employee Reserved Shares are set out in the section headed
“How to Apply for Public Offer Shares and Employee Reserved Shares” in this prospectus and in the

relevant Application Forms.

Neither the delivery of this prospectus nor any subscription made under it shall, under any
circumstances, constitute a representation that there has been no 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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UNDERWRITING

This prospectus is published solely in connection with the Share Offer which is sponsored by
the Sole Sponsor. The Public Offer is fully underwritten by the Public Offer Underwriter on a
conditional basis, under the terms and conditions of the Public Offer Underwriting Agreement. The
Placing Underwriting Agreement relating to the Placing is expected to be entered on or around
Wednesday, 3 January 2018, subject to any agreement on pricing of the Offer Shares between the
Lead Manager (for itself and on behalf of the Underwriters) and our Company. The Share Offer is
managed by the Lead Manager. The Placing will be fully underwritten by the Placing Underwriters

under the terms of the Placing Underwriting Agreement to be entered into.

If, for any reason, the Offer Price is not agreed between our Company and the Lead
Manager (for itself and on behalf of the Underwriters) by the Price Determination Date, the
Share Offer will not proceed. Further information relating to the Underwriters and underwriting

arrangement are contained in the section headed “Underwriting” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and/or the Application Forms in any jurisdiction other than Hong
Kong. Accordingly, this prospectus may not be used for the purpose of, and does not constitute, an
offer or invitation, nor is it circulated to invite to solicit offers, in any jurisdiction other than Hong
Kong or in any circumstances in which such offer or invitation is not authorised or to any person to
whom it is unlawful to make such an offer or invitation. Persons who possess this prospectus are
deemed to have confirmed with our Company, the Sole Sponsor, the Bookrunner, the Lead Manager,

the Co-Lead Managers and the Underwriters that such restrictions have been observed.

The Public Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the related Application Forms. 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 in this prospectus
must not be relied upon as having been authorised by our Company, the Sole Sponsor, the
Bookrunner, the Lead Manager, the Co-Lead Managers, the Underwriters, any of their respective

directors, agents, staff or advisers or any other person involved in the Share Offer.

Prospective applicants for the Offer Shares should consult their financial advisers and take legal
advice as appropriate, to inform themselves of, and to observe the applicable laws, rules and
regulations of any relevant jurisdictions. 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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Each person acquiring the Offer Shares (including the Employee Reserved Shares) will be
required to confirm, or be deemed by his/her acquisition of the Offer Shares to have confirmed that
he/she is aware of the restrictions on offers and sales of the Offer Shares described in this prospectus
and that he/she is not acquiring, and has not been offered and sold any Offer Shares in circumstances

that contravene any such restrictions.

The distribution of this prospectus and the offering and sale 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 and pursuant to registration with or authorisation by the relevant
securities regulatory authorities or an exception therefrom. In particular, the Offer Shares have not

been publicly offered or sold, directly or indirectly, in the United States.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Division for the granting of the listing of and
permission to deal in, the Shares in issue, the Shares to be issued as mentioned in this prospectus,
and any Shares which may fall to be allotted and issued upon the exercise of options which may be

granted under the Share Option Scheme.

No part of the share or loan capital of our Company is listed on or dealt in on any other stock
exchange and no such listing or permission to list on any other stock exchange is being or proposed

to be sought in the near future.

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 or on behalf of the Stock Exchange.

REGISTER OF MEMBERS AND STAMP DUTY

All the Offer Shares will be registered on the Hong Kong branch share register of members to
be maintained by Tricor Investor Services Limited. Dealings in the Offer Shares registered on our
Company’s branch register of members maintained in Hong Kong will be subject to Hong Kong
stamp duty. Dealings in the Shares registered on the principal register of members of our Company
maintained by Estera Trust (Cayman) Limited in the Cayman Islands will not be subject to the

Cayman Islands stamp duty.
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COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence at 9:00 a.m. on
Tuesday, 16 January 2018.

The Shares will be traded in board lots of 12,000 Shares each. The stock code of the Shares is

8493. Our Company will not issue any temporary documents of title.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and 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 such other date 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.

Investors should seek the advice from their stockbroker or other professional adviser for details

of those settlement arrangements as such arrangements will affect their rights, interest and liabilities.

All necessary arrangements have been made to enable for the Shares to be admitted to CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Share Offer are recommended to consult their professional advisers as
to the taxation implications of subscribing for, holding, purchase, or disposal of or dealing in the
Shares or exercising rights thereunder. It is emphasised that none of our Group, the Sole Sponsor, the
Bookrunner, the Lead Manager, the Co-Lead Managers, the Underwriters, any of our or their
respective directors, officers, employees, agents, advisers, representatives or any other person or
party involved in the Share Offer accepts responsibility for any tax effects on, or liabilities of, any
person resulting from the subscription for, holding, purchase, disposal of or dealing in, the Shares or

exercising any rights thereunder.
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PROCEDURES FOR APPLICATION FOR PUBLIC OFFER SHARES AND EMPLOYEE
RESERVED SHARES

The procedures for applying for the Public Offer Shares and Employee Reserved Shares are set
out in the section headed “How to Apply for Public Offer Shares and Employee Reserved Shares” in

this prospectus and the relevant Application Forms.

STRUCTURE AND CONDITIONS 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.

ROUNDING

Certain amount and percentage figures included in this prospectus have been subject to rounding
adjustments or have been rounded to one or two decimal places. Any discrepancies in any table, chart
or elsewhere in this prospectus between totals and sums of individual amounts listed therein are due

to rounding.

WEBSITE

The contents of any website mentioned in this prospectus do not form part of this prospectus.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this prospectus,
the English version of this prospectus shall prevail. However, names of any laws and regulations,
governmental authorities, institutions, natural persons or other entities which have been translated into
English and included in prospectus and for which no official English translation exists are unofficial

translations for your reference only. If there is any inconsistency, the Chinese name prevails.

EXCHANGE RATE

Unless otherwise specified, this prospectus contains translations for the convenience of the
reader the following rates: RMB into HKS$ at the rate of RMB0.89 = HK$1 and MOP into HKS$ at the
rate of MOP1 = HK$0.97 as at the Latest Practicable Date. These translations are provided for
reference and convenience only, and no representation is made, and no representation should be
construed as being made, that any amounts in RMB, MOP or HKS$ can be or could have been at the

relevant dates converted at the above rates or any other rates at all.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS

Name

Executive Directors

Ms. Lee Ching Nung Angel

(FR)

Mr. Wong Wing Chee
(LK)

Mr. Wong Wing Hong
(FLAKRR)

Residential Address

House 2
Moritz Avenue

Valais II, 33 Kwu Tung Road

Sheung Shui
New Territories
Hong Kong

House 2
Moritz Avenue

Valais II, 33 Kwu Tung Road

Sheung Shui
New Territories
Hong Kong

1* Floor

74 Kam Shek New Village

Tai Po
New Territories
Hong Kong

Independent non-executive Directors

Mr. Kwong Ping Man
(R A7 30)

Mr. Lin Zhisheng
(PR )

Flat G, 29" Floor
Block 2, Aqua Marine
8 Sham Shing Road
Cheung Sha Wan
Kowloon

Hong Kong

Flat B, 1*' Floor
Welcome Gardens
39 Broadcast Drive
Kowloon Tong
Kowloon

Hong Kong
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Chinese

Chinese

Chinese

Chinese

Chinese



DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Mr. Chang Cheuk Cheung Flat A, 11/F, Block 2, Chinese
Terence Villa Oceania,
(BRIIFE) 8 On Chun Street,
Ma On Shan,

New Territories
Hong Kong

For further information on the profile and background of our Directors, please refer to the

section headed “Directors, Senior Management and Employees” in this prospectus.

PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor Frontpage Capital Limited
26™ Floor
Siu On Centre
188 Lockhart Road
Wan Chai
Hong Kong
(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO)

Bookrunner and Lead Manager Frontpage Capital Limited
26" Floor
Siu On Centre
188 Lockhart Road
Wan Chai
Hong Kong
(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO)

Co-Lead Managers AAA Securities Co. Limited
China Industrial Securities
International Capital Limited

Long Asia Securities Limited
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Underwriters

Legal advisers to our Company

Frontpage Capital Limited

26" Floor

Siu On Centre

188 Lockhart Road

Wan Chai

Hong Kong

(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO)

China Industrial Securities

International Capital Limited
7" Floor, Three Exchange Square
8 Connaught Place
Central
Hong Kong
(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO)

As to Hong Kong law:

CFN Lawyers in association with Broad and
Bright

Units 4101-4104

Sun Hung Kai Centre

30 Harbour Road

Wan Chai

Hong Kong

(Solicitors of Hong Kong SAR)

As to PRC law:

Shu Jin Law Firm

12" Floor, Taiping Finance Building
Yitian Road 6001

Futian District

Shenzhen 518017

(PRC attorneys-at-law)
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As to Cayman Islands law:
Appleby

2206-19 Jardine House

1 Connaught Place

Central

Hong Kong

(Cayman Islands attorneys-at-law)

As to Macau law:

MdME

21°% and 23" Floors, A-B
China Law Building

409 Avenida da Praia Grande
Macau

(Macau attorneys-at-law)

Legal advisers to the Sole Sponsor and As to Hong Kong law:
the Underwriters Sit, Fung Kwong & Shum

9" Floor, York House
The Landmark
15 Queen’s Road Central
Central
Hong Kong
(Solicitors of Hong Kong SAR)

As to PRC law:

Yingke Law Firm

3" Floor, Office Tower B
Rongchao Business Center
No. 6003, Yitian Road
Futian District

Shenzhen 518026

(PRC attorneys-at-law)
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Reporting accountants Ernst & Young
22" Floor, CITIC Tower
I Tim Mei Avenue
Central
Hong Kong
(Certified Public Accountants)

Market research consultant Ipsos Limited
22" Floor, Leighton Centre
77 Leighton Road
Causeway Bay

Hong Kong

Property valuer BMI Appraisals Limited
33 Floor, Shui On Centre
6-8 Harbour Road
Wan Chai
Hong Kong

Internal control consultant Sam K. M. Ng CPA Limited
Room 1202
Tung Chiu Commercial Centre
193 Lockhart Road
Wan Chai
Hong Kong

Receiving bank DBS Bank (Hong Kong) Limited
16" Floor, The Center
99 Queen’s Road Central
Central

Hong Kong
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Registered Office in the Cayman Islands

Headquarters and principal place of
business in Hong Kong registered
under Part 16 of the Companies

Ordinance

Company secretary

Authorised representatives (for the
purpose of the GEM Listing Rules)

P.O. Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108

Cayman Islands

Office A

20" Floor TG Place
10 Shing Yip Street
Kwun Tong
Kowloon

Hong Kong

Mr. Chan Ka Nam (BEZUFS) (CPA)
Flat A, 13" Floor

Block 1, Kam Lung Mansion
Fung Kam Street

Yuen Long

New Territories

Hong Kong

Mr. Wong Wing Chee (B 7KIik)
House 2

Moritz Avenue

Valais II, 33 Kwu Tung Road
Sheung Shui

New Territories

Hong Kong

Mr. Chan Ka Nam (FE#0ES) (CPA)
Flat A, 13" Floor

Block 1, Kam Lung Mansion
Fung Kam Street

Yuen Long

New Territories

Hong Kong
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Compliance officer

Audit committee

Remuneration committee

Nomination committee

Compliance adviser

Principal share registrar and transfer
office in the Cayman Islands

Mr. Wong Wing Hong (7K i)
1°* Floor

74 Kam Shek New Village

Tai Po

New Territories

Hong Kong

Mr. Kwong Ping Man (B84 30) (Chairman)
Mr. Lin Zhisheng (FR% 42)
Mr. Chang Cheuk Cheung Terence (3&%JHf)

Mr. Lin Zhisheng (#&% %) (Chairman)

Mr. Wong Wing Chee (B 7KIi)

Mr. Kwong Ping Man (B A 30)

Mr. Chang Cheuk Cheung Terence (3R%JFF)

Mr. Wong Wing Chee (#7KW%) (Chairman)
Mr. Kwong Ping Man (J& 4% 30)

Mr. Lin Zhisheng (FR%4E)

Mr. Chang Cheuk Cheung Terence (iR%7%f)

Frontpage Capital Limited

26™ Floor, Siu On Centre

188 Lockhart Road

Wan Chai

Hong Kong

(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the
SFO)

Estera Trust (Cayman) Limited
P.O. Box 1350

Clifton House

75 Fort Street

Grand Cayman KY1-1108
Cayman Islands

— 60 —



CORPORATE INFORMATION

Hong Kong branch share registrar and Tricor Investor Services Limited
transfer office Level 22
Hopewell Centre
183 Queen’s Road East
Hong Kong

Principal bankers Hang Seng Bank Limited
Kowloon Main Brach
618 Nathan Road
Hong Kong

DBS Bank (Hong Kong) Limited
16" Floor, The Center

99 Queen’s Road Central

Central

Hong Kong

Company’s website www.dragonkinggroup.com

(the information contained in this website does not

form part of this prospectus)
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INDUSTRY OVERVIEW

The information set forth in this section has been derived from the Ipsos Report. We believe
that the sources of the information are appropriate sources for such information, and we have
taken reasonable care in extracting and reproducing such information. We have no reason to
believe that such information is materially false or misleading, and no fact has been omitted that
would render such information materially false or misleading. However, the information has not
been independently verified by us, the Sole Sponsor, the Bookrunner, the Lead Manager, the
Co-Lead Managers, the Underwriters, any of the respective directors, officers, employees,
advisers, agents or representatives or any other party involved in the Share Offer and no
representation is given as to its accuracy. Except as otherwise stated, all the data and forecast
in this section are derived from the Ipsos Report. Our Directors confirm 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 as disclosed in this
section.

SOURCE OF INFORMATION

We commissioned an independent professional market research company, Ipsos, to assess the
industry development trends, market demand and competitive landscape of Cantonese full-service
restaurant industry in Hong Kong, Shanghai and Macau, at a fee of HK$448,000 and our Directors
consider that such fee reflects market rates. Ipsos is an independent market research company and
consulting company which conducts research on market profiles, market size, share and segmentation
analyses, distribution and value analyses, competitor tracking and corporate intelligence and which
has been engaged in a number of market assessment projects in connection with initial public
offerings in Hong Kong. Founded in Paris, France in 1975 and publicly-listed on the NYSE Euronext
Paris since 1999, Ipsos SA acquired Synovate Ltd. in October 2011. After the acquisition, Ipsos
became one of the largest market research and consulting companies in the world, which employs
over 16,500 personnel worldwide across 88 countries.

The objective of the research is to provide an independent assessment of the industry
development and competitive landscape of the Cantonese full-service restaurant industry in Hong
Kong, Shanghai and Macau.

ASSUMPTIONS AND PARAMETERS USED IN THE IPSOS REPORT
The following assumptions were adopted in the preparation of the Ipsos Report:

. it is assumed that the global economy remains in steady growth across the period from
2017 to 2020

. the external environment is assumed to have no shocks, such as financial crises or natural
disasters, that will influence the demand and supply of the Cantonese full-service
restaurant industry in Hong Kong, Shanghai and Macau from 2017 to 2020

The following parameters have been taken into account in the preparation of the Ipsos Report:

. Historical GDP and GDP growth rate in Hong Kong and Shanghai city from 2011 to 2016,
in Macau from 2011 to 2015, and forecast of GDP and GDP growth rate in Hong Kong
from 2017 to 2020, and Macau from 2016 to 2020.

. Population and population growth rate in Hong Kong and Shanghai city from 2011 to

2016, and Macau from 2011 to 2015, and forecast of population and population growth rate
in Hong Kong from 2017 to 2020, and Macau from 2016 to 2020.
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. Historical private consumption expenditure on food and non-alcoholic beverages in Hong
Kong from 2011 to 2016.

. Historical private consumption expenditure on food in Shanghai city from 2011 to 2015,
and Macau from 2011 to 2016.

. Historical number of tourist visits in Hong Kong from 2011 to 2016.

. Historical CPI for food ingredients in Hong Kong and Macau from 2011 to 2016, Shanghai
city from 2011 to 2015.

. Historical monthly wage for employees in the Cantonese full-service restaurant industry in
Hong Kong from 2011 to 2016, and Shanghai city from 2011 to 2015.

. Historical monthly wage for employees in the restaurant industry in Macau from 2012 to
2016.

. Historical monthly rent for private retail premises in Hong Kong from 2011 to 2016, in
Shanghai city from 2011 to 2016.

. Historical annual rent for dining place in Macau from 2011 to 2015.

. Historical CPI for dining out in Hong Kong and Macau from 2011 to 2016, and Shanghai
city from 2011 to 2015.

HONG KONG
Macro-economic environment in Hong Kong

The GDP value in Hong Kong grew from HK$1,934.4 billion in 2011 to HK$2,489.1 billion in
2016 at a CAGR of 5.2%. During the forecast period, the GDP value is estimated to rise from
HK$2,589.2 billion in 2017 to HK$2,956.3 billion in 2020 at a CAGR of 4.5%, which can be mainly
explained by the expected growth in export values due to the global economic recovery.

In Hong Kong, the private consumption expenditure on food and non-alcoholic beverages
steadily increased from HK$179.6 billion in 2011 to HK$244.5 billion in 2016, at a CAGR of
approximately 6.4%. The increase in private consumption expenditure on food and non-alcoholic
beverages in Hong Kong can be attributed to the growth of household income. For instance, the
median monthly household income in Hong Kong raised from approximately HK$20,000 in 2011 to
approximately HK$25,200 in 2016, at a CAGR of 4.7%. In addition, they consumed food and
beverages of higher quality to improve their living standard. The median monthly household income
in Hong Kong is expected to increase at a CAGR of 3.4% from 2017 to 2020.

Overview of the Cantonese full-service restaurant industry in Hong Kong

Cantonese full-service restaurants serve tea, dim sum and simple dishes during the day, while
proper dishes and banquets are served for events or dinner in the evening. As a type of full-service
restaurant, Cantonese full-service restaurants are traditionally classified as restaurants major serving
Cantonese cuisine, where service staffs provide full table services to customers. Typical table
services include seating the customers, taking orders, delivering food, cleaning the plates and
processing bill payment. Given the provision of full table services, Cantonese full-service restaurants
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generally add a 10% service charge onto the bill. However, depending on the brand positioning and
restaurant location, some Cantonese full-service restaurants may only open in the evening to serve
dishes. In 2016, there were approximately 1,399 Cantonese full-service restaurants in Hong Kong.

It is expected that the increasing demand for Cantonese full-services restaurant industry and
downward adjustment of the rental prices in 2016 would probably bring more opportunities for the
expansion of Cantonese full-service restaurants.

For instance, the downward adjustment of rental prices in 2016 led to the decrease in rental
costs, as the landlords reduced the rental price to keep the tenants and avoid vacancy under the
relatively weak demand market. The rental index of private retail in Hong Kong experienced a
decrease at an annual percentage charge of approximately -2.1% between 2015 and 2016. The overall
decline of rental prices in 2016 benefited the companies to open new restaurants in new locations
with favourable prices regardless of the tenants’ bargaining power, and allow the companies to extend
the rental contracts with lower rental costs. Thus, the downward adjustment reduced the operation
costs of restaurants, which may bring more opportunities for the expansion.

The revenue of the Cantonese full-service restaurant industry in Hong Kong experienced a
growth from HK$16,812.9 million in 2011 to HK$17,461.7 million in 2016, representing a CAGR of
approximately 0.8%. It can be concluded that the market is mature as the growth rate of the industry
in Hong Kong is expected to be relatively stable. In view of the expected increase in GDP per capita
and average annual household disposable income in Hong Kong and the increasing popularity of
Cantonese full-service restaurant among local citizens and preference to dine out during festivals,
family celebrations and after long hours of work and school in Hong Kong, the estimated revenue of
the Cantonese restaurant industry is expected to increase at a CAGR of approximately 2.4% during
the forecast period from 2017 to 2020. The long hours of work and school encourage more people
to dine out as they have limited time to prepare meals. The revenue of the restaurant industry in Hong
Kong, therefore, is expected to grow, which offers a growth opportunity to the Cantonese full-service
restaurant industry in the meanwhile. In addition, as there is a trend of Cantonese full-service
restaurants to provide customized set meals to fulfil different dining demands during lunch and dinner
periods, it is more convenient for customers to choose Cantonese full-service restaurants no matter
for special events, family feasts or casual dining with a few companions. Thus, the popularity of
Cantonese full-service restaurant among local citizens increases accordingly for the conveniences.
The graph below sets out the revenue generated from the Cantonese restaurants industry in Hong
Kong from 2011 to 2020:

Revenue of the Cantonese full-service restaurant in
25.000— Hong Kong from 2011 to 2020

20.000- 19,195.0
17.769.3 s 174617 179022 183180 18,750.6

16,812.9 16,942.6 16,782.7 17.047.

15,000

HKS$ million

10,000 |

5,000

0

2011 2012 2013 2014 2015 2016 2017F 2018F 2019F 2020F
Notes: The forecast of the total revenue is based on (1) the historical trend and growth momentum of the Chinese restaurant

receipts in Hong Kong; (2) the historical trend and the growth momentum of the Cantonese full-service restaurants
in Hong Kong; (3) historical CPI growth rate; (4) historical rental price; (5) historical wage level; (6) the projection
of GDP growth rate in Hong Kong; and (7) the projection of the changes in the consumption expenditure in Hong
Kong.

Source: Ipsos research and analysis
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Major cost components
Food ingredients

Prices of the five key food categories grew during the past six years, with seafood having the
highest CAGR and carbonated drinks and non-alcoholic beverages having the lowest CAGR during
2011 to 2016. The 2011 to 2016 CAGRs for seafood, meat, fresh vegetables, soft drinks and alcoholic
drinks are 7.5%, 5.4%, 5.5%, 2.6% and 2.7%, respectively.

Staff cost

The monthly wage for employees in Cantonese full-service restaurant industry increased from
HK$10,100.0 in 2011 to HK$13,200.0 in 2016, representing a CAGR of approximately 5.5%. The
increase in wage was mostly caused by the Statutory Minimum Wage (SMW), which came into effect
on 1 May 2011. The revised SMW rate was effective on 1 May 2015 when the minimum wage further
increased from HK$30.0 per hour to HK$32.5 per hour.

Rental cost

The monthly rent for private retail premises in Hong Kong experienced an overall increase from
2011 to 2016. The overall increase in the monthly rent for private retail premises in Hong Kong can
be explained by the prosperity of the retail market in Hong Kong, especially during the years from
2011 to 2014. However, given the slowdown of retail sector, the real estate market in Hong Kong
experienced a downward adjustment in 2016.

Competitive analysis of the Cantonese full-service restaurant industry in Hong Kong

The Cantonese full-service restaurant industry is highly competitive with presence of several
chained restaurant groups operating in the industry. Compared to other markets, such as in Shanghai
and Macau, the market in Hong Kong is relatively consolidated. Ipsos has compiled the following
table of the top five Cantonese restaurant operators in Hong Kong in 2016:

Number of
Cantonese
Name of the restaurant in
Rank Company Headquarter Location Revenue Market share Hong Kong
(HK$ million) (%)
1 Competitor A Hong Kong 2,571.9 14.7% 65
2 Competitor B Hong Kong 2,568.9 14.7% 70
3 Competitor C Hong Kong 1,572.6 9.0% 37
4 Competitor D Hong Kong 1,498.4 8.6% 38
5 Competitor E Hong Kong 811.8 4.6% 20
Top 5 total 9,023.6 51.6%

Source: Ipsos research and analysis

According to the Ipsos Report, our Group accounted for about 1.8% of the revenue in Cantonese
restaurant industry in Hong Kong for the year ended 31 December 2016.
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Key Factors of Competition
Location

Restaurant location is the key factor of competition in the food service industry as well as the
Cantonese full-service restaurant industry in Hong Kong. A restaurant is considered to be in a prime
location if it is operating at a premises with a high level of foot-traffic. Premises that are well-located
in residential areas, Central Business District or areas frequented by tourists can capture a greater
amount of customers. Restaurants rely on a good location to help get a higher level of visibility and
exposure.

Pricing

The competition of the industry is very intense due to the large number of Cantonese full-service
restaurants operating in Hong Kong. Pricing is therefore one of the strategies for restaurants to
distinguish themselves from other competitors. The restaurant groups who can offer high quality food
and services at reasonable prices will have a better development in the industry since they can attract
customers more easily.

Quality of food and services

In the Cantonese full-service restaurant industry, the quality of food and services provided by
restaurants are the most basic factors to attract customers in Hong Kong. Serving high-quality food
is an enhancement to customers’ dining experience. In addition, attentive and friendly services can
differentiate a restaurant and also increase customer loyalty. High quality food and services can create
word of mouth recommendation among customers which further builds a reputation. To conclude,
restaurants who can offer high quality of food and services help to build a good brand reputation, and
thus are more competitive in the market.

Market Drivers
The food service industry is supported by the government

The Hong Kong Trade Development Council (HKTDC) has consistently held events including,
the Hong Kong Food Expo and Taste of Hong Kong. In recent years, more Cantonese Restaurants
have taken part in such events. These events help raise public awareness of Cantonese food culture.
Exhibitors and visitors from around the world also get the chance to know about Cantonese
full-service restaurants and exchange cultural knowledge.

Popularity of Cantonese full-service restaurant among local citizens

Cantonese restaurant has a long history in Hong Kong to sell traditional local food. The Chinese
emphasis on tradition and family means that traditional festivals and celebrations are widely held.
Recently, many families choose to have their reunion dinner at restaurants rather than at home, and
Cantonese full-service restaurants become a popular choice. As a result of the expected increase in
average annual household disposal income in Hong Kong and the increasing preference to dine out
during festivals and family celebrations, the Cantonese restaurant industry is expected to grow.
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Major Threats
Declining tourism industry

The tourism industry in Hong Kong is suffering a slowdown since 2014, with the number of
visitor arrivals decreased by 2.5% between 2014 and 2015 to 59.3 million in 2015 and further
decreased by 4.5% to 56.7 million in 2016. The majority of the visitors are from Mainland China,
accounting for 75% of total visitor arrivals in 2016. Though the number of visitors was still high
compared to 41.9 million in 2011, the declining number of tourists posted a potential threat to the
food service industry, especially to the Cantonese full-service restaurant industry, due to the potential
decrease in demand from Chinese tourists.

Lack of talented and expertise

In order to compete, waiting staff are required to have more skills than in the past, such as
language and customer service skills. Restaurants also need to provide more variety of dishes to
attract customers and talented and experienced chef is under high demand. However, talented and
skilled employees, especially university graduates, are unwilling to join the industry due to its long
working hours, comparatively low wages and job nature-standing and being energy consuming. The
median weekly working hours for Chinese restaurants in 2016 is 57.0, which is above the average
median in Hong Kong of 44.3.

Entry Barriers
High start-up and operation costs required

The rental cost in Hong Kong is known to be high. The report published by the Hong Kong’s
Rating and Valuation Department in 2016 stated that the retail rental index for Hong Kong property
has been rising since 2002 and hit an index of 180 in 2015, the retail rental index was high compared
to the maximum point of 140 in 2011. Other than rental expenses, the costs of starting up a Cantonese
full-service restaurant are not limited to kitchen appliances, tableware, decorations and labour. Since
1 May 2017, the minimum wage has been increased by HK$2 to HK$34.5 per hour. Furthermore, the
cost on semi-finished food could be high without the benefit of economies of scale.

Large restaurant groups dominating the market

The Cantonese full-service restaurant industry is dominated by mainly five top catering groups
in Hong Kong. These groups enjoy economies of scale, well developed distribution networks and
good relationship with suppliers. It has created high entry barriers to new entrants. New entrants may
need innovations on dishes or services and a unique selling point in order to compete.

SHANGHAI
Macro-economic environment in Shanghai

The GDP value in Shanghai grew from RMB1,919.6 billion in 2011 to RMB2,746.6 billion in
2016, at a CAGR of 7.4%. The consumption expenditure on food in Shanghai increased at a CAGR
of approximately 6.0%, from RMB178.3 billion in 2011 to RMB224.9 billion in 2015.

The rise in the food consumption expenditure in Shanghai can be explained by the strong
economic growth in China in recent years. The rapidly growing economy in Shanghai drove up the
average annual disposable income in Shanghai. For instance, the average annual disposable income
per capita in Shanghai recorded an increase from RMB36,230.5 in 2011 to RMB54,305.0 in 2016, at
a CAGR of approximately 8.4%. As a result, the general purchasing power of Shanghai citizens
increased, stimulating the spending on food consumption.
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Overview of the Cantonese full-service restaurant industry in Shanghai

The operation and services of Cantonese full-service restaurants are similar in Shanghai to Hong
Kong and Macau. However, Cantonese cuisine is not a local traditional cuisine in Shanghai, so
Cantonese full-service restaurant is not the priority when it comes to festival and family gathering.
In 2016, there were approximately 739 Cantonese full-service restaurants in Shanghai.

The revenue of the Cantonese full-service restaurant industry in Shanghai experienced a growth
from RMBS5,449.5 million in 2011 to RMB6,149.9 million in 2016, representing a CAGR of
approximately 2.4%. The market is fragmented but mature, since the growth rate of the industry
revenue remained at a stable level. The estimated revenue will increase at a faster pace at a CAGR
of approximately 3.2% during the forecast period from 2017 to 2020. The graph below sets out the
revenue generated from the éantonese restaurants industry in Shanghai from 2011 to 2020:

Revenue of the Cantonese full-service restaurant in
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Major cost components
Food ingredients

From 2011 to 2015, the CPI for food ingredients in Shanghai generally increased. The average
annual growth rate of prices from 2011 to 2015 for seafood, meat and meat products, fresh vegetables,
and alcoholic and non-alcoholic drinks are 3.7%, 3.9%, 7.7% and 2.0%, respectively. Fresh
vegetables increased at the greatest magnitude from 2011 to 2015 among the product categories,
mainly due to the decrease in supply as a result of increasing urbanisation in China.

Staff cost

The monthly wage for employees in the Cantonese full-service restaurant industry in Shanghai
from 2011 to 2015 increased from RMB2,237.0 to RMB3,196.0 at a CAGR of 9.3%. The main reason
to the increase was the labour shortage, especially for employees like receptionists and services staff.
It was difficult for businesses to hire both local workers and foreign workers due to the negative
perceptions associated with the industry, such as low payment and long working hours.

Rental cost

From 2011 to 2013, the monthly rent increased from RMB1,188.6 per m? to RMB1,245.0 per
m?, driven by the boom in clothing, luxury goods, accessories, entertainment, cosmetics, electrical
appliances, food and personal care, as well as other industries, the private premises reached nearly
the highest leasing take-up. However, the rental fee dropped in 2014 and remained a slow increase
in 2015. Throughout the whole period from 2011 to 2016, the monthly rent for private retail premises
in Shanghai experienced an overall drop at a CAGR of approximately -0.6%.
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Competitive analysis of the Cantonese full-service restaurant industry in Shanghai

The Cantonese full-service restaurant industry is highly competitive, since there are crowded
well-known chained restaurant groups operating in the industry, and many time-honoured Cantonese
full-service restaurants. Similar to Hong Kong, the market in Shanghai is highly competitive and
mature. Ipsos has compiled the following table of the top five Cantonese restaurant operators in
Shanghai in 2016:

Number of
Cantonese
Name of the restaurant in
Rank Company Headquarter Location Revenue Market share Shanghai
(RMB million) (%)
1 Competitor F Hong Kong 486.1 7.9% 13
2 Competitor A Hong Kong 269.2 4.4% 8
3 Competitor C Hong Kong 180.0 2.9% 2
4 Competitor G Shanghai 111.6 1.8% 4
5 Competitor H Shanghai 104.3 1.7% 4
Top 5 total 1,151.2 18.7%

Source: Ipsos research and analysis

According to the Ipsos Report, our Group accounted for about 0.8% of the revenue in Cantonese
full-service restaurant industry in Shanghai for the year ended 31 December 2016.

Key Factors of Competition
Quality of food and service

The quality of food and service is the most basic factor to attracting customers in the Cantonese
full-service restaurant industry in Shanghai. Since Cantonese full-service restaurants have the
flexibility to customise their menu according to the seasonality of produce and food trends,
expectations of consumers are high and hence high quality of food is crucial to the competitiveness
of a restaurant. Attentive and friendly service can differentiate a restaurant from the competitors and
increase customer loyalty.

Brand and reputation

The high-end customers have strong requirements on the brand and reputation of restaurants.
Even if the currently established high-end Cantonese full-service restaurant chains have the first
mover advantage of higher market awareness, relatively easier access to financing, and greater
economies of scale, it is still necessary to implement brand strategies for the sustainable expansion
and growth.

Market Drivers
Increase in disposable income

The rise in disposable income is the main driver for the growth in Cantonese full-service
restaurant industry in Shanghai. As household earnings increase, more importance is being put on the
quality of life and dining out has become a top spending priority for consumers. The increase in

disposable income is expected to lead to a rising demand for dining out, creating a larger consumer
base and an increase in market size.
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Increase in the number of visitors to Shanghai

Inbound visitors to Shanghai could be one of the market drivers of the food service industry
since the more visitors travel to Shanghai, the more they would spend in restaurants. According to
Shanghai Municipal Tourism Administration, in 2016, there were around 268 million tourists visiting
Shanghai, which increased by 6.8% compared to 2015. The visitors can generally be divided into two
categories — business travellers and tourists. Business travellers contribute most to high-end
restaurants while tourists are a major client group for full-service restaurants in shopping malls and
around tourist attractions. The growth of the number of visitors to Shanghai is expected to contribute
to the overall growth in the revenue of Cantonese full-service restaurants.

Major Threat
High operational costs

Rental and labour costs contribute the most to a restaurant’s operational costs. It has become a
common phenomenon for landlords to raise the rental rates markedly when renewing leases with
tenants. The increasing rental costs in Shanghai are increasing the financial burden of restaurants.
Also, according to the Bureau of Statistics of Shanghai, the monthly wages for employees in the
Cantonese full-service restaurant industry in Shanghai from 2011 to 2015 increased from
RMB2,237.0 to RMB3,196.0 at a CAGR of 9.3%.

Entry Barriers
High initial capital requirements

Establishing Cantonese full-service restaurants in Shanghai requires high initial capital
investment. The initial costs include but are not limited to rent, setting up a commercial kitchen,
interior fit-out and recruitment of staff. Since consumer expectations are increasing, more importance
is being put on the ambiance of restaurants and the quality of food and service. The growing labour
costs in Shanghai translated into a high entry costs for entrants to the enter the food service industry,
representing a major barrier of the industry.

Complex licence application procedure

Licences issued by the government are required in order to set up a restaurant in Shanghai. For
a Cantonese full-service restaurant, the application for the operation licence involves different
government departments, such as the Industry and Commerce Administration Bureau, the Health and
Epidemic Prevention Station, the Food and Drug Administration, the Fire Department (for the
installation of ventilation systems) and the National Tax Department. The licensing process is deemed
a barrier in this industry as the application process is relatively complicated, expensive and
time-consuming.

MACAU
Macro-economic environment in Macau

The GDP value in Macau increased from MOP294.3 billion in 2011 to MOP368.7 billion in
2015, representing a CAGR of approximately 5.8%. The private consumption expenditure on food in

Macau recorded a robust increase from MOP5,460.0 million in 2011 to MOP9,129.0 million in 2016,
at a CAGR of approximately 10.8%.
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The robust increase in the private consumption expenditure on food can be largely explained by
the increase in the overall employment earnings in Macau during the said period. For instance, the
median monthly employment earnings in Macau increased from approximately MOP10,000 in 2011
to approximately MOP15,000 in 2016, at a CAGR of approximately 8.4%. The increase in overall
employment earnings therefore supported higher spending on food from Macau citizens.

Overview of the Cantonese full-service restaurant industry in Macau

The uniqueness of Macau market lies in its developed gaming industry, which attracts large
numbers of tourists to the city. Due to the limited time and familiarity to local market, tourists tend
to choose restaurants based on reputation and popularity of brands, or at the nearest locations. In
2015, there were approximately 205 Cantonese full-service restaurants in Macau.

The revenue of the Cantonese full-service restaurant industry in Macau experienced a growth
from MOP3,010.8 million in 2011 to MOP3,661.5 million in 2015, representing a CAGR of
approximately 5.0%. The market is fragmented but relatively mature, since the growth rate of the
industry revenue remained at a stable level during the forecast period. The estimated revenue will
experience a moderate growth of CAGR of approximately 2.6% during the forecast period from 2016
to 2020. The graph below sets out the revenue generated from the Cantonese restaurants industry in
Macau from 2011 to 2020:
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Major cost components
Food ingredients

Live and fresh seafood, meat and meat products and vegetables recorded growth in CPI across
the period between 2011 and 2016, at CAGR of approximately 6.2%, 5.8% and 7.8%, respectively.
Meanwhile, the CPI of beverages had smaller growth. The CPI for non-alcoholic beverages increased
at a CAGR of 2.7% and the CPI for alcoholic beverages increased at a CAGR of 3.0%.

Staff cost

The monthly wage for employees in the industry of restaurants and similar activities in Macau
increased from approximately MOP7,500 in 2012 to MOP9,000 in 2014, but it dropped to MOPS8,500
in 2015, while it bounced to MOP9,000 in 2016. The CAGR over the period of 2012 to 2016 was at
4.7%.

- 71 -



INDUSTRY OVERVIEW

Rental cost

From 2012 to 2015, the total annual rent for dining places in Macau increased from MOP569.0
million to MOP1,168.0 million, due to the growing revenue of tourist industry.

Competitive analysis of the Cantonese full-service restaurant industry in Macau

The Cantonese full-service restaurant industry is highly competitive and fragmented, since there
are less than five chained restaurant groups operating in the industry. Most of the restaurant
companies operate less than two restaurants in total. Compared to Hong Kong and Shanghai, the
market in Macau is fragmented. Ipsos has compiled the following table of the top five Cantonese
restaurant operators in Macau in 2015:

Number of
Cantonese
restaurant in
Rank Company name Headquarter location Revenue Market share Macau
(MOP million) (%)
1 Company I Macau 293.1 8.0 11
2 Company J Macau 179.8 4.9 9
3 Company K Macau 137.8 3.8 7
4 Company L Macau 101.1 2.8 5
5 Company M Macau 84.7 2.3 4
Top 5 total 796.5 21.8

Note: The 2016 data is not available as at the Latest Practicable Date.

Source: Ipsos research and analysis

Our Group commenced the business of Macau Restaurant in July 2016, and did not account for
any market share in the industry in Macau in 2015.

Key Factors of Competition
Location

Location is one of the most crucial factor of competition in Cantonese full-service restaurant
industry in Macau. Normally, the middle to high class restaurants mostly choose to locate in or near
casino areas for more customer visits.
Quality of food and service

Similar to Hong Kong and Shanghai, the quality of food and service is important for Cantonese
restaurants, which is also the key element to differentiate a restaurant. In addition, attentive and
friendly services can help to build service image and increase customer loyalty.
Market Drivers
Adequate customer source supported by geographic advantages

Supported by the Mainland’s open passenger policy, the majority of Mainland visitors enter

Macau via Zhuhai. Macau also attracts visitors from Hong Kong for its leisure atmosphere and
convenient transportation.
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Investment freeport with low tax rate and tax benefit packages

Macau charges a low tax fee and offer special preferential tax rates. There are annual tax benefit
packages offered by government. For the restaurant industry, restaurants which meet the requirement
are exempted from the tourism tax. In addition, imported commodities are tax free to Macau, which
lowers raw material sourcing and import costs.

Major Threats
Business revenue highly relies on casinos, lack of outstanding brands

Over 50% of Cantonese full-service restaurants in Macau are located in or near casinos. The
revenue of Cantonese full-service restaurants decreased in 2015, due to the negative impact of the
decline in casinos’ revenue. The impact indicates the strong relationship between the gaming industry
and Cantonese full-service restaurant industry. On the other hand, since high-end Cantonese
full-service restaurants are located in casino buildings, a large proportion of them are known as
higher upscale dining places but without strong brand recognition.

Competition with neighbouring regions for gaining visitors and customers

The Cantonese full-service restaurant industry in Macau is competing with cities in close
proximity to Macau. For example, Shunde in Guangdong is known as the origin of Cantonese cuisine
and the Creative City of Gastronomy. Hong Kong, known as culinary capital for long history, has a
relatively better consolidated and developed Cantonese full-service restaurant industry. However,
these threats are foreseen to have less negative impact because as the Guangdong, Hong Kong, Macau
governments cooperate to build an integrated economic region.

The gaming industry, which impacts the Cantonese full-service restaurant industry, faces
increasing competition from neighbouring countries. Casinos are also operated in South Korea,
Australia and some other countries in Southeast Asia (such as Singapore). This may divert the
gambling customers who previously considered visiting Macau.

Entry Barriers
High initial capital requirements

Establishing full-service restaurants in Macau requires high initial capital investment, which
includes but is not limited to rent, interior layout and recruitment of staff. The costs of rental, interior
layout and staff wage are experiencing an overall increase under the growing composite CPI. The
impact of interior layout cost is especially obvious to restaurants above middle levels, since the
unique and superior interior environment are essential elements to attract customers and outstand
themselves from other competitors. Accordingly, the higher class restaurants require more initial
capital for staff recruitment to hire better quality skilled employees.

Social relationship requirements

Better personal relationship with proprietors and suppliers can help to reduce the corresponding
costs. As a tourist city famous for the gaming industry which depends heavily on tourist income,
restaurants tend to select locations in or near commercial centres with a large number of tourists, such
as casinos and tourist attractions. However, a strong social relationship with casino proprietors is
required due to the fierce competition for restaurant space in casinos.
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This section summarises the principal laws and regulations of Hong Kong, Macau and the PRC

which are relevant to our business.

THE LAWS AND REGULATIONS OF HONG KONG

Regulatory Regime

In addition to the business registration certificate required for the commencement of restaurant
business, there are three principal types of licences required to be obtained for the operation of our

restaurants which are as follows:

(a) a general restaurant licence granted by the FEHD;

(b) a water pollution control licence granted by the DEP of the EPD; and

(c¢) a liquor licence granted by the LLB.

The following sets forth the most significant aspects of Hong Kong laws and regulations relating

to our business operations.

Business registration certificate

To commence the business of restaurants, in addition to other business licences described below,
it is necessary to obtain business registration certificate pursuant to section 5 of the Business
Registration Ordinance (Chapter 310). The business registration application shall be made within one

month of the commencement of business.

General restaurant licence

Any person operating a restaurant in Hong Kong is required to obtain a general restaurant
licence granted by the DFEH under the PHMSO and the FBR before commencing the restaurant
business. A general restaurant licence permits the licensee to prepare and sell any kind of food for

consumption on the premises.

It is provided under section 31(1) of the FBR that no person shall carry on or cause, permit or
suffered to be carried on any restaurant except with a general restaurant licence. The FEHD will
consider whether certain requirements in respect of health, hygiene, ventilation, gas safety, building
structure and means of escape are met before issuing a licence. The FEHD will also consult the
Buildings Department and the Fire Services Department in accessing the suitability of premises for

use as a restaurant, where the fulfilment of the Buildings Department’s structural standard and the
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fulfilment of the Fire Services Department’s fire safety requirement are considered. If their comments
are such that its policy or requirements cannot be complied with, the licensing authority will refuse
the application and inform the applicant of the refusal with reasons. Under section 33C of the FBR,
the DFEH may grant provisional restaurant licences to new applicants who have fulfilled the basic
requirements in accordance with the FBR pending completion of all outstanding requirements for the
issue of a full restaurant licence. A provisional restaurant licence is valid for a period of six months
or a lesser period and a full restaurant licence is valid generally for a period of 12 months, both
subject to payment of the prescribed licence fees and continuous compliance with the requirements
under the relevant legislation and regulations. A provisional restaurant licence is renewable on one

occasion only at the absolute discretion of DFEH and a full restaurant licence is renewable annually.

As at the Latest Practicable Date, all of the restaurants of our Group in Hong Kong has obtained

the general restaurant licence.

Demerit points system

The demerit points system is a penalty system operated by the FEHD to sanction food

businesses for repeated violations of relevant hygiene and food safety legislation. Under the system:

(a) if within a period of 12 months, a total of 15 demerit points or more have been registered
against a licensee in respect of any licensed premises, the licence in respect of such

licensed premises will be subject to suspension for seven days (the “First Suspension”);

(b) if, within a period of 12 months from the date of the last offence leading to the First
Suspension, a total of 15 demerit points or more have been registered against the licensee
in respect of the same licensed premises, the licence will be subject to suspension for 14

days (the “Second Suspension”);

(c) thereafter, if within a period of 12 months from the date of the last offence leading to the
Second Suspension, a total of 15 demerit points or more have been registered against the
licensee in respect of the same licensed premises, the licence will be subject to

cancellation;

(d) for multiple offences found during any single inspection, the total number of demerit
points registered against the licensee will be the sum of the demerit points for each of the

offences;
(e) the prescribed demerit points for a particular offence will be doubled and trebled if the

same offence is committed for the second and the third time within a period of 12 months;

and
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(f) any alleged offence pending, that is the subject of a hearing and not yet taken into account
when a licence is suspended, will be carried over for consideration of a subsequent
suspension if the licensee is subsequently found to have violated the relevant hygiene and

food safety legislation upon the conclusion of the hearing at a later date.

Hygiene manager and hygiene supervisor scheme

To strengthen food safety supervision in licensed food premises, the FEHD has introduced the
Hygiene Manager and Hygiene Supervisor Scheme (the “Scheme”), under which all large food
establishments and food establishments producing high risk food are required to appoint a hygiene
manager and a hygiene supervisor; and all other food establishments are required to appoint a hygiene
manager or a hygiene supervisor. General restaurants which accommodate over 100 customers are

required to appoint a hygiene manager plus a hygiene supervisor.

Food business operators are required to train up their staff or appoint qualified persons to take
up the post of hygiene manager or hygiene supervisor. According to “A Guide to Application for
Restaurant Licences” of the FEHD (September 2016 Edition), one of the criteria for the issuance of
a provisional licence or full general restaurant licence is the submission of a duly completed
nomination form for hygiene manager and/or hygiene supervisor together with a copy of the relevant

course certificate(s).

Liquor licence

Section 17(3B) of the DCO provides that where regulations prohibit the sale or supply of any
liquor except with a liquor licence, no person shall sell, or advertise or expose for sale, or supply, or

possess for sale or supply, liquor except with a liquor licence.

Any person who intends to operate a business which involves the sale of liquor for consumption
at any premises must obtain a liquor licence from the LLB under the DCR before commencement of
such business. Regulation 25A of the DCR prohibits the sale of liquor at any premises for
consumption on those premises or at a place of public entertainment or a public occasion for
consumption at the place or occasion except with a liquor licence. A liquor licence will only be issued
when the relevant premises have also been issued with a full or provisional restaurant licence. A
liquor licence will only be valid if the relevant premises remain licensed as a restaurant. All
applications for liquor licences are referred to the Commissioner of Police and the District Officer

concerned for comments.

- 76 —



REGULATORY OVERVIEW

Under regulation 15 of the DCR, any transfer of a liquor licence must be made on the form as
determined by the LLB. For a transfer application, consent of the holder of liquor licence is required.
Under regulation 24 of the DCR, in case of illness or temporary absence of the holder of liquor
licence, the secretary to the LLLB may in his discretion authorise any person to manage the licensed
premises. The application under such regulation is required to be made by the holder of liquor
licence. For any application for cancellation of the liquor licence made by the holder of liquor
licence, an application for new issue of a liquor licence will be required to be made to the LLB. Under
section 54 of the DCO, in case of death or insolvency of the holder of liquor licence, his executor
or administrator or trustee may carry on the business in the licensed premises until the expiration of

the licence.

A liquor licence is valid for a period of two years or a lesser period, subject to the continuous
compliance with the requirements under the relevant legislation and regulations. Any person who
contravenes section 17(3B) of the DCO commits an offence and is liable on conviction to a fine of
HK$1,000,000 and to imprisonment for 2 years.

As at the Latest Practicable Date, all of the restaurants of our Group in Hong Kong have

obtained the liquor licence.

Water pollution control licence

In Hong Kong, discharges of trade effluents into specific water control zones are subject to
control and the discharger is required to obtain a water pollution control licence granted by the DEP

under the WPCO before commencing the discharge.

Under section 8(1) and 8(2) of the WPCO, a person who discharges (i) any waste or polluting
matter into the waters of Hong Kong in a water control zone; or (ii) any matter into any inland waters
in a water control zone which tends (either directly or in combination with other matter which has
entered those waters) to impede the proper flow of the water in a manner leading or likely to lead to
substantial aggravation of pollution, commits an offence and where any such matter is discharged

from any premises, the occupier of the premises also commits an offence.

Section 9(1) and 9(2) of the WPCO provides that generally a person who discharges any matter
into a communal sewer or communal drain in a water control zone commits an offence and where any
such matter is discharged into a communal sewer or communal drain in a water control zone from any

premises, the occupier of the premises also commits an offence.
Under section 12(1)(b) of the WPCO, a person does not commit an offence under sections 8(1),

8(2), 9(1) or 9(2) of the WPCO if the discharge or deposit in question is made under, and in

accordance with, a water pollution control licence.
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Under section 15 of the WPCO, the DEP may grant a water pollution control licence on terms
and conditions as he thinks fit specifying requirements relevant to the discharge, such as the
discharge location, provision of wastewater treatment facilities, maximum allowable quantity,

effluent standards, self-monitoring requirements and keeping records.

A water pollution control licence may be granted for a period of not less than two years, subject
to payment of the prescribed licence fee and continuous compliance with the requirements under the

relevant legislation and regulations. A water pollution control licence is renewable.

As at the Latest Practicable Date, all of the restaurants of our Group in Hong Kong have

obtained the water pollution control licence.

Food labelling

The FDR regulates nutrition facts labels on packaged foods sold in Hong Kong. Regulation
4A(1) of the FDR stipulates that all prepackaged food should be labelled in either English or Chinese
or in both languages with its food name or designation, list of ingredients, indication of “best before”
or “use by” date, statement of special conditions for storage or instructions for use, count, weight or
volume and name and address of manufacturer or packer. Regulation 4B(1) states that, the
prepackaged food shall be legibly marked or labelled with a list of nutrients setting out the energy
value of the food, the content of certain nutrients contained in the food and if applicable, the content
of any other nutrient contained in the food for which a nutrition claim is made on the food label.
Under regulation 5(1AA), any person who advertises for sale, sells or manufactures for sale any
prepackaged food which is not marked or labelled in compliance with regulation 4A(1) or 4B(1); or
has on its label any nutrition claim that does not conform to the statutory requirements set out in
Schedule 5, commits an offence and is liable on conviction to a fine of HK$50,000 and to

imprisonment for six months.

Factories and Industrial Undertakings (Fire Precautions in Notifiable Workplaces) Regulations

The FIU(F)R ensures that the proprietor of every notifiable workplace shall maintain a means
of escape from the workplace in good condition and free from obstruction. Under regulation 5(1) of
the FIU(F)R, the proprietor of every notifiable workplace shall maintain in good condition and free
from obstruction every doorway, stairway and passageway within the workplace which affords a
means of escape from the workplace in case of fire. Regulation 14(5) of the FIU(F)R stipulates that
the proprietor of any notifiable workplace who contravenes regulation 5(1) without reasonable excuse

commits an offence and is liable to a fine of HK$200,000 and to imprisonment for six months.
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Employment Ordinance

The EO provides for, among other things, the protection of the wages of employees, to regulate
general conditions of employment, and for matters connected therewith. Under section 25 of the EO,
where a contract of employment is terminated, any sum due to the employee shall be paid to him as
soon as it is practicable and in any case not later than seven days after the day of termination. Any
employer who wilfully and without reasonable excuse contravenes section 25 of the EO commits an
offence and is liable to a maximum fine of HK$350,000 and to imprisonment for a maximum of three
years. Further, under section 25A of the EO, if any wages or any sum referred to in section 25(2)(a)
are not paid within seven days from the day on which they become due, the employer shall pay
interest at a specified rate on the outstanding amount of wages or sum from the date on which such
wages or sum become due up to the date of actual payment. Any employer who wilfully and without
reasonable excuse contravenes section 25A of the EO commits an offence and is liable on conviction
to a maximum fine of HK$10,000.

Minimum wage

With effect from 1 May 2013, the Minimum Wage Ordinance (Cap 608 of the laws of Hong
Kong) provided for a prescribed minimum hourly wage rate at HK$30 per hour for every employee
employed under the EO. With effect from 1 May 2015 and 1 May 2017, the revised statutory
minimum wage has been increased from HK$30 per hour to HK$32.5 and HK$34.5 per hour,
respectively. Any provision of the employment contract which purports to extinguish or reduce the

right, benefit or protection conferred on the employee by the Minimum Wage Ordinance is void.

Employees’ compensation

The ECO establishes a no-fault and non-contributory employee compensation system for work
injuries and lays down 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 ECO, 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 or dies arising from an occupational disease is entitled

to receive the same compensation as that payable to employees injured in occupational accidents.
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According to section 40 of the ECO, all employers (including contractors and subcontractors)
are required to take out insurance policies to cover their liabilities both under the ECO and at
common law for injuries at work in respect of all their employees (including full-time and part-time
employees). An employer who fails to comply with the ECO to secure an insurance cover is liable
on conviction to a fine of HK$100,000 and imprisonment for two years. Our Company confirms that
as at the Latest Practicable Date, employee compensation insurance has been obtained for all of our

employees.

According to section 48 of the ECO, an employer shall not, without the consent of the
Commissioner for Labour, terminate, or give notice to terminate, the contract of service of an
employee (who has suffered incapacity or temporary incapacity in circumstances which entitle him
to compensation under the ECO) before occurrence of certain events. Any person who commits

breach of this provision is liable on conviction to a maximum fine of HK$100,000.

Trade Descriptions Ordinance

TDO is one of the key legislations regulating advertising and promotion practices in Hong
Kong. A trade description includes an indication of quantity, composition, and fitness for purpose,
performance, physical characteristics and place of origin with respect to any goods. It is an offence
under the TDO for any person to apply a false or misleading trade description to goods or to supply
goods to which false trade descriptions have been applied. The TDO also prohibits the use of false

and misleading trade descriptions of goods in advertisements.

In order to enhance protection of consumers against other commonly seen unfair trade practices
in consumer transactions and prohibit false trade descriptions to both goods and services, the Trade
Descriptions (Unfair Trade Practices) (Amendment) Ordinance 2012 has come into operation on 19

July 2013 and brought various amendments to the TDO. The key changes include:
— the expansion of the definition of “trade description” in respect of goods to mean any
indication, direct or indirect, and by whatever means given, with respect to any goods or

parts of goods such as price indication;

— the extension of the prohibition on false trade descriptions to services made in consumer

transactions, and to define “services” under any consumer contract;

— 80 —



REGULATORY OVERVIEW

— the creation of new offences on practices such as misleading omissions, aggressive
commercial practices, bait advertising, bait-and-switch and wrongly accepting payment;

and

— an introduction of a mechanism enabling aggrieved consumers to commence civil actions

to recover any loss or damage suffered in addition to criminal sanctions.

Mandatory Provident Fund Schemes

The Mandatory Provident Fund (“MPF”) schemes are defined contribution retirement scheme
managed by authorised independent trustees. The Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the Laws of Hong Kong) provides that an employer shall participate in an MPF
scheme and make contributions for its employees aged between 18 and 65. Under the MPF scheme,
an employer and its employee are both required to contribute 5% of the employee’s monthly relevant
income as mandatory contribution for and in respect of the employee, subject to the minimum and
maximum relevant income levels for contribution purposes. The maximum level of relevant income

for contribution purposes is currently HK$30,000 per month or HK$360,000 per year.

Occupiers liability

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

The Occupiers Liability Ordinance imposes a common duty of care on an occupier of a premise
to take reasonable care of the premise in all circumstances so as to ensure that his 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.
Occupational safety and health
The Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong)

provides for the safety and health protection to employees in workplaces, both industrial and

non-industrial.
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Employers must as far as reasonably practicable ensure the safety and health in their workplaces
by:

(i) providing and maintaining plant and work systems that are safe and without risks to health;

(i) making arrangement for ensuring safety and absence of risks to health in connection with

the use, handling, storage or transport of plant or substances;

(iii) providing all necessary information, instruction, training, and supervision for ensuring
safety and health;

(iv) providing and maintaining safe access to and egress from the workplaces; and
(v) providing and maintaining a working environment that is safe and without risks to health.

Failure to comply with the above provisions constitutes an offence and the employer is liable
on conviction to a fine of HK$200,000. An employer who fails to do so intentionally, knowingly or
recklessly commits an offence and is liable on conviction to a fine of HK$200,000 and to

imprisonment for six months.

The Commissioner for Labour may also issue improvement notices against non-compliance of
this Ordinance or the Factories and Industrial Undertakings Ordinance (Chapter 59 of the Laws of
Hong Kong), or suspension notices against activity of workplace which may create imminent hazard
to the employees. Failure to comply with such notices constitutes an offence punishable by a fine of
HK$200,000 and HK$500,000, respectively and imprisonment of up to one year.

THE LAWS AND REGULATIONS OF PRC

The following sets forth a summary of the most related aspects of PRC laws and regulations

relating to our business operations to the restaurant industry in the Mainland of the PRC:
Provisions on Foreign Investment

The establishment, operation and management of WFOE in the PRC are governed by (i) the
Guidance Catalogue of Industries for Foreign Investment ( (AN & E 245 8E H Bk (201741
#I) )) (the “Catalogue”), which was amended and promulgated by the Ministry of Commerce (%<
5 (the “MOC”) and the National Development and Reform Commission (H#E A R 3 B 5%
JEF ¥ 2 B ) (the “NDRC”) on 28 June 2017 and was effective on 28 July 2017; (ii) the
Company Law of the PRC ( (3 ANRILFME A L) ), which was adopted by the Standing
Committee of the National People’s Congress (the “NPCSC”) on 29 December 1993 and was last
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amended on 28 December 2013; (iii) The Law of the People’s Republic of China on Wholly
Foreign-Owned Enterprises ( 12 A\ [RALFBISNE B2EVE) ), which was promulgated by the
NPCSC on 12 April 1986 and amended on 3 September 2016; (iv) the Detailed Implementing Rules
for the Wholly Foreign-owned Enterprise Law ( % A\ R ILFIE SN E A 2L H 40 RI) ), which
was last amended on 19 February 2014; and (v) the Provisional Measures on Administration of Filing
for Establishment and Change of Foreign Investment Enterprises ( €& & 1257k 57 J2 58 W 52
EIEATHEE) ), which was promulgated by the MOC on 8 October 2016 and was amended on 30
July 2017 and applied to the establishment and change of foreign investment enterprises which are

not subject to special administrative measures stipulated by the state since 8 October 2016.

According to those laws and regulations aforesaid, if establishing a wholly foreign-owned
enterprise to conduct the service of food and beverage which is industry permitted to foreign
investment according to the Catalogue before 8 October 2016, such as Dragon Seal Shanghai, a
WFOE established in 2012, the investor shall make an application to the department in charge of
foreign investment under the State Council or the organs authorised by the State Council. If
establishing the aforesaid WFOE after 8§ October 2016, the investor shall conduct the procedures of
registration via the integrated administration information system of the department in charge of
foreign investment under the State Council and the foreign investor may remit abroad profits lawfully
earned from the enterprise and other income and funds lawfully obtained following the liquidation
of the enterprise.

Provisions on Food Production and Dining Operations

The Food Safety Law ( (&% 41%) ), which was amended on 24 April 2015 and came into force
on 1 October 2015, and the Implementation Rules of the Food Safety Law ( &% 2EE A ),
which came into force on 20 July 2009 and was amended on 6 February 2016, were designed to guarantee
food safety and to safeguard the health and safety of the public. The state set up a system of the supervision,
monitoring and appraisal for food safety risks, compulsory adoption of food safety standards and operating
standards for food production, food inspection, food export and import and food safety accident response.
Providers for food distribution services and consumer food services shall comply with the foregoing laws
and rules.

The Food Safety Law sets forth various penalties in the form of warnings, orders to rectify,
confiscation of illegal gains or utensils, equipment, raw materials and other articles used for illegal
production and operation, fines, recalls and destructions of food in violation of laws and regulations,
orders to suspend production and/or operation, revocations of production and/or operation licence,
and even criminal punishment for violations of food safety laws. The gains and other assets of any
restaurant that does not have a proper food service licence may be confiscated. The restaurant may
also be fined up to twenty times the goods value of food sold at the restaurant.
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The Implementation Rules of the Food Safety Law, as effective on 20 July 2009, further specify
the penalties for violations and the detailed measures to be taken and followed by food producers and
business operators in order to ensure food safety. On 4 March 2010, the Ministry of Health (now
integrated into National Health and Family Planning Commission of PRC (B & E M5 #14F %
E€)) (the “NHFPC”) promulgated the Administrative Measures on Food and Beverage Service
Licensing ( (EMRESFF o] & HHEL) ) and Administrative Measures on Food Safety Supervision
in Food and Beverage Services ( (% fRIRTS & &2 BB & HHHE) ).

Both measures came into force on 1 May 2010. Pursuant to the Administrative Measures on
Food and Beverage Service Licensing, providers of consumer food services are required to obtain a
food service licence ( CERIREFF ] 7 ) ) (the “Food Service Licence”) and are responsible for
safety in food and beverage services.

Before 30 September 2015, catering providers should obtain a Food Service Licence ( (% fik Ik
B HEFAI# ) ) according to the Administrative Measures on Food and Beverage Service Licensing. On
31 August 2015, the Administrative Measures for the Licensing of Operating Food ( & & & FF vl
EHHEL) ) (the “Operation Food Licence Measures”) was promulgated by the China Food and
Drug Administration (B % & i 25 5 B B #44)5)) and became effective on 1 October 2015 and was
amended on 17 November 2017. Pursuant to the Operation Food Licence Measures, any entity or
individual who engages in selling or providing food and beverage services within China Mainland
shall obtain a Food Operation Licence. Further, according to The Announcement on Using the Food
Operation Licences (BN RUH (B MEEFAI#) B/AH) which was promulgated by the China
Food and Drug Administration on 30 September 2015, Food Service Licence was replaced by Food
Operation Licence ( {EM&EFFI#) ) (the “Food Operation Licence”). Therefore, catering
providers only need to obtain a Food Operation Licence since 1 October 2015.

On 22 September 2014, the Administrative Measures for Operation of the Dining Industry
(Trial) ( CEMREREEHINLGENTT)) ) was jointly promulgated by the MOC and the NDRC, and
implemented on 1 November 2014. Pursuant to the Administrative Measures for Operation of the
Dining Industry (Trial), the dining operators must not sell the food which does not comply with the
state standards of the food quality and hygiene; the dining operators must not dispose of the dining
waste randomly; the dining operators shall mark the price of food and services in accordance with
the regulations promulgated by the Administration of Commodity Price of the State Council (%5 Bt
fE#% 4 HEM); the dining operators must not set any minimum consuming amount. In the event of
sales promotion, the dining operators shall expressly explain the promotion information, including
reasons, methods, rules, duration, the scope of promoted goods, and the relevant restrictions. When
a dining operator fails to comply with the administrative measures, it may be subject to administrative
penalties such as warnings, order of correction within a prescribed period of time, and fines.

As at the Latest Practicable Date, our Shanghai Restaurant in the PRC has obtained the Food
Operation Licence.
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Provisions on Public Hygiene

The Administrative Provisions on Hygiene in Public Venues ( {72335 fr i A= & B B) ) was
promulgated by the State Council on 1 April 1987 and was amended on 6 February 2016. The said
provisions were adopted for the purposes of creating favourable and sanitary conditions for the public
venues, preventing disease transmission and safeguarding people’s health.

The Rules for the Implementation of the Administration of Hygiene in Public Venues ( (A3t
5 e AR A PRI BT R AN HI) ) were promulgated by the Ministry of Health (now integrated into the
NHFPC on 10 March 2011 and came into force on 1 May 2011 and was amended on 19 January 2016.
The Rules stipulate the hygiene conditions and hygiene management systems for public venues,
including restaurant, bar, cafe, teahouse, etc. Pursuant to The Rules for the Implementation of the
Administration of Hygiene in Public Venues, public venues shall obtain a hygiene licence ( {f# 47
Al ) ) (the “Hygiene Licence”) from the local health authority before it enters into business.

On 3 February 2016, The State Council’s Decision on Consolidating and Adjusting the Public Venue
Hygiene Licence and Food Operation Licence Related to Catering Venue (the “Decision”) (<275 B B i
e TR AR RIS B BT 1 > IR 35 el 2B B e RS A B S RRE R T RS RYIRE ) ) was promulgated by the
State Council and took effect on 3 February 2016. The Decision announces that the health authority no
longer issue the Hygiene Licence to the following public venues: restaurant, cafe, bar and teahouse no longer
need to obtain the Hygiene Licence from the local hygiene authority. As a result, the Hygiene Licence for
the above public venues (restaurant, cafe, bar and teahouse) had been replaced by the Food Operation
Licence.

Therefore, before 3 February 2016, operators of restaurant, cafe, bar and teahouse should obtain
the Hygiene Licence to prove the hygiene of their public venues were qualified. Since 3 February
2016, the operators only have to obtain The Food Operation Licence.

Provisions on Consumer Protection

The Law on Protection of Consumer Rights and Interests ( {714 % & #f 4 fR #%7%) ), which came
into force on 1 January 1994, and was amended for the first time on 27 August 2009, and amended
for the second time on 25 October 2013, stipulates that that the merchandise or services provided by
business operators should meet safety requirements. Business operators of venues such as restaurants
must fulfil their obligation in protecting the safety of their customers. Business operators are
forbidden to impose unfair and unreasonable rules such as exclusion or restriction of customer rights,
mitigation or exemption of the responsibility of business operators, increase of consumer
responsibility through standard terms, notices, disclaimers and store notices. When a business
operator violates the Law on Protection of Consumer Rights and Interests and causes bodily or
property damage to consumers, they are required to undertake civil compensation responsibilities.
They may also receive administrative penalties including warnings, confiscation of illegal earnings,
fines, orders to suspend business and revocation of business licence from administrative departments.
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Provisions on Liquor Circulation

The Administrative Measures for Liquor Circulation ( %4 & #HEE) ) (the “Liquor
Circulation Measures”) promulgated on 7 November 2005 and implemented on 1 January 2006
stipulated that “liquor circulation” includes business operations like the wholesale, retail and storage
and transport of liquor. The liquor operators should make the archival filing and registration
formalities in the competent department of commerce before they operate their business. In addition,
the process of the liquor circulation required the Attached Document of Liquor Circulation ( <%
LA PERT ) ) recording details about the products and the producers. Pursuant to The Decision on
Abolishing Some Administrative Rules ( <7 %50 B i % 1E 58 0 BL % (9 2 ) ) promulgated by the
Ministry of Commerce of the PRC on 3 November 2016, the Liquor Circulation Measures had been
abolished. Thus, the liquor operators no longer have to make the archival filing and registration, and

the Attached Document of Liquor Circulation was cancelled at the same time.

The Administration Provisions of Shanghai on the Production and Trade of the Liquors ( { I
i TI Y K B E B BRAB) ) implemented on 1 January 1998 and amended on 17 September 2010
stipulates that the production, retail and wholesale of the liquors within Shanghai shall obtain licence.
Therefore, the liquor operators shall acquire the Liquor Production/Wholesale/Retail Licence ( i
SR S AR B EE EREFF R F) ) from the related administration department of liquor.

As at the Latest Practicable Date, our Shanghai Restaurant as a liquor retailer, has obtained the
Liquor Retail Licence ( WG i FHEFF A &) ).

Provision on Foreign Trade Business

The Measures for the Archival Filing and Registration of Foreign Trade Business Operators
( CHINE 5 888 F 45 8 FCHFE) ) were promulgated by the MOC on 25 June 2004 and became
effective on 1 July 2004 and was amended on 18 August 2016. According to The Measures for the
Archival Filing and Registration of Foreign Trade Business Operators, any foreign trade business
operator undertaking the import or export of goods or technology shall go through the filing
registration to the MOC or other relevant authorised departments, save as otherwise stipulated by the
laws and regulations. The foreign trade business operator shall also complete the aforesaid filing
registration before going through the relevant formalities as required for carrying out foreign trade
by the customhouse, inspection and quarantine department and foreign exchange department.

The business scope of Dragon Seal Shanghai includes import and export of food, liquor, edible
agricultural product and aquatic product. As confirmed by the PRC Legal Adviser, Dragon Seal
Shanghai had made the filing registration and other relevant necessary formalities and had imported
liquor in compliance with the aforesaid formalities.
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Provisions on Taxation
Enterprise Income Tax

Before 1 January 2008, the enterprise income tax of foreign-invested enterprises was adjusted
according to the Income Tax Law of the PRC of Foreign-invested Enterprises and Foreign Enterprises
( (e N RACFIER S IE B EM AN A5 Fi75) ) (the “Income Tax Law of Foreign-
invested Enterprises and Foreign Enterprises”), and a tax rate of 30% in respect of the taxable
income was charged. The local income tax was computed on the basis of taxable income at the rate
of 3%.

On 1 January 2008, the Enterprise Income Tax Law of the PRC ( H#E A [ A0 B 1> 25 r 15
BiiL) ) promulgated by the National People’s Congress was officially implemented and was
amended on 24 February 2017. The Income Tax Law of Foreign-invested Enterprises and Foreign
Enterprises was repealed concurrently. Income derived from the PRC by enterprises or other
organisations shall be charged enterprise income tax at the rate of 25%.

Business Tax

The business tax of foreign-invested enterprises was governed by the Provisional Regulations
on Business Tax of the PRC ( " ¥ A R ILAIE 2 B E 17 41) ), which came into force with
effect from 1 January 1994 and was amended on 10 November 2008. According to the Provisional
Regulations on Business Tax of the PRC, enterprises in service industry shall be subject to business
tax at the rate of 5% on their turnover.

Value-added tax

The Provisional Regulations on Value-added Tax of the PRC ( ¥ A B A B 14 (B B B 17 ¢
%) ) (the “VAT Provisional Regulations”) was officially implemented on 1 January 1994 and
amended on 6 February 2016 and 19 November 2017. The VAT Provisional Regulations stipulate that
value-added tax is payable on the sale or import of goods, leasing services of tangible movable
property and the provision of processing, repair and labour replacement services in the PRC. The
value-added tax rate is generally levied at 17%. Exports are exempted from value-added tax.

Since 1 January 1994, business tax and value-added tax are implemented together upon different
sorts of business incomes. From 1 January 2012, State Administration of Tax and Ministry of
Finance ([ ZXBiH5 48R ) WA BGH) had promulgated several notices on including more industries on
switching from business tax to value-added tax.
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On 23 March 2016, State Administration of Tax and Ministry of Finance promulgated Notice of
the Ministry of Finance and the State Administration of Taxation on Overall Implementation of the
Pilot Program of Replacing Business Tax with Value-added Tax ( <HFBCHR ~ B 5B 15 48 ) B A 4 1
I B E B BN (ERBGLE R E0 ) (IFBE[2016]36%%)), according to which the pilot program of
replacing business tax with value-added tax shall be implemented nationwide effective from 1 May
2016 and all business tax payers in construction industry, real estate industry, finance industry and
consumer service industry, etc. shall be included in the scope of the pilot program and pay
value-added tax instead of business tax. The tax rate of general tax activities (excluding the provision
of services in transportation, postal services, basic telecommunications, construction or real property
lease, the sale of real property or the transfer or land use right, the provision of tangible personal
property lease services, the cross-border taxable activities, etc.) applied to general tax payers will be
6%. On 19 November 2017, the State Council promulgated the Decision on Abolition of the
Provisional Regulations on Business Tax of the PRC and Revision of the VAT Provisional
Regulations( 5 B B 7% 88 1E < b 3 A B B 7 SE0 BT A7 0% 1] > F0AE i< b 2 A IR L D o8 1 (B
AT AFI>HIPEE ) ), the Provisional Regulations on Business Tax of the PRC have been abolished
since 19 November 2017.

The value-added tax is now applying to Dragon Seal Shanghai accordingly.
Provisions relating to Foreign Exchange

Pursuant to The Foreign Exchange Administrative Regulations of the PRC ( <13 A R [
SIS HG51) |, which was promulgated on 29 January 1996 and became effective on 1 April 1996,
and amended on 14 January 1997 and 5 August 2008, respectively which became effective on 5
August 2008, conversion of Renminbi and remittance of the foreign currency outside the PRC for
capital account items, such as direct equity investment, loans and repatriation of investment, are
subject to the obtaining of prior approval from the State Administration of Foreign Exchange (B %
HNE B J5)) and/or one of its branches.

Provisions on Environmental Protection

The Environmental Protection Law of the PRC ( (¥ NRILFIEIRZREL) ) (the
“Environmental Protection Law”) implemented on 26 December 1989 and amended on 24 April
2014 stipulates that installations for the prevention and control of pollution in construction projects
must be designed, built and commenced operation together with the main body of the project.
Installations for the prevention and control of pollution should comply with the requirements of the
approved environmental impact report and may not be dismantled or left idle without authorisation.
Enterprise units and other production operators engaged in pollutant discharge licensing management
should discharge pollutants according to the pollutant discharge licence. Those which have not yet
obtained the pollutant discharge licence may not discharge pollutants. If business units or other
production operators violate the relevant regulations of the Environmental Protection Law, they may
be liable to legal responsibilities including administrative penalties such as fines, correction orders,
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suspension of production for improvement, order of suspension of business or being shut down.
Direct management and direct persons in charge may be subject to detainment, and are liable to
criminal responsibility if their violations constitute a criminal offence.

The PRC Environmental Impact Evaluation Method ( e N RALF B BR B R 2ERTAE TR ) )
implemented on 1 September 2003 and amended on 2 July 2016, and the Reply Regarding
Environmental Impact Evaluation Systems Which Should be Implemented by Newly Constructed
Food and Beverage and Entertainment Facilities (B 7 £ I £ 1 44 IR 55 5% it JE o LA T R B i 28
FPAE i B K ) ) implemented on 20 January 1999 stipulate that the new construction, renovation
and expansion construction of dining service facilities and the conversion of leased buildings into
dining service facilities must be registered with and approved by local environmental protection
administrative authorities.

The Circular on Strengthening Environmental Management of Food and Beverage and
Entertainment Service Enterprises (B 7 il 8 R & 1 44 ik 85 4 SE BRI A FERY 8 F1) ) implemented
on 11 February 1995 stipulates that besides complying with the environmental protection
requirements listed by the Environmental Protection Law, dining service enterprises should also
install certain devices to absorb cooking oil fumes and odours which are discharged through
specialised chimneys. Also, dining service enterprises should adopt measures to prevent and control
the noise and heat pollution generated by air conditioners.

The Law of Water Pollution Prevention and Control of the People’s Republic of China ( 1% A [&
FEANE 7K V5 Y4B iR7%) ) implemented on 1 November 1984 and amended on 15 May 1996 and 28 February
2008, respectively, and the Notice on Issues Concerning Strengthening the Levying of Pollutant Discharge
Fees on Village and Township Enterprises and Food and Beverage and Entertainment Service Industries
issued by the State Administration for Environmental Protection ( <[ 5 B 35 £ J=y BE 1A Jin 5k 40 4 £ S 0
BRI S RS SE PR TS U2 A B T RE 3 A1) ) implemented on 12 December 1996 stipulate that dining
service enterprises that directly discharge pollutants into a water body shall pay pollutant discharge fees
according to the type and quantity of the water pollutants discharged and the standard scale of collecting
pollutant discharge fees.

Provisions on Fire Prevention

The Fire Prevention Law of the People’s Republic of China ( {H#E A RILFETE P14 ) (the
“Fire Prevention Law”) was implemented on 1 September 1998 and amended on 28 October 2008.
According to the Fire Prevention Law, upon completion of large venues with a high density of people
or other particular construction projects as prescribed by the Ministry of Public Security, such
projects must go through fire prevention inspection by the fire prevention authority of the public
security department. Such projects will be prohibited from commencement of operation without
inspection or failure to pass the inspection. Prior to the commencement of use or operation of public
gathering venues, the construction unit or user unit is required to make an application to the fire
prevention authority of the public security department at the county level or above at the place where

the venue is situated for a fire prevention inspection. When a construction project has been delivered

— 89 —



REGULATORY OVERVIEW

for use without passing the inspection, or where public gathering spots which commenced for use or
operation without being inspected for fire prevention or had been inspected but failed to satisfy the
fire prevention safety requirements, an order to cease its use or production or operation may be made
and a fine may be levied by the relevant authority.

The Provisions for the Administration of Fire Prevention Supervision and Examination of
Construction Projects ( €& LFEIH B & & H M E) ) implemented on 1 May 2009 and amended
on 17 July 2012 stipulates that hotels with gross floor area exceeding 10,000 square meters and
restaurants with entertainment functionality with gross floor area exceeding 500 square meters are

classified as venues with a high density of people under the Fire Prevention Law.
Provisions on Labour Services

The Labour Law of the PRC ( (H#EANRILFEZ5E)L) ) (the “Labour Law”) was
promulgated by the NPCSC and was implemented on 1 January 1995 and amended on 27 August
2009. The Labour Law stipulates that workers are entitled to have equal opportunities in employment,
selection of occupations, receiving wages and remuneration, rest days and holidays, protection of
occupational safety and health, the rights to social insurance and welfare, etc.

Based on The Labour Law, when an enterprise can not follow the stipulations to provide normal
rest days and holidays for the labourers due to the characteristic of its production, it may, with the
approval of the administrative department of labour, adopt other rules on working hours and rest.

On 14 December 1994, The Regulation for Approval of Enterprises Adopt Non-fixed Working
Hour Rules and Comprehensive Working Hour Rules ( B> 2B AT A€ W LAETI 45 &5 L
R TAES A HEIL) ) was promulgated by the Ministry of Labour (now integrated into the
Ministry of Human Resources and Social Security of the PRC (B A J7 & A4t & £ % 55)) which
stipulates that Enterprises adopting the non-fixed working hour rules or Comprehensive Working
Hour Rules shall acquire approval from the administrative department of labour. The non-fixed
working hour rules means the enterprises cannot follow the standard of regular working hour and
provide regular rest time for the labourer. The Comprehensive Working Hour Rules means the
enterprises cannot implement standard working hour rules and arrange their employees to work
continuously due to the characteristic of the work or the limits of the weather. Therefore, the
enterprises compute the working hours of their employees in weeks, months, quarters or years. For
example, an employee works more than 8 hours on a particular day but his average working hours
are within 8 hours per day in a week.

As at the Latest Practicable Date, our Shanghai Restaurant in the PRC has obtained approval

from the administrative department of labour for permitting to adopt the non-fixed working hour rules
and Comprehensive Working Hour Rules in specific labour positions.
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On 1 October 2005, The Provisions on the Administration of the Employment of Taiwan, Hong
Kong and Macao Residents in the Mainland ( { &#E & EME RAENMLET B E) ) was
implemented by the Ministry of Labour and Social Security (now integrated into the Ministry of
Human Resources and Social Security of the PRC, stipulating that the employment of the persons
from Taiwan, Hong Kong and Macao in the Mainland shall be subject to the employment permit
system. In case an employing entity plans to hire the persons from Taiwan, Hong Kong and Macao
or accept the assigned persons from Taiwan, Hong Kong and Macao, it shall apply for Employment
permits for Persons from Taiwan, Hong Kong and Macao ( { & A\ BLEE) ).

As at the Latest Practicable Date, our Shanghai Restaurant in the PRC has applied and
completed the Employment permits for Persons from Taiwan, Hong Kong and Macao for their
employees from Hong Kong.

The Interim Provisions on Labour Dispatch ( {ZHIREEITHIE) ) promulgated on 24
January 2014 and becoming effective on 1 March 2014 stipulate that the employer shall strictly
control the number of dispatched workers employed which shall not exceed 10% of the total number
of its workers. In addition, employers may employ dispatched workers in temporary, auxiliary or
substitutable positions only.

The Labour Contract Law of the PRC ( {3 ANRILFBE LB AFL) ) which was
implemented on 1 January 2008 and amended on 28 December 2012 stipulates that written labour
contracts must be executed in order to establish a labour relationship between the employer unit and
the labourer. When an employer unit is recruiting labourers, it should inform the labourers truthfully
the content of work, working conditions, place of work, occupational hazards, safe production
conditions, labour remuneration and other circumstances requested to be known by the labourers.

The Social Insurance Law of the People’s Republic of China ( (g N RSB AL e PR Bk ) )
implemented on 1 July 2011 stipulates that employer units must purchase social insurance for
labourers. Such insurance includes pension insurance, unemployment insurance, childbirth insurance,
work injury insurance and medical insurance. When an employer unit fails to complete social
insurance registration or does not pay the full amount of social insurance fees on time, it may be
subject to administrative penalties such as order of correction within a specific timeframe, order of
payment within a specific timeframe, or top-up, increase of penalty fees and fines by the social
insurance administrative authorities.

The Administrative Provisions for Housing Provident Funds ( {5 /A48 HAEH) )
promulgated on 3 April 1999, which became effective on 3 April 1999 and amended on 24 March
2002 stipulate that employer units must register housing provident fund deposits with the housing
provident fund management centre and set up housing provident fund accounts for its employees.
Failure to do so may result in penalties such as order to register within a specific timeframe or fines
by the housing provident fund management centre. If an employer unit fails to make deposits after
the due date, the housing provident fund management centre may apply for enforcement with the
People’s Court.
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THE LAWS AND REGULATIONS OF MACAU

The following sets forth a summary of the most related aspects of Macau laws and regulations
relating to our business operations to the restaurant industry in the Macau:

Licensing

Restaurants have a recognised importance to the image of the tourism industry in Macau and its
operation is subject to specific licensing in addition to the general requirement of registration of the

operating entity with the Macau Commercial and Moveable Assets Registry.

The Decree-Law no. 16/96/M dated 1 April 1996 (the “Legal Regime of Hotel Industry and
Similar Industries”), as amended by Decree-Law no. 40/99/M dated 3 August 1999, sets out the
administrative rules for the licensing and inspection of tourism related activities, such as restaurants.

Under the Legal Regime of Hotel Industry and Similar Industries, a restaurant, i.e., the premises
in which food or beverage is provided for public consumption within the premises, can only be
opened to the public after a licence has been granted by the Macao Government Tourism Office (the
“MGTO”) which is the governmental entity competent to licence and inspect restaurants, ensuring
compliance with minimum internationally recognised quality standards. Incompliance with licensing
requirements is punishable with a fine ranging from MOP30,000 to MOP60,000.

Restaurants are categorised as deluxe, 1% class or 2" class in accordance with their

characteristics and location, quality of the premises and of the services.

Before issuing a restaurant licence, the MGTO must first consult entities with specific
competence in urbanistic, sanitary and fire safety matters — the Land, Public Works and Transport
Bureau, the Civic and Municipal Affairs Bureau, the Macau Health Bureau, and the Fire Services
Bureau — and then conduct an inspection of the premises to ensure compliance with all the
applicable licensing, safety and hygiene requirements and to ascertain the conformity of the premises
with the approved project and with the category requested. Any modification to the project approved
by MGTO or of the general conditions of the restaurant’s premises, requires prior authorisation from
MGTO. Infringement is punishable with a fine ranging from MOP7,500 to MOP15,000.

The restaurant licence is valid for a period of one year and must be renewed within every
October. The licence lapses and is cancelled if the restaurant is closed for a period equal to or

exceeding one year or if its renewal is not requested for two consecutive years.

As at the Latest Practicable Date, the restaurant of our Group in Macau has obtained a 1°** class
restaurant licence.
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Hygiene and Safety

The Order no. 83/96/M dated 1 April 1996 as amended by Order no. 173/97/M dated 21 July
1997 and Administrative Order no. 7/2002 dated 4 March 2002 (the “Regulations of Hotel Industry
and Similar Industries”), sets out the general and specific requirements that restaurants shall
comply with in matters of hygiene and safety, amongst other matters.

A licensed restaurant may be punished with fines ranging from MOP15,000 to MOP35,000 for
non-compliance with matters of sanitation, food hygiene and cleanliness, such as in the following

non-exhaustive situations:

a) Food products not properly protected or kept, or which have exceeded the respective
validity dates;

b) Smoking, eating, spitting or coughing in areas for handling and preparation of food;

¢) Handling and preparation of food without appropriate vests or in contact with the
pavement;

d) Use of water other than that from the public water supply;

e) Removal of siphons from wash basins, kitchen sinks, and toilets;

f)  Accumulation of debris and garbage;

g) Lack of bins for garbage collection, or existence of bins without cover;

h) Storage of dinnerware and utensils in places which do not provide appropriate hygiene
conditions;

i)  Objects of personal use in contact with the areas for preparation or storage of food;

7> Poor conservation and cleanliness of the installations, equipment and utensils;

k) Using oxidising utensils;

1)  Using broken or cracked dinnerware or glasses;

m) Defective airing, ventilation and lighting;

n) Defective operation of the system for collection and exhaust of smokes and smells;

o) Infestation by rodents or insects;
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p)

Q)

Lack of disposable towels or hand dryers, as well as of the necessary articles of personal

hygiene in sanitary installations; and

Poor condition of flushing water tanks.

Offences in matters of fire safety are punishable with a fine between MOP15,000 and

MOP35,000. The following non-exhaustive situations are offences under applicable law:

a)

b)

9)

d)

e)

f)

g)

h)

i)

Insufficient number of fire extinguishers;

Existence of fire extinguishers beyond the validity date;

Lack of exit signs;

Lack of or defective safety emergency lighting;

Blockage of exits or of windows or balconies;

Occupation of escape routes;

Use of decorative materials, namely wood, without protection against fire;

Storage of fuels beyond the limits set or of a non-approved type; and

Exceeding the capacity of the restaurant.

Repeated offences may determine a temporary closure of a restaurant. Permanent closure is

considered when the restaurant’s operations pose a risk for customers, third parties or damage to the

image of the tourism industry.

Certain hygiene and safety obligations are also set out in The Legal Regime of Hotel Industry

and Similar Industries, such as the obligation to keep the installations, furniture, machinery and other

restaurant equipment in proper conditions of presentation, operation and cleanliness and to promptly

repair any deterioration. A breach is punishable with a fine ranging from MOP2,500 to MOP7,500.

Food Safety

Law no 5/2013 (the “Food Safety Law”) became effective in 20 October 2013 in order to
protect public health and safety. The Civic and Municipal Affairs Bureau (the “IACM?”) is the key
government agency in charge of implementing and enforcing the Food Safety Law, with the

assistance and surveillance of the MGTO, the Macao Economic Services and the Health Bureau.
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The Food Safety Law is applicable to food production and food business operation and all the
food and ingredients that are involved in these activities, requiring food operators to set up effective
food safety control systems and keep trade records for traceability purposes. Food operators are
generally required to comply with food safety standards, which include standards for pathogenic
microorganisms, pesticides, veterinary drugs, heavy metals, radioactive substances and other
substances hazardous to human health, food additives, sanitary requirements and food safety
requirements.

Food standards in general are to be introduced by means of regulations under the framework of
the Food Safety Law. Relevant food standards developed so far pertain to maximum veterinary
medicinal products residue limits (Administrative Regulation no. 13/2013), maximum radionuclide
limits (Administrative Regulation no. 16/2014), list of prohibited food substances (Administrative
Regulation no. 6/2014) and maximum mycotoxin limits in food (Administrative Regulation no.
13/2016).

The TACM is empowered to take precautionary food safety control measures, suspend
operations and initiate food recalls and disposals. Violations are punishable with criminal fines
ranging from MOP250 and MOP9,000,000 and/or compulsory judicial winding-up of the operating
entity, without prejudice of other accessory sanctions. In detail, violations occur when food is found:

a) to contain non-food raw materials or chemical substances other than food additive;

b) to be subject to improper use of food additives;

c) to contain prohibited, rejected or out of date raw food materials;

d) to contain pathogenic micro-organisms, pesticide residues, veterinary drug residues, heavy
metals, radioactive substances or other substances harmful to human health;

e) to contain meat or products derived from animals that have died from disease or
intoxication or for unknown reasons;

f)  to contain substances not inspected in cases legally subject to mandatory inspection, or
that have not passed mandatory inspection;

g) to be falsified, corrupted or deteriorated; or

h) to have been subject to a process of removal of any ingredient or component, decreasing
its nutritional value.
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Food Labelling

Food labelling requirements are set out in Decree-Law no. 50/92/M dated 17 August 1992 as
amended by Decree-Law no. 56/94/M dated 21 November 1994 (the “Food Labelling Law”). It
stipulates that food products, whether or not pre-packaged, should be labelled in a clear manner and
include, at least, the name of the product, manufacturer’s name and address, list of ingredients,
indication of “best before” or “use by” date (except for bread, fruits and vegetables), lot reference,
additives (if any), alcohol content and weight and volume in Portuguese and/or Chinese. Fresh non
pre-packaged products and alcoholic beverages with an alcohol content over 5% by volume are not

subject to the Food Labelling Law. There is no statutory definition of “fresh products” in Macau.

Consumer Protection

Under Law no. 12/88/M (the “Consumer Defence Law”) the consumers have the right to
receive complete information regarding the essential characteristics of the goods and services
received. The Macau Consumer Council has published a non-compulsory “Code of Practice” for food
and beverage outlets. Under said guidelines, food operators should list the measuring units, the retail
prices, service charges and any additional charges on the menu; ensure that the food served matches
the menu description; ensure the source and quality of the ingredients and that the food served is safe
for human consumption; ensure the hygienic conditions of the food premises; ensure that all
employees understand and follow basic food hygiene and safety practices; keep all the cooking
utensils and tableware clean and store them properly to prevent contamination; respect consumers’
choice and provide them with sauces or tissue papers and other services upon their request and have
any relevant charges listed clearly; provide receipts or invoices upon consumers’ request; update
promotional information timely and ensure the contents are accurate and current; and, finally, support
the sustainable development of the environment.

Environmental Protection

The guidelines and fundamental principles governing environmental policy in Macau are set out
in Law no. 2/91/M (the “Macau Environmental Law”), according to which violations of the
environmental legislation in various fields such as air, soil, light, water and noise pollutions, hygiene
of technologies and food, and use of chemical products, will be punished with civil liability,
administrative fines or criminal liability, depending on the severity of the violation. The regulatory
authority in charge of monitoring environmental protection matters is the Environment Protection
Services Bureau.

Decree Law no. 46/96/M dated 19 August 1996 defines occupational safety and health measures
and the technical conditions that must be satisfied in order to ensure the global functioning of the
public water distribution system, the preservation of public health, and the safety of firefighting water
installations. It expressly prohibits the placement on the drainage waste water system of any food
leftovers, fats and other food related debris, which may obstruct or damage the drainage system or

render the water treatment process unfeasible. Decree Law no. 35/97/M provides for the protection
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of the marine environment from pollution and prohibits the discharge of any solid or liquid residues,
in particular petroleum or chemical substances, which may contaminate marine water or coastal areas
and affect their flora and fauna wildlife. Failure to comply is subject to a fine between MOP1,000
and MOP200,000.

Labour

Law no. 7/2008 (the “Labour Relations Law”) sets out the general framework governing
employment relations in Macau. The Labour Relations Law establishes the minimal labour conditions
acceptable in all Macau labour situations and its guiding principle is that of “favour laboris” — i.e.
employers may not contractually offer lower working terms and conditions than those minimum
terms provided by statute, and any discrepancy therewith should be interpreted in favour of the

employee.

Employment contracts are, by rule, without term, unless the specific nature or scope of the
services to be performed requires otherwise or if the relevant employee is non-resident. Any
termination of contract that is not grounded on just cause may entitle the employee to severance
compensation. There are statutory minimums in respect of daily and weekly working hours, as well
as in respect of annual leave.

In accordance with Administrative Regulation no. 17/2004 (the “Illegal Work Regulation”),
non-residents of Macau are not permitted to work unless a proper work permit has been issued by the
Labour Affairs Bureau, which is valid for a fixed term of up to two years and subject to re-approval
upon expiration. Non-compliance with the Illegal Work Regulation is criminally punishable and
subject to fines between MOP5,000 and MOP50,000, without prejudice to other accessory sanctions,
such as prohibition of entry in Macau. The employment of foreign employees is subject to strict
regulations included in Law no. 21/2009 (the “Employment of Non-Resident Employees Law”),
which sets forth the terms for granting and renewing work permits for non-resident employees,
determines measures to ensure the equal treatment of Macau resident and non-resident employees and
establishes minimum contract terms and limits on the duration of employment contracts with
non-resident employees. Non-compliance with the rules included in the Employment of Non-Resident
Employees Law may constitute administrative offences, sanctioned with fines and accessory
sanctions of revocation of all or part of the authorisations to employ non-resident employees along
with the prohibition to request new authorisations for a period of six months to two years, and/or
criminal offences related to illegal employment, sanctioned with effective incarceration periods, fines
and/or accessory sanctions of (i) revocation of all or part of the authorisations to employ non-resident
employees and the prohibition for a period of six months to two years to request new authorisations;
(i1) prohibition, for a period of six months to two years, to participate in public tenders related to
public works or public concessions; and (iii) prohibition, for the period of six months to two years,
to receive any subsidies or benefits conferred by Macau public entities.

The Labour Affairs Bureau is, in general, the regulatory authority competent to supervise the

compliance with the labour and immigration laws and regulations.
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Regarding the working environment and safety, an employer must comply with the rules
provided under Decree Law no. 37/89/M (the “General Regulation of Work Safety and Hygiene of
Offices, Services and Commercial Establishments™) in order to provide a safe and clean working
environment for its employees. It standardises a series of safety and hygiene standards, in related to
the general conditions of workplace, air, lighting, sanitary, fire protection and so forth. Since these
stipulations are mandatory provisions and should be executed compulsorily, both of the employer and
employee have no rights to minify or to abandon the fundamentals. Failure to comply with those rules
may result in the application of fines between MOP1,000 and MOP30,000 to the employer, according
to the provisions set out by Decree Law no. 13/91/M (the “Sanctions for non-compliance with the
general regulation of working safety and hygiene of office, service and commercial
establishments”).

All employers of all service industries are required to transfer liability for work related injuries
and occupational diseases to an insurance company authorised to operate in Macau in accordance
with Decree Law no. 40/95/M dated 14 August 1995 (the “Legal Regime of Compensation of
Damages Caused by Work-Related Accidents and Occupational Diseases”) as amended by Law
no. 6/2015 (the “Legal Regime of Compensation of Damages Caused by Work-Related Accidents
and Occupational Diseases”). If an employer fails to provide employee compensation insurance for
its employees, fines between MOP1,000 and MOP17,500 may be applied to the employer as legal
sanction. The regulatory authority in charge of insurance matters is the Monetary Authority of Macau,
however, compliance with the aforesaid regulations is supervised by the Labour Affairs Bureau.

Pursuant to Law no. 4/2010, employers are required to contribute to the Macau Social Security
Fund account for each employee at their service. Non-compliance is subject to fines between
MOP200 and MOP1,000 for each employee.

Foreign exchange, dividend distribution and repatriation of funds

The Macau Pataca is freely convertible and there are no restrictions affecting the remittance or
repatriation of funds, namely, the repatriation of dividends. There are no currency control regulations,
no currency control restrictions or approval requirements applicable to any outbound foreign
currency transfers. Unless otherwise stated in the respective articles of association, the shareholder
of a Macau company is entitled to dividends in the proportion of its relevant shareholdings, as
approved on the annual general meeting of the company and upon approval of the annual accounts
of the previous financial year. Distributable dividends are calculated on the basis of the profit of the
company for each financial year, determined in accordance with the Macau accounting standards and
regulations, which exceeds the aggregate of its share capital and the sums that shall integrate the
mandatory and voluntary reserves on that financial year. A Macau company may pay dividends before
or after taxes.
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Taxation

All companies engaging in commercial activities in Macau, including those dedicated to
restaurant operation and management, are liable to pay Complementary Tax and should be registered
with the Macau Finance Services Bureau for tax purposes.

Complementary Tax is imposed on a company’s profits, which consist of business income,
interest income and realised capital gains and is levied at progressive rates ranging from 9% to 12%.
Normal business expenses may be deducted in computing taxable income. Dividends received from
another Macau company are exempt of complementary tax if the dividends are paid out after-tax
profits.

Under Law no. 19/96/M, restaurants are also liable to pay Tourism Tax, which is levied at 5%
of the amounts charged to customers. If a restaurant fails to pay Tourism Tax or does not keep the
relevant customer invoices for a period of five years becomes liable for a fine ranging from
MOP4,000 to MOP40,000.

Other taxes include industrial tax, real property tax, motor-vehicle tax and stamp duty on
transactions. The Customs and Excise Department in Macau is responsible for the collection of
consumer tax on limited dutiable commodities which includes certain types of liquors, vermouths,
wines and spirits with an alcoholic strength equal or superior to 30% by volume measured at a
temperature of 20°C. For dutiable liquors, duty is payable at a rate of 10% of their import value.
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THE CORPORATE HISTORY

The history of our restaurant business can be traced to 2004 when Mr. Wong WC and Mr. Wong
WH operated our Group’s first restaurant, the Yau Ma Tei Restaurant, under the brand “Dragon King

(FE£)” with the vision of providing high quality Cantonese cuisine to our customers.

Over the years, we launched various restaurants in Hong Kong under our self-owned brands of
“Dragon King (§£2)”, “Dragon Seal (FE&)”, “Imperial Seal (2 )” and “Dragon Feast (FE&)” with
the aim of expanding our business and operations. Since 2004, we have opened the Empire Hotel
Restaurant in September 2005, the Kwun Tong Restaurant in April 2007, the WTC Restaurant in
January 2008, the ICC Restaurant in January 2011, the San Po Kong Restaurant in September 2011,
the Whampoa Restaurant in June 2014, the Sheung Shui Restaurant in December 2015 and the Wan
Chai Restaurant in July 2016 in Hong Kong. The Empire Hotel Restaurant and the Yau Ma Tei
Restaurant were closed down in 2011 and 2012, respectively, due to the expiry of the lease
agreements of the relevant premises. In 2013, we decided to further develop our business and
diversify our restaurant portfolio by entering into the PRC market. We opened our first restaurant in
the PRC, the Shanghai Restaurant, which is located in the Pudong New District of Shanghai under
the brand name of “Imperial Seal ((£%)” in January 2013. In July 2016, our Group established our
first restaurant in Macau, the Macau Restaurant, under the brand “Dragon King (FE£)”. As at the

Latest Practicable Date, we owned and operated nine Cantonese full-service restaurants.
IMPORTANT BUSINESS MILESTONES

The following illustrates certain key milestone and achievements in the business development

of our Group:

Year Event

November 2004 Our first restaurant, namely the Yau Ma Tei Restaurant, was operated by
Mr. Wong WC and Mr. Wong WH under the brand “Dragon King (¥E£)”
in Yau Ma Tei, Hong Kong

September 2005 Our Empire Hotel Restaurant was opened in Wan Chai, Hong Kong
April 2007 Our Kwun Tong Restaurant was opened
January 2008 Our flagship restaurant for the brand “Dragon King (F££)”, namely the

WTC Restaurant, was opened in Causeway Bay, Hong Kong
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Year Event

January 2011 Our first restaurant under the brand “Dragon Seal (F£#£)”, namely the
ICC Restaurant, was opened in Tsim Sha Tsui, Hong Kong

September 2011 Our San Po Kong Restaurant was opened

January 2013 Our first restaurant under the brand “Imperial Seal (:£#)”, namely the

Shanghai Restaurant was opened in Pudong New District, Shanghai, the

PRC
June 2014 Our Whampoa Restaurant was opened in Hung Hom, Hong Kong
December 2015 Our first restaurant under the brand “Dragon Feast (SE%)”, namely the

Sheung Shui Restaurant, was opened in Sheung Shui, Hong Kong

July 2016 Our Wan Chai Restaurant was opened

July 2016 Our first restaurant in Macau, namely the Macau Restaurant, was opened

at the Venetian

OUR GROUP

Our Group has a number of direct and indirect subsidiaries incorporated in the BVI, Hong Kong,
Macau and the PRC. Details of the members of our Group and their respective corporate history are

set out below.

OUR COMPANY

Our Company was incorporated in the Cayman Islands under the Companies Law as an
exempted company with limited liability on 8 August 2016 with an authorised share capital of
HK$380,000 divided into 38,000,000 shares of par value HK$0.01 each. On 8 August 2016, one
fully-paid Share was allotted and issued to the initial subscriber to the memorandum and articles of

association of our Company, which was subsequently transferred to Million Edge on the same day.
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On 15 December 2017, our Company further allotted and issued 5,359, 2,200, 1,000, 700, 400,
100, 80, 80 and 80 fully-paid Shares to Million Edge, Good Vision, Wise Alliance, Dragon Eagle
King, Rank Advance, Wealthy Time, Giant Wealth, King Bright and Mr. Man, respectively, in
consideration for the acquisition of the entire issued share capital in Dragon King BVI. Immediately

following the above allotments, the shareholding structure of our Company was as follows:

Name of shareholders Number of Shares Shareholding %

Million Edge .. ... ... . 5,360 53.6%
Good ViSion ........ ... 2,200 22%
Wise Alliance . . ... .. 1,000 10%
Dragon Eagle King . ........ ... ... ... . ... ....... 700 7%
Rank Advance . ...... ... ... ... ... .. . 400 4%
Wealthy Time. .. ......... ... ... 100 1%
Giant Wealth . . ... .. .. . 80 0.8%
King Bright . . ... ... . 80 0.8%
Mr. Man. . ... 80 0.8%
Total . ... 10,000 100%

Immediately after completion of the Reorganisation and before completion of the Share Offer,
our Company became the holding company of our Group with its business being conducted through

the principal operating subsidiaries of our Group, the corporate history of which is set out below.
OUR SUBSIDIARIES
Able Ascent

Able Ascent was incorporated in Hong Kong with limited liability on 29 May 2009 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Able Ascent is
principally engaged in the operation and management of the ICC Restaurant and commenced business

in January 2011.

On 29 May 2009, one fully-paid share of Able Ascent was allotted and issued to the initial
subscriber and was subsequently transferred to Mr. Wong WC on 3 August 2009 at nominal value.
On 6 May 2016, Mr. Wong WC transferred his one share to Dragon King BVI at nominal value. Able
Ascent, has been a direct wholly-owned subsidiary of Dragon King BVI since 6 May 2016.

All Best Harvest

All Best Harvest was incorporated in Hong Kong with limited liability on 5 October 2010 with
an authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. All Best

Harvest is an investment holding company which was set up to hold property interest of our Group.
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On 5 October 2010, one fully-paid share of All Best Harvest was allotted and issued to the initial
subscriber, which was subsequently transferred to Mr. Wong WC on 12 October 2010 at nominal
value. On 12 October 2010, one fully-paid share of All Best Harvest was further allotted and issued
to Ms. Lee at nominal value. Immediately prior to the Reorganisation, All Best Harvest was owned
as to 50% and 50% by Mr. Wong WC and Ms. Lee, respectively.

Best Merit

Best Merit was incorporated in the BVI with limited liability on 25 January 2016 and is
authorised to issue a maximum of 50,000 shares of one class with a par value of US$1.00 each. Best

Merit is an investment holding company set up to hold intellectual property of our Group.

On 27 April 2016, one fully-paid share of Best Merit was allotted and issued to Dragon King
BVI at nominal value. Best Merit has been a direct wholly-owned subsidiary of Dragon King BVI
since 27 April 2016.

Dragon King BVI

Dragon King BVI was incorporated in the BVI with limited liability on 19 November 2007 and
is authorised to issue a maximum of 50,000 shares of one class with a par value of US$1.00 each.

Dragon King BVI is an investment holding company.

On 1 April 2008, one fully-paid share of Dragon King BVI was allotted and issued to Mr. Wong
WC at a consideration of US$1.00 (equivalent to the par value in respect of such share). On 29
September 2016, Dragon King BVTI allotted and issued 56, 22, 10, 7 and 4 shares to each of Million
Edge, Good Vision, Wise Alliance, Dragon Eagle King and Rank Advance pursuant to the Pre-IPO
Investments. For details, please refer to the subsection headed “Reorganisation — 5. Pre-IPO
Investments” below. On 27 February 2017, Dragon King BVI allotted and issued a further 9,900
shares to then existing shareholders of Dragon King BVI, being 99, 5,544, 2,178, 990, 693 and 396
shares to Mr. Wong WC, Million Edge, Good Vision, Wise Alliance, Dragon Eagle King and Rank

Advance, respectively.

On 28 February 2017, Million Edge transferred 100, 80, 80 and 80 shares in Dragon King BVI
to Wealthy Time, Giant Wealth, King Bright and Mr. Man, respectively in consideration of which Mr.
Wong WH transferred 10% of the issued share capital of each of Dragon Lake and Wealth Club and
each of Ms. Chan, Mr. Ngai and Mr. Man transferred 10% of the issued share capital of Prominent
Voice to Dragon King BVI.
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Immediately following the above allotments and share transfers, the shareholding structure of

Dragon King BVI was as follows:

Name of shareholders Number of Shares Shareholding %

Mr. Wong WC ... ... 100 1%
Million Edge . . ... ... 5,260 52.6%
Good ViSiONn. . .. .. i 2,200 22%
Wise AlHance. . . ... ..o 1,000 10%
Dragon Eagle King. . . ........ ... ... ... ... . ... 700 7%
Rank Advance . ........ ... ... .. ... .. 400 4%
Wealthy Time. .. ......... ... ... 100 1%
Giant Wealth . ... ... . .. .. 80 0.8%
King Bright . .. ... ... . 80 0.8%
Mr. Man. . ... 80 0.8%
Total . ... 10,000 100%

On 15 December 2017, our Company acquired the entire issued share capital of Dragon King
BVI from Mr. Wong WC, Million Edge, Good Vision, Wise Alliance, Dragon Eagle King, Rank
Advance, Wealthy Time, Giant Wealth, King Bright and Mr. Man. Immediately following the
aforesaid transfer of shares, Dragon King BVI became a direct wholly-owned subsidiary of our

Company.

Dragon King Macau

Dragon King Macau was incorporated in Macau with limited liability on 7 April 2010 and a
paid-up capital of MOP6,000,000. Dragon King Macau is principally engaged in the operation and

management of the Macau Restaurant and commenced business in July 2016.

On 26 July 2016, Dragon King BVI acquired MOP6,000,000 share capital of Dragon King
Macau, being the entire issued share capital of Dragon King Macau, from Tang Palace Catering
(Overseas) Limited, a wholly-owned subsidiary of Tang Palace (China). For details of the acquisition,
please refer to the paragraph headed “Reorganisation — 2. Acquisition of Dragon King Macau” in

this section below.
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Dragon King HK

Dragon King HK was incorporated in Hong Kong with limited liability on 28 June 2007 with
an authorised share capital of HK$10,000 shares divided into 10,000 shares of HK$1.00 each.

On 28 June 2007, ten fully-paid shares of Dragon King HK were allotted and issued to Mr. Wong
WC and were subsequently transferred to Dragon King BVI on 1 August 2008 at nominal value.
Dragon King HK has been a direct wholly-owned subsidiary of Dragon King BVI since 1 August
2008.

Dragon King HK is principally engaged in the operation and management of the WTC

Restaurant and commenced business in January 2008.
Dragon Lake

Dragon Lake was incorporated in Hong Kong with limited liability on 5 February 2003 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Dragon Lake was
principally engaged in the operation and management of the Yau Ma Tei Restaurant and has no

business operation since August 2012.

On 5 February 2003, two fully-paid share of Dragon Lake was allotted and issued to the initial
subscribers. On 2 June 2003, one and one share was subsequently transferred to two Independent
Third Parties, respectively at nominal value. On 2 June 2003, 8,999 shares and 999 shares were
further allotted and issued to the two Independent Third Parties, respectively, at nominal value. On
15 November 2004, the two Independent Third Parties transferred 9,000 shares and 1,000 shares at
a consideration of HK$9,000 and HK$1,000, respectively, to Mr. Wong WH. On 11 May 2006, Mr.
Wong WH transferred the 9,000 shares of Dragon Lake to Kings Express International Limited (an
investment holding company owned as to 70% and 30% by Mr. Wong WC and Ms. Lee) at nominal
value. On 2 February 2007, Kings Express International Limited transferred its 9,000 shares at
nominal value to Mr. Wong WC, who subsequently transferred his 9,000 shares to Dragon King BVI
at nominal value on 1 August 2008. Immediately prior to Reorganisation, Dragon Lake was owned
as to 90% and 10% by Dragon King BVI and Mr. Wong WH, respectively.

Dragon Seal HK

Dragon Seal HK was incorporated in Hong Kong with limited liability on 24 May 2010 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Dragon Seal HK

has not commenced any business operation since its incorporation.

On 24 May 2010, ten fully-paid shares of Dragon Seal HK were allotted and issued to Dragon
King BVI at nominal value. Dragon Seal HK has been a direct wholly-owned subsidiary of Dragon

King BVI since its incorporation.
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Dragon Seal Shanghai

Dragon Seal Shanghai was established in the PRC as a company with limited liability on 22
March 2012 with a registered capital of HK$22,500,000. The registered capital of Dragon Seal
Shanghai attributable to Silver Everford was fully contributed by Silver Everford in cash. Dragon
Seal Shanghai is principally engaged in the operation and management of the Shanghai Restaurant
and commenced business in January 2013 under the brand name of “Imperial Seal (:£#)”. Dragon

Seal Shanghai has been a direct wholly-owned subsidiary of Silver Everford since 22 March 2012.
Gold Profit

Gold Profit was incorporated in Hong Kong with limited liability on 20 April 2007 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Gold Profit is

principally engaged in the central management of our Group and commenced business in April 2007.

On 20 April 2007, one fully-paid share of Gold Profit was allotted and issued to the initial
subscriber and was subsequently transferred to Mr. Wong WC on 9 May 2007 at nominal value. On
9 May 2007, nine shares were further allotted and issued to Mr. Wong WC at nominal value. On 1
August 2008, Mr. Wong WC transferred the entire issued share capital of Gold Profit to Dragon King
BVI at nominal value. Gold Profit has been a direct wholly-owned subsidiary of Dragon King BVI
since 1 August 2008.

King Harbour

King Harbour was incorporated in Hong Kong with limited liability on 13 July 2006 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. King Harbour
is principally engaged in the operation and management of the Kwun Tong Restaurant and

commenced business in April 2007.

On 13 July 2006, one fully-paid share of King Harbour was allotted and issued to the initial
subscriber at nominal value and was subsequently transferred to King Express International Limited
on 22 August 2006 at nominal value. King Express International Limited transferred the one
fully-paid share to Mr. Wong WC on 2 February 2007 at nominal value. On the same day, nine shares
were further allotted and issued to Mr. Wong WC at nominal value. On 1 August 2008, Mr. Wong WC
transferred the entire issued share capital of King Harbour to Dragon King BVI at nominal value.

King Harbour has been a direct wholly-owned subsidiary of Dragon King BVI since 1 August 2008.
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Mass Effort

Mass Effort was incorporated in Hong Kong with limited liability on 3 January 2011 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Mass Effort is
principally engaged in the operation and management of the San Po Kong Restaurant and commenced

business in September 2011.

On 3 January 2011, one fully-paid share of Mass Effort was allotted and issued to the initial
subscriber and was subsequently transferred to Dragon King BVI on 8 April 2011 at nominal value.
On the same day, nine shares were further allotted and issued to Dragon King BVI at nominal value.

Mass Effort has been a direct wholly-owned subsidiary of Dragon King BVI since 8 April 2011.

Premier Oriental

Premier Oriental was incorporated in Hong Kong with limited liability on 27 May 2016 with an
initial issued share capital of HK$1.00. Premier Oriental is principally engaged in the operation and

management of the Wan Chai Restaurant and commenced business in July 2016.

On 27 May 2016, one fully-paid share of Premier Oriental was allotted and issued to the initial
subscriber at nominal value, which was subsequently transferred to Dragon King BVI on 7 June 2016
at nominal value. On 7 June 2016, nine shares were further allotted and issued to Dragon King BVI
at nominal value. Premier Oriental has been a direct wholly-owned subsidiary of Dragon King BVI
since 7 June 2016.

Prominent Voice

Prominent Voice was incorporated in Hong Kong with limited liability on 2 April 2015 with an
initial issued share capital of HK$1.00. Prominent Voice is principally engaged in the operation and

management of the Sheung Shui Restaurant and commenced business in December 2015.

On 2 April 2015, one fully-paid share of Prominent Voice was allotted and issued to the initial
subscriber, which was subsequently transferred to Dragon King BVI on 16 June 2015 at nominal
value. On 16 June 2015, six shares were further allotted and issued to Dragon King BVI at nominal
value. On the same day, three shares were further allotted and issued to Ms. Lee at nominal value.
On 4 December 2015, Mr. Wong WC procured Dragon King BVI to transfer the beneficial interest
of one share to Mr. Ngai at a consideration of HK$2,500,000. On the same day, Ms. Lee transferred
the beneficial interest of one and one share to Ms. Chan and Mr. Man at a consideration of
HK$2,500,000 and HK$2,500,000, respectively. Immediately prior to the Reorganisation, Prominent
Voice was beneficially owned as to 60%, 10%, 10%, 10% and 10% by Mr. Wong WC (through Dragon
King BVI), Ms. Lee, Ms. Chan, Mr. Ngai and Mr. Man, respectively.
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Silver Everford

Silver Everford was incorporated in Hong Kong with limited liability on 19 May 2011 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Silver Everford

is an investment holding company.

On 19 May 2011, one fully-paid share of Silver Everford was allotted and issued to the initial
subscriber, which was subsequently transferred to Mr. Wong WC on 1 August 2011 at nominal value.
On 28 February 2017, Mr. Wong WC transferred one share to Greater Year at a consideration of
HK$1.00. Silver Everford has been a subsidiary of Dragon King BVI since 28 February 2017.

Wealth Club

Wealth Club was incorporated in Hong Kong with limited liability on 13 May 2005 with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. Wealth Club is
principally engaged in the operation and management of the Whampoa Restaurant and commenced

business in June 2014.

On 13 May 2005, one fully-paid share of Wealth Club was allotted and issued to the initial
subscriber and was subsequently transferred to Mr. Wong WH on 1 June 2005 at nominal value. On
11 May 2006, 999 shares were further allotted and issued to Mr. Wong WH at nominal value. On the
same day, 9,000 shares were further allotted and issued to King Express International Limited at
nominal value and were subsequently transferred to Mr. Wong WC on 2 February 2007 at nominal
value. On 1 August 2008, Mr. Wong WC transferred his 9,000 shares to Dragon King BVI at nominal
value. Immediately prior to the Reorganisation, Wealth Club was owned as to 90% and 10% by
Dragon King BVI and Mr. Wong WH, respectively.

REORGANISATION

In preparation for the Listing, our Group underwent the Reorganisation through the following

major steps:

1. Incorporation of Premier Oriental

On 27 May 2016, Premier Oriental was incorporated in Hong Kong with limited liability and
an initial issued share capital of HK$1.00. One fully-paid ordinary share of Premier Oriental was
allotted and issued at par to the initial subscriber on 27 May 2016, and was subsequently transferred
to Dragon King BVI on 7 June 2016. On 7 June 2016, nine fully-paid ordinary shares of Premier
Oriental were further allotted and issued to Dragon King BVI, resulting in Dragon King BVI holding
ten shares of Premier Oriental. Premier Oriental has been a direct wholly-owned subsidiary of Dragon
King BVI since 7 June 2016.
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2.  Acquisition of Dragon King Macau

Dragon King BVI and Premier Oriental (each as purchaser), and Tang Palace Catering
(Overseas) Limited (“Tang Palace Catering”) and Excellent Tang Palace Food and Beverage Group
Company Limited (“Excellent Tang Palace”) (each a wholly-owned subsidiary of Tang Palace BVI
and as vendor) and Mr. Wong WC (as guarantor) entered into the Tang Palace Sale & Purchase
Agreement on 30 June 2016 at the consideration of HK$15,000,000 to be satisfied by Dragon King
BVI and Premier Oriental procuring the issue and allotment of shares by Dragon King BVI to Tang
Palace Catering and Excellent Tang Palace (or their nominee(s)). Following the acquisition, Dragon

King Macau became a wholly-owned subsidiary of Dragon King BVI on 26 July 2016.

3. Incorporation of Greater Year

On 4 July 2016, Greater Year was incorporated in the BVI and is authorised to issue a maximum
of 50,000 shares of a single class each with a par value of US$1.00 each. One fully-paid ordinary
share of Greater Year, representing the entire issued share capital of Greater Year, was allotted and
issued at par to Dragon King BVI on 20 July 2016. Greater Year has been a direct wholly-owned
subsidiary of Dragon King BVI since 20 July 2016.

4. Incorporation of our Company

On 8 August 2016, our Company was incorporated in the Cayman Islands with limited liability
and with an authorised share capital of HK$380,000 divided into 38,000,000 Shares of HK$0.01
each. On 8 August 2016, one fully-paid Share, representing the entire issued share capital of our
Company at the relevant time, was allotted and issued to the initial subscriber to the memorandum
and articles of association of our Company, which was subsequently transferred to Million Edge on
8 August 2016.

5. Pre-IPO Investments

Dragon King BVI and Wise Alliance entered into the Pre-IPO Investment Agreement 1, pursuant
to which Wise Alliance agreed to subscribe for, and Dragon King BVI agreed to allot and issue to
Wise Alliance, ten shares in Dragon King BVI (representing 10% of its issued share capital as at the
date of completion of the Pre-IPO Investment Agreement 1 as enlarged by the allotment and issue of
the shares under the Pre-IPO Investments) at a consideration of HK$10,000,000.
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Dragon King BVI and Dragon Eagle King entered into the Pre-IPO Investment Agreement 2,
pursuant to Dragon Eagle King agreed to subscribe for, and Dragon King BVI agreed to allot and
issue to Dragon Eagle King, seven shares in Dragon King BVI (representing 7% of its issued share
capital as at the date of completion of the Pre-IPO Investment Agreement 2 as enlarged by the

allotment and issue of the shares under the Pre-IPO Investments) at a consideration of HK$7,000,000.

Dragon King BVI and Rank Advance entered into the Pre-IPO Investment Agreement 3,
pursuant to Rank Advance agreed to subscribe for, and Dragon King BVI agreed to allot and issue
to Rank Advance, four shares in Dragon King BVI (representing 4% of its issued share capital as at
the date of completion of the Pre-IPO Investment Agreement 3 as enlarged by the allotment and issue
of the shares under the Pre-IPO Investments) at a consideration of HK$4,000,000.

Dragon King BVI and Good Vision entered into the Pre-IPO Investment Agreement 4, pursuant
to which Good Vision agreed to subscribe for, and Dragon King BVI agreed to allot and issue to Good
Vision, an aggregate of 22 shares in Dragon King BVI (representing 22% of its issued share capital
as at the date of completion of the Pre-IPO Investment Agreement 4 as enlarged by the allotment and
issue of the shares under the Pre-IPO Investments) at a total consideration of HK$22,000,000. "¢ */

On 29 September 2016, 56 fully-paid shares of Dragon King BVI (representing 56% of its

issued share capital at the relevant time) were allotted and issued at par to Million Edge.
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Details of the Pre-IPO Investments are summarised below:

Pre-IPO Investment Agreement 1

Name of investor

Date of the Pre-IPO Investment
Agreement 1

Amount of consideration paid

Date of payment of the consideration

Effective cost per Share paid ™" ?/

Percentage of shareholding upon

(note 3)

Listing

Pre-IPO Investment Agreement 2

Name of investor

Date of the Pre-IPO Investment
Agreement 2

Amount of consideration paid

Date of payment of the consideration

Effective cost per Share paid ™

Percentage of shareholding upon

Listing "¢ 7/

Pre-IPO Investment Agreement 3

Name of investor

Date of the Pre-IPO Investment
Agreement 3

Amount of consideration paid

Date of payment of the consideration

Effective cost per Share paid ™ %

Percentage of shareholding upon

(note 3)

Listing

Wise Alliance
1 August 2016 and 26 September 2016

HK$10,000,000

4 August 2016

Approximately HK$0.09

108,000,000 Shares, representing 7.5% of the
issued share capital of our Company upon
Listing

Dragon Eagle King
12 August 2016 and 26 September 2016

HK$7,000,000

12 August 2016

Approximately HK$0.09

75,600,000 Shares, representing 5.25% of the
issued share capital of our Company upon
Listing

Rank Advance
19 August 2016 and 26 September 2016

HK$4,000,000

19 August 2016

Approximately HK$0.09

43,200,000 Shares, representing 3% of the issued
share capital of our Company upon Listing
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Pre-IPO Investment Agreement 4

Name of investor : Good Vision

Date of the Pre-IPO Investment : 30 June 2016, 26 September 2016 and 28
Agreement 4 September 2016

Amount of consideration paid : HK$22,000,000 0 1)

Date of payment of the consideration : 29 September 2016

Effective cost per Share paid ™ : Approximately HK$0.09

Percentage of shareholding upon : 237,600,000 Shares, representing 16.5% of
Listing "¢ ¥ the issued share capital of our Company upon

Notes:

Listing

Pursuant to a subscription agreement dated 26 September 2016, Good Vision subscribed for 7 shares in Dragon King
BVI (representing 7% of its issued share capital as at the date of completion of the Pre-IPO Investment Agreement
4 as enlarged by the allotment and issue of the shares under the Pre-IPO Investments) at a consideration of
HK$7,000,000. Pursuant to the Tang Palace Supplemental Agreements, the consideration of the Tang Palace Sale &
Purchase Agreement was to be satisfied by the issue and allotment of 15 shares (representing 15% of its issued share
capital as at the date of completion of the Pre-IPO Investment Agreement 4 as enlarged by the allotment and issue of
the shares under the Pre-IPO Investments) in Dragon King BVI to Good Vision, which, was determined at arm’s length
basis by reference to the valuation of Dragon King BVI at the relevant time.

For illustration purposes only. Based on the indicative Offer Price range, representing a discount of approximately
48.6% to HK$0.18 per Share, being the lower end of the stated Offer Price range, and a discount of approximately
64.4% to HK$0.26 per Share, being the upper end of the stated Offer Price range.

Assuming completion of the Share Offer and the Capitalisation Issue and without taking into account any Shares to

be issued upon exercise of any options which may be granted under the Share Option Scheme.

Good Vision, Wise Alliance, Dragon Eagle King and Rank Advance are Independent Third Parties to our Company

prior to the Pre-IPO Investments and to each other.

The said considerations were arrived at after arm’s length negotiations between the parties with

reference to the valuation of Dragon King BVI at the relevant time. The Pre-IPO Investments were

completed on 29 September 2016. Our Directors are of the view that the Pre-IPO Investments were

entered into on normal commercial terms.

The proceeds from the Pre-IPO Investments has been used for repayment of loan of our Group,

general working capital and payment of professional fees incurred from the Listing.
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Background of the Pre-IPO Investors

Wise Alliance is a limited company incorporated in the Seychelles on 21 June 2016 and its entire
issued share capital is owned by Mr. Lee. The principal business activity of Wise Alliance is
investment holding. Mr. Lee is a merchant in the full-service restaurant industry. Mr. Lee has known
Mr. Wong WC, our Controlling Shareholder, for over 1 year in a business occasion. Upon
introduction of the potential listing of our Group to Mr. Lee by Mr. Wong WC, Mr. Lee expressed
interests in investing in our Group. After several due diligence works were conducted, Mr. Lee is

confident in our future prospect.

Dragon Eagle King is a limited company incorporated in the BVI on 8 July 2016 and its entire
issued share capital is beneficially owned by Mr. Wee. The principal business activity of Dragon
Eagle King is investment holding. Mr. Wee is a merchant in the food and beverage industry. Mr. Wee
has known Mr. Wong WC, our Controlling Shareholder, for over 1 year in a business occasion. Upon
introduction of the potential listing of our Group to Mr. Wee by Mr. Wong WC, Mr. Wee expressed
interests in investing in our Group. After certain due diligence works were conducted, Mr. Wee is
confident in our future prospect.

Rank Advance is a limited company incorporated in the Seychelles on 20 January 2016 and its
entire issued share capital is owned by Mr. Wang. The principal business activity of Rank Advance
is investment holding. Mr. Wang is the chairman of the board of directors and the chief executive
officer of Royal Deluxe Holdings Limited (stock code: 3789), a company listed on the Main Board
of the Stock Exchange and a major subcontractor specialising in providing formwork erection and
related ancillary services in Hong Kong. Mr. Wang has known Mr. Wong WC, our Controlling
Shareholder, for over 1 year in a social occasion. Upon introduction of the potential listing of our
Group to Mr. Wang by Mr. Wong WC, Mr. Wang expressed interests in investing in our Group. After
certain due diligence works were conducted, Mr. Wang is confident in our future prospect.

Good Vision is a limited company incorporated in the Seychelles on 4 May 2016 and its entire
issued share capital is owned by Tang Palace BVI. The principal business activity of Good Vision is
investment holding. The holding company of Tang Palace BVI, Tang Palace (China) (stock code:
1181), a company listed on the Main Board of the Stock Exchange, principally operates restaurants
in the PRC and Hong Kong. Mr. Chan Man Wai, an executive director of Tang Palace (China), has
known Mr. Wong WC, our Controlling Shareholder, for over ten years in a business occasion. Upon
introduction of the potential listing of our Group to Mr. Chan Man Wai by Mr. Wong WC, Tang Palace
(China) expressed interests in investing in our Group. In order to make a sound investment decision,
Tang Palace (China) has undertaken certain due diligence works, including discussion with our
Directors and senior management, studying our processing stage, products and sources of our food
ingredients, licence, our historical financial performance and market conditions of the industry. After
such due diligence and review, Tang Palace (China) considered that our Group has good management
and good industry prospect.
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As advised by Tang Palace Group, Mr. Lee, Mr. Wee and Mr. Wang, they invested in our Group
due to their confidence in the business prospects of the Chinese restaurant business in the Greater
China area and in the management and potentials of our Group. Our Directors believe that the
Pre-IPO Investments would strengthen the shareholder base of our Group and enhance the corporate
governance practice and business network of our Group. Our Company considers that by introducing
Good Vision, Wise Alliance, Dragon Eagle King and Rank Advance as additional shareholders, our
Group would benefit from the insight and management experience of Tang Palace (China), Mr. Lee,
Mr. Wee and Mr. Wang. A more diversified shareholding structure of our Group is expected to
promote accountability of the management to shareholders, thereby facilitating and strengthening
internal control.

Save as aforesaid, each of Tang Palace Group, Mr. Lee, Mr. Wee and Mr. Wang, Good Vision,
Wise Alliance, Dragon Eagle King and Rank Advance is not connected (as defined in the GEM
Listing Rules) with our Group or any of its connected persons (including the Controlling
Shareholders).

As a result of the completion of the Pre-IPO Investments, the shareholding structure of our
Group was as follows:

Name of shareholders Number of Shares Shareholding %

Mr. Wong WC .. ... 1 1%
Million Edge .. ... ... . 56 56%
Good Vision . .......... ... .. 22 22%
Wise Alliance . ......... .t 10 10%
Dragon Eagle King .. ..... ... .. ... ... .. ... ... .... 7 7%
Rank Advance . ........ ... ... .. ... . . .. .. 4 4%
Total . ... 100 100%

Upon Listing, Good Vision, Wise Alliance, Dragon Eagle King and Rank Advance would be
interested in 16.5%, 7.5%, 5.25% and 3% of the issued share capital of our Company, respectively.
Considering that Good Vision will become a substantial Shareholder upon Listing, its shareholding
in our Company will not be counted as part of the “public float” for the purpose of Rule 11.23 of the
GEM Listing Rules.

Good Vision, Wise Alliance, Dragon Eagle King, Rank Advance, Tang Palace Group, Mr. Lee,

Mr. Wee and Mr. Wang are not involved in the management and daily operations of our Group.
Pursuant to the Pre-IPO Investment Agreements, Good Vision, Wise Alliance, Dragon Eagle

King and Rank Advance do not enjoy any special right in connection with the Pre-IPO Investments

and are subject to a lock-up period of 12 months commencing from the date of Listing.
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The Sole Sponsor is of the view that the Pre-IPO Investments are in compliance with the
Guidance Letters HKEx-GL29-12, HKEx-GL43-12 and HKEx-GL44-12 in respect of guidance on
Pre-IPO investments issued by the Stock Exchange, as the Pre-IPO Investments has been completed

at least 28 clear days before the date of our Company’s first submission of the listing application.

6. Allotment and issue of 9,900 shares of Dragon King BVI

On 27 February 2017, Dragon King BVI allotted and issued a further 9,900 shares to the existing
shareholders of Dragon King BVI, being 99, 5,544, 2,178, 990, 693 and 396 shares to Mr. Wong WC,
Million Edge, Good Vision, Wise Alliance, Dragon Eagle King and Rank Advance.

7. Acquisition of 10% of the issued share capital of each of Dragon Lake and Wealth Club

On 28 February 2017, Dragon King BVI acquired 1,000 shares in Dragon Lake (representing
10% of the issued share capital of Dragon Lake) and 1,000 shares in Wealth Club (representing 10%
of the issued share capital of Wealth Club) from Mr. Wong WH in consideration of which Million
Edge transferred 100 shares in Dragon King BVI to Wealthy Time. Such transaction was completed

and the consideration was settled on 28 February 2017.

Upon the acquisition, each of Dragon Lake and Wealth Club became a wholly-owned subsidiary
of Dragon King BVL

8. Acquisition of 40% of the issued share capital of Prominent Voice

On 28 February 2017, Ms. Lee, as transferor, and Dragon King BVI, as transferee, entered into
an instrument of transfer and executed a bought and sold note whereby Ms. Lee transferred 1 share
in Prominent Voice (representing 10% of the issued share capital of Prominent Voice) to Dragon King
BVI at a consideration of HK$1.00. The transfer of the aforesaid shares was completed immediately

after the execution of the said documents.

On 28 February 2017, Dragon King BVI transferred the legal interest of one share in Prominent
Voice to Mr. Ngai and Ms. Lee transferred the legal interest of one and one share in Prominent Voice
to Mr. Man and Ms. Chan, respectively. On 28 February 2017, Mr. Man, Mr. Ngai and Ms. Chan (each
as a vendor) transferred the legal and beneficial interest in an aggregate of 3 shares in Prominent
Voice (representing 30% of the issued share capital of Prominent Voice) to Dragon King BVI in
consideration of which Million Edge transferred 80 shares in Dragon King BVI to each of Giant
Wealth, King Bright and Mr. Man. Such transaction was completed and the consideration was settled
on 28 February 2017.
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Upon the acquisitions, each of All Best Harvest and Prominent Voice became a direct

wholly-owned subsidiary of Dragon King BVIL.

9. Acquisition of Silver Everford

On 28 February 2017, Greater Year acquired the entire issued share capital in Silver Everford
at the consideration of HK$1.00, which was determined with reference to the unaudited net liabilities
position of Silver Everford of approximately HK$3,721,000 the relevant time. Upon the acquisition,
Silver Everford became a direct wholly-owned subsidiary of Greater Year and Dragon Seal Shanghai
became an indirect wholly-owned subsidiary of Dragon King BVI. Such transaction was completed

and the consideration was settled on 28 February 2017.

10. Acquisition of the entire issued share capital of All Best Harvest

On 7 April 2017, Ms. Lee, as transferor, and Dragon King BVI, as transferee, entered into an
instrument of transfer and executed a bought and sold note whereby Ms. Lee transferred one share
in All Best Harvest (representing 50% of the issued share capital of All Best Harvest) to Dragon King
BVI at a consideration of HK$1.00. The transfer of the aforesaid shares was completed immediately

after the execution of the said documents.

On 7 April 2017, Mr. Wong WC, as transferor, and Dragon King BVI, as transferee, entered into
an instrument of transfer and executed a bought and sold note whereby Mr. Wong WC transferred one
share in All Best Harvest (representing 50% of the issued share capital of All Best Harvest) to Dragon
King BVI at a consideration of HK$1.00. The transfer of the aforesaid shares was completed

immediately after the execution of the said documents.

11. Acquisition of Dragon King BVI

On 15 December 2017, our Company acquired the entire issued share capital in Dragon King
BVI from Mr. Wong WC, Million Edge, Good Vision, Wise Alliance, Dragon Eagle King, Rank
Advance, Wealthy Time, Giant Wealth, King Bright and Mr. Man (each as vendor and warrantor) in
consideration of which our Company allotted and issued 5,359, 2,200, 1,000, 700, 400, 100, 80, 80
and 80 Shares, credited as fully paid, to Million Edge, Good Vision, Wise Alliance, Dragon Eagle
King, Rank Advance, Wealthy Time, Giant Wealth, King Bright and Mr. Man, respectively.

After the aforesaid transactions, our Company became the holding company of our Group.
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12. Capitalisation Issue and Share Offer

Subject to (i) all the Shareholders passing the necessary shareholders resolutions; and (ii) the
Share Offer becoming unconditional and the share premium account of our Company having
sufficient balance, our Directors were authorised to capitalise the amount of HK$10,799,900 standing
to the credit of the share premium account of our Company by applying such sum in paying up a total
at par of 1,079,990,000 Shares for allotment and issue to the then Shareholders as at 15 December
2017 in proportion to their respective shareholdings in our Company.

Our Company will offer 36,000,000 Public Offer Shares under the Public Offer for subscription
by the public of Hong Kong and 324,000,000 Placing Shares under the Placing for subscription by
professional, institutional and other investors, representing a total of 25% of the enlarged issued share

capital of our Company upon Listing.
EXCLUDED BUSINESS
Dragon King Shanghai

Dragon King Shanghai is a WFOE established in the PRC with limited liability on 13 October 2009
and has a registered share capital of HK$8,000,000. Its principal business was to operate a Cantonese
restaurant under the brand “Dragon King (#££)” in Shanghai. Dragon King Shanghai is wholly-owned by
Flyway, an investment holding company which was wholly-owned by Mr. Wong WC prior to the disposal
on 19 December 2016. According to its management accounts, Dragon King Shanghai recorded net losses
of approximately RMB4,843,000 and RMB2,712,000 for the year ended 31 December 2015 and the eleven
months ended 30 November 2016, respectively. Dragon King Shanghai recorded net liabilities as at 31
December 2015 and 30 November 2016 of approximately RMB9,409,000 and approximately
RMB12,122,000, respectively.

On 19 December 2016, pursuant to a share transfer agreement, an Independent Third Party
acquired the entire issued share capital of Flyway from Mr. Wong WC at a consideration of HK$1.00,
which was determined at arm’s length and with reference to the then net liabilities position of Flyway
and Dragon King Shanghai. The said consideration was settled and the said share capital transfer was
completed on 19 December 2016.

Having considered that (i) the business of Dragon King Shanghai was disposed of by Mr. Wong
WC as mentioned above; and (ii) Dragon King Shanghai had its own operational management staff
independent of our Group in relation to their core business operations, Dragon King Shanghai is not
included in our Group.
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As confirmed by our PRC Legal Adviser, Dragon King Shanghai has been in compliance with
all the applicable laws and regulations in relation to its business operations in the PRC in any material
respect from 1 January 2015 up to 19 December 2016.

Our Directors confirmed that our Group would have been able to meet the minimum cash flow
requirement under Rule 11.12A(1) of the GEM Listing Rules if Dragon King Shanghai were included
in our Group.

LOCK-UP UNDERTAKINGS

Each of our Controlling Shareholders, namely Mr. Wong WC and Million Edge, has voluntarily
undertaken to our Company that, for an additional 12 months commencing on the date on which the
undertaking under Rule 13.16A(1)(b) of the GEM Listing Rules expires, he/it shall not, and shall
procure that the relevant registered holder(s) and his/its associates or companies controlled by him/it
or any nominee or trustee holding on trust for himself/itself shall not dispose of, nor enter into any
agreement to dispose of or otherwise create any options, rights, interests or encumbrances in respect
of, any of the Shares held by him/it, the relevant registered holder(s) and any of his/its associates or
companies controlled by him/it or any nominee or trustee holding on trust for himself/itself, if
immediately following such disposal or upon the exercise or enforcement of such options, rights,
interest or encumbrances, he/it would cease to be a Controlling Shareholder. Please refer to the
sections headed “Relationship with our Controlling Shareholders — Voluntary lock-up undertakings
by our Controlling Shareholders” and “Underwriting — Voluntary lock-up undertakings by our
Controlling Shareholders” in this prospectus for further details.
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THE CORPORATE STRUCTURE OF OUR GROUP

Set out below the corporate structure of our Group immediately before the Reorganisation:

Mr. Wong WC
100% 100%
Dragon King 1
Mr. Wong WH Ms. Lee BVI Silver
Everford
(BVI)
(HK)
10% 10% 30% 50%
100%
/
0% 1 1]o0% 1[0% 1  150% [100%  [100%  [100% [100% [100%  [100%  [100% 5
- ragon
Dragon Wealth Pr(i/m}nent All Best Best Dragon || Dragon Gold King Mass Able Seal
Lake Club (13112;: Harvest Merit | |King HK| | Seal HK Profit Harbour Effort Ascent Shanghai
(HK) (HK) (Note) (HK) (BVI) (HK) (HK) (HK) (HK) (HK) (HK) (PRC)
: Whampoa 'owre ! : Sl'gm Po 1 ' Shanghai :
Restaurant Restaurant ong Restaurant
‘ ‘ ‘ ‘ I Restaurant J ‘L J
: Slslf}:lur}g : | Kwun | : IcC |
u ! Tong ! Restaurant !
| Restaurant J | Restaurant ! ‘L J

Note:

Pursuant to (i) a declaration of trust dated 4 December 2015 entered into between Ms. Lee and Mr. Man; (ii) a declaration
of trust dated 4 December 2015 entered into between Dragon King BVI and Mr. Ngai; and (iii) a declaration of trust dated
4 December 2015 entered into between Ms. Lee and Ms. Chan, Prominent Voice was beneficially owned as to 60%, 10%,
10%, 10% and 10% by Mr. Wong WC (through Dragon King BVI), Ms. Lee, Mr. Man, Mr. Ngai and Ms. Chan, respectively,

immediately before the Reorganisation.
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HISTORY, DEVELOPMENT AND REORGANISATION

The following diagram sets out the corporate structure of our Group immediately after

completion of the Reorganisation but before completion of the Capitalisation Issue and the Share

Offer:
Tang Palace
Mr. Wee (China)
(Cayman Islands)
100% 100%
Centurion Tane Palace
Ms. Chan Mr. Ngai Mr. Wong WH Mr. Lee Treasure Mr. Wang (%VI) Mr. Wong WC
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(HK) (HK) (HK) BVI) (HK) (HK) (HK) (HK) (HK) (HK) (HK) (HK) (Macau) BVI)
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: Whampoa : : WTC : : SI?ZnPO : : Wan Chai : : Macau : Silver
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HISTORY, DEVELOPMENT AND REORGANISATION

The following diagram sets out the corporate structure of our Group immediately after
completion of the Capitalisation Issue and the Share Offer (without taking into account any Shares

to be issued upon exercise of any options which may be granted under the Share Option Scheme):

Tang Palace
Mr. Wee (China)
(Cayman Islands)
[100% [100%
Centurion Tane Palace
Ms. Chan Mr. Ngai Mr. Wong WH Mr. Lee Treasure Mr. Wang (%VI) Mr. Wong WC
(Samoa)
100% 100% 100% 100% 100% 100% 100% 100%
Mr. M Giant Wealth || King Bright || Wealthy Time || Wise Alliance || Dragon Eagle ||Rank Advance|| Good Vision || Million Edge Publi
EMAn | Seyehelles) || (Seychelles) || (Seychelles) || (Seychelles) || King (BVI) || (Seychelles) || (Seychelles) (BVI) ublic
’0.6% ‘0.6% ‘0.6% ‘0.75% ‘7.5% ‘5.25% 3% ‘ 16.5% ‘40.2% ‘25%
Our Company
(Cayman Islands)
[ 100%
Dragon King BVI
(BVI)
[100% [100% [100% [100% [100% [100% [100% [100% [100% [100% [100%  [100%  [100% 100%
D
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Lake Club Voice Merit ||King HK||Seal HK || Profit Harbour || Effort Ascent || Oriental || Harvest Macau Year
(HK) (HK) (HK) BVI) (HK) (HK) (HK) (HK) (HK) (HK) (HK) (HK) (Macau) (BVI)
1 | 1 | 1 100%
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OVERVIEW

We are a Cantonese full-service restaurant group operating Cantonese cuisine restaurants under
four brands. Our restaurants focus on providing quality food and services and comfortable dinning
environment to our customers. Over the years, we have not only expanded our restaurants throughout
Hong Kong and to Shanghai and Macau, but have also diversified our business and revenue sources
by developing multiple brands which feature different dining experiences and target customers. We
have obtained various awards and recognition, including being included in the “Michelin Guide Hong
Kong Macau” for our Kwun Tong Restaurant in 2016 and 2017 and we are a multiple award-winner
of the “Best of the Best Culinary Awards” (358 ZH KH) organised by the Hong Kong Tourism
Board.

Our Directors believe that brand recognition, together with quality food and services, are vital
to the success of our Group’s operations. Our restaurants operate under four self-owned brands,
namely “Dragon King (F£8£)”, “Dragon Seal (F£#I)”, “Imperial Seal (:£%£)” and “Dragon Feast (#E
%)”. As at the Latest Practicable Date, our Group operated nine Cantonese full-service restaurants
of which (i) five are under the brand of “Dragon King (HE£)”, one is under the brand of “Dragon
Seal (FEET)” and one is under the brand of “Dragon Feast (F£%)” in Hong Kong; (ii) one is under
the brand of “Imperial Seal ((2®L)” in Shanghai; and (iii) one is under the brand of “Dragon King
(FEE)” in Macau. All of our restaurants are strategically situated in prominent commercial areas,
residential areas or shopping complexes. We have plans to open more restaurants at prime locations
in Hong Kong with continuous and steady flow of potential customers and well-developed

transportation networks.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, our
Group’s revenue amounted to approximately HK$294,429,000, HK$393,705,000 and HK$234,678,000,
respectively. The following table sets out the breakdown of our revenue from our restaurant operations by

brands and by restaurants during the Track Record Period.
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For the year ended 31 December

For the seven months ended 31 July

2015 2016 2016 2017
% of total % of total % of total % of total
Brand/Restaurant Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(HK$’000) (%) (HK$°000) (%) (HK$’000) (%) (HK$°000) (%)

Dragon King (£ 2)
Kwun Tong Restaurant . . . 46,937 15.9 47,585 12.1 28,131 13.4 28,285 12.0
WTC Restaurant . . . . . . 51,866 17.6 51,078 13.0 28,992 13.9 28,341 12.1
San Po Kong Restaurant . . 46,943 16.0 46,618 11.8 26,684 12.7 25,971 11.1
Whampoa Restaurant . . . . 40,765 13.8 35,542 9.0 21,348 10.2 18,824 8.0
Wan Chai Restaurant

(Note 1) . . ....... — — 19,714 5.0 2,621 1.3 19,747 8.4
Macau Restaurant (Note 2) . — — 21,045 5.4 3,126 1.5 23,414 10.0
Sub-total . . . . ... ... 186,511 63.3 221,582 56.3 110,902 53.0 144,582 61.6
Dragon Seal (f£8)
ICC Restaurant . . . . . . . 45,544 15.5 45,354 11.5 24,695 11.8 29,317 12.5
Imperial Seal (5:8)
Shanghai Restaurant . . . . 60,174 20.4 54,786 13.9 31,318 15.0 25,721 11.0
Dragon Feast (%)
Sheung Shui Restaurant

(Note 3) ... ...... 2,200 0.8 71,983 18.3 42,249 20.2 35,058 14.9
Total . .. ......... 294,429 100.0 393,705 100.0 209,164 100.0 234,678 100.0

Notes:

(1)  Wan Chai Restaurant commenced business in July 2016.

(2)  Macau Restaurant commenced business in July 2016.

(3)  Sheung Shui Restaurant commenced business in December 2015.
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COMPETITIVE STRENGTHS

We believe that the following competitive strengths allow us to achieve sustainable growth of

our business:
Diversification of our customer base through our multi-brand business model

We believe our multi-brand business model allows us to capture different customers with
different spending power through the offering of a variety of Cantonese cuisines at varying prices
under different brands. As at the Latest Practicable Date, we operated restaurants under four brands
namely, “Dragon King (FE)”, “Dragon Seal (FEEZ)”, “Imperial Seal (22 )" and “Dragon Feast (¥
%)”. For details of our restaurants, please refer to the paragraph headed “Our restaurants” in this

section.

Our Directors believe that the diversity of brands and restaurants offered by our Group allows
us to adapt to the tastes and preferences of customers in different market segments and broaden our
customer base, thereby reducing reliance on any particular customer segment, increasing our market
share and providing support to our continual expansion in the future. In addition, our Directors
believe we have strong and well-recognised brands that could help us to increase our cost efficiency
by strengthening our bargaining power when dealing with our suppliers, landlords and other service

providers, and also strengthen the loyalty of our customers.
Our restaurants are strategically located

Our Directors believe that the locations of our restaurants are critical to our Group’s strategy of
targeting the diversified customer base and the promotion of our Group’s brands and reputation. Our
restaurants in Hong Kong are strategically located at prominent commercial areas, residential areas
or shopping complexes in Wan Chai, Causeway Bay, Tsim Sha Tsui, Whampoa, Kwun Tong, San Po
Kong and Sheung Shui according to their respective customer base. Our Macau Restaurant is located

within the Venetian and our Shanghai Restaurant is situated in Pudong New District of Shanghai.
We are creative in deciding our Cantonese cuisine

Our Directors believe that the ability of introducing new and creative dishes is crucial in
attracting customers to visit our restaurants. In order to cater for the evolving food trends, we update

our menu by developing new menu items and introduce seasonal and festive dishes at our restaurants

from time to time, and refine and improve our dishes in response to the changing taste of customers.
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To promote creative cooking ideas and culinary talent, we encourage our chefs to participate in
cooking competitions. In particular, we are proud to be multiple award-winners of the Best of the Best
Culinary Awards (35 & 2 # K H) organised by the Hong Kong Tourism Board. For example, our ICC
Restaurant won the Gold with Distinction Award for the category Signature Vegetables with the dish
“Stewed Winter Melon with Fungus (352 % Jt#4)” and we have been included in the Michelin Guide
Hong Kong Macau for the years 2016 and 2017. For details of our awards, please refer to the

paragraph headed “Awards and Certifications” in this section.

Our Directors believe that our Group’s ability to create new dishes helps to generate more
customer traffic, attract a broader customer base and thus enhance our operating results and

reputation.
Experienced chefs, senior management and well-trained employees

Our senior management consists of personnel with extensive experience and knowledge of the
full-service restaurant industry and management. Our Group was co-founded by Mr. Wong WC, our
executive Director and one of our Controlling Shareholders, and Mr. Wong WH, our executive
Director, in 2004. Mr. Wong WC is an accomplished restaurateur with over 38 years of experience
in hospitality and full-service restaurant industries in Hong Kong, the PRC, Singapore and Australia.
Mr. Wong WC has received multiple awards over the years, including “Hong Kong Top Ten Chefs (%
W T 1E2 B)”, “Australian Chinese Best Chef (2 #E &), “Top Ten Chefs China ([ 1K £ &f)”
and “Best Chef of Canton, Hong Kong and Macau ({5 & )”. He was also the honourable
chairman of the Chinese Transworld Gourmet Association (" %2 % 35 5 22 i 1%/ &) and the World
Master Chefs Association for Cantonese Cuisine (1% B 325 & 15 €r). Mr. Wong WH and Ms. Lee,
our executive Directors, have over 31 and 14 years of experience in the full-service restaurant

industry in Hong Kong, respectively.

Each of the other senior management members of our Group also has extensive management and
operational experience in their respective fields. For example, Mr. Leung Woon Hing, our Executive
Chef, and Mr. Ng Yick Kit, our Chief Operating Officer have extensive experience in operations and
management in restaurants. For biographical details of our Directors and senior management, please

refer to the section headed “Directors, Senior Management and Employees” in this prospectus.
Our senior management is supported by our well-trained employees to ensure smooth
implementation of our policies. We provide in-house trainings to our staff from time to time to ensure

that our employees are equipped with the most up-to-date and useful skills and industry knowledge.

We believe that the solid experience and expertise of our chefs, senior management,

complemented by our well-trained employees are crucial to our sustainable development.
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BUSINESS STRATEGIES

We have formulated the following business strategies to strengthen our position as a Cantonese
full-service restaurant group:

Expansion in Hong Kong with multi-brand strategy

We believe our multi-brand business model has contributed to our success and we intend to
continue to expand our restaurant network in Hong Kong. We intend to continue our multi-brand
business model with our existing brands. For the key distinctions among our four existing brands,
please refer to the paragraph headed “Our Restaurants” in this section. We currently expect to open
a new Cantonese full-service restaurant under the name of “Dragon King (#££)” in Kwai Chung in
the early-2018. Further, we plan to open a new restaurant under the name of “Dragon Feast (H#E%)”
in the Kwai Tsing District and a new restaurant under the name of “Dragon King (¥£%2)” in the
Eastern District in mid-2018 and mid-2019, respectively.

Our Group will closely monitor the performance of our restaurants and our self-owned brands
in the market to continuously adjust our brand portfolio and develop a balanced resource allocation
strategy to our various self-owned brands in order to maximise our Group’s return on our
investments.

Enhancement of existing restaurant facilities

In order to stay competitive in the market and to attract new and returning customer traffic, we
will also upgrade some of our existing restaurants through renovations. We currently plan to refurbish
some of our existing restaurant’s fitting out and utensils. We currently plan to refurbish the Whampoa
Restaurant, the Kwun Tong Restaurant and the San Po Kong Restaurant shortly upon Listing and the
Macau Restaurant, the WTC Restaurant and the Sheung Shui Restaurant in mid-2018. We currently
estimate the corresponding renovation cost would be HK$5,400,000, which will be funded by the net
proceeds from the Share Offer.

Further enhance our brand recognition

While we intend to increase our geographical presence throughout Hong Kong by opening
additional restaurants in Hong Kong, we will also keep up with our current strategies in promoting
our self-owned brands and restaurants and increasing customer traffic and restaurant visits in Hong
Kong, Macau and the PRC by increasing the annual advertising expenses. Such current strategies
include enhancing our promotions in conventional media channels and online platform. We also
intend to engage in more marketing campaigns and other marketing activities as well as participate
in more different cooking competitions.

OUR BUSINESS

We are a Cantonese full-service restaurant group operating Cantonese cuisine restaurants under
four brands.
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OUR RESTAURANTS

As at the Latest Practicable Date, our Group operated nine Cantonese full-service restaurants of
which (i) five are under the brand of “Dragon King (¥£)”, one is under the brand of “Dragon Seal
(FE®L)” and one is under the brand of “Dragon Feast (S£%)” in Hong Kong; (ii) one is under the
brand of “Imperial Seal ((2#f)” in Shanghai; and (iii) one is under the brand of “Dragon King (FE
£)” in Macau.

As at 31 December 2015 and 2016 and 31 July 2017, we were operating 7, 9 and 9 restaurants,
of which 1 and 2 restaurants were newly established during the years ended 31 December 2015 and
2016, respectively. Subsequent to 31 July 2017, we plan to open one new restaurant in Kwai Chung
in the early-2018.

All of our restaurants are strategically located in prominent commercial areas, residential areas
or shopping complexes in Hong Kong. Our restaurants in Hong Kong are located in Causeway Bay,
Wan Chai, Tsim Sha Tsui, Kwun Tong, San Po Kong, Whampoa and Sheung Shui. Our restaurant in
Macau is located at the Venetian and our restaurant in Shanghai is located at Pudong New District
of Shanghai. The following map illustrates the locations of our restaurants in Hong Kong, Macau and
Shanghai as at the Latest Practicable Date:

Note:
The locations of our restaurants shown in the map above are for reference only and may not be an indication of the exact location.

|8l ICC Restaurant Ll Kwun Tung Restaurant gl Sheung Shui Restaurant
pA WTC Restaurant Rl San Po Kong Restaurant Ll Macau Restaurant
£ Wan Chai Restaurant (¥ Whampoa Restaurant &P Shanghai Restaurant
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Dragon King Restaurants

Our restaurant under the brand of “Dragon King (#£%)” was first operated in 2004 in Yau Ma
Tei. Since then, our restaurants under the brand “Dragon King (#€%)” have expanded steadily to six
locations in Hong Kong and Macau as at the Latest Practicable Date. Our restaurants under the brand
name of “Dragon King (FE2)” target mid spending customers with a preference for quality
Cantonese cuisine at reasonable prices and are situated in prominent commercial areas, residential
areas or shopping complexes in Kwun Tong, Whampoa, Causeway Bay, San Po Kong, Wan Chai and
the Venetian, targeting commercial and residential tenants, and tourist to ensure a continuous and
steady flow of potential customers. Our restaurants under the brand of “Dragon King (FE%)” offer
a wide range of dishes to our customers, including Cantonese dim sum, Chinese barbecued food,
Chinese main dishes, and dried and fresh seafood dishes.

During the Track Record Period, the estimated average spending per customer in our restaurant
operating under the brand of “Dragon King (¥££)” in Hong Kong and Macau is HK$143 to HK$327
and HK$427 to HK$958 (approximately MOP440 to MOP987), respectively. V¢’

Note: This was converted from MOP to HK$ at the approximate exchange rate of HK$1 to MOP1.03 and HK$1 to MOP1.03,
which was the average exchange rate for the year of 2016 and the period of 2017, respectively. The translation was
provided for reference only.
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The following images show the interior of some of our “Dragon King (¥££)” restaurants.

WTC Restaurant

vl 1l
sl 1
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The following images show some of the signature dishes of our “Dragon King (FE&)”

restaurants.

Steamed Crystal Dumplings with Mixed Mushrooms & Black Truffle Chilled Mango Cream with Grapefruit and Sago
(KB E) (A H )

Poached Steamed & Crispy Rice with Lobster Meat in Superior Soup ~ Braised Fresh Australian Abalone with Sea Cucumber in Oyster Sauce

(HESBPY L AR (B2 MM EHES)
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Dragon Seal Restaurant

The ICC Restaurant is a full-service restaurant opened by our Group in January 2011 and is also
our first restaurant operating under the brand of “Dragon Seal (S£%£)”. Situated at “Sky Dining 101"
of the International Commerce Centre in Tsim Sha Tsui, the ICC Restaurant features breathtaking
view of the Victoria Harbour as well as an elegant and comfortable dining environment and targets
high spending power customers. Comparing to our restaurants under the brand of “Dragon King (¥
£)”, more featured or valuable food ingredients, such as gold foil and fresh truffle, are used in the
dishes offered by our restaurant under the brand of “Dragon Seal (FE#Z)”. In addition, the dishes are
more often nicely presented and served to each of the diners individually. During the Track Record
Period, the estimated average spending per customer in restaurant operating under the brand of
“Dragon Seal (FE®Z)” is between HK$853 and HK$1,118.

The following images show the interior of our ICC Restaurant.

: P G A

e T ML
Stewed Winter Melon with Fungus Pan-fried Lobster Steak with Morel Truffle and Mantis Shrimp Salad
EERIOLH) (CERE R AEEN) (AT HIR
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Imperial Seal Restaurant

The Shanghai Restaurant is a full-service restaurant opened by our Group in January 2013 and
is also our first restaurant operating under the brand of “Imperial Seal (:#I)”. Situated in Pudong
New District in Shanghai, the Shanghai Restaurant features Huangpu River view and targets mid to
high spending customers. The Shanghai Restaurant includes 16 nicely decorated private rooms, which
could accommodate groups of visitors ranging from 10 to 12 people. Our restaurant under the brand
of “Imperial Seal ()" offers wide range of Cantonese dishes to our customers, including
Cantonese dim sum, Chinese barbecued food, Chinese main dishes, and dried and fresh seafood
dishes. In addition, it also offers wide range of local cold dishes, which are catered for the taste of
our Shanghai customers. During the Track Record Period, the average spending per customer in
Shanghai Restaurant operating under the brand of “Imperial Seal (2£E)” is between HK$452 and
HK$472 (approximately RMB366 and RMB421). Vo)

The following images show the interior of our Shanghai Restaurant.

Note: These were converted from RMB to HKS$ at the approximate exchange rates of RMBO0.81 to HK$1, RMB0.855 to
HK$1 and RMB0.893 to HK$1, which were the average exchange rates for the years of 2015 and 2016 and the period
of 2017, respectively. These translations were provided for reference only.
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Dragon Feast Restaurant

The Sheung Shui Restaurant is a full-service restaurant opened by our Group in December 2015
and is also our first restaurant operating under the brand of “Dragon Feast (§£%)”. The Sheung Shui
Restaurant targets low spending customers with a preference for quality Cantonese cuisine at
affordable prices. Comparing to our restaurants under the brand of “Dragon King (FE£)”, our
restaurant under the brand of “Dragon Feast (FEEL)” offers more economical dishes, with less
expensive food ingredients used. During the Track Record Period, the average spending per customer
in Sheung Shui Restaurant operating under the brand of “Dragon Feast (F£%-)” is between HK$73 and
HK$80.

The following images show the interior of our Sheung Shui Restaurant.
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Capital investment, renovation and refurbishment of our restaurants

In view of our Group’s business nature, significant capital expenditures are considered to be
required for the renovation and installation of new equipment and facilities at the time our new
restaurants are opened. For our existing restaurants, the initial capital expenditures were generally
funded by internal resources and bank loans obtained by our Group. In addition, we would also
renovate and refurbish our restaurants from time to time in order for our restaurants to stay
competitive when our management consider necessary. Generally, our Group does not have a specific
renovation and refurbishment cycle. According to our past experience, the initial installation could
remain in good condition for longer than the respective rental term of our restaurants. As such,
large-scaled renovation and installation are generally not required upon the expiry of our leasing
agreements, and only minor renovation and refurbishment of our existing restaurants, which cost
much less than the initial capital expenditures, is required. During the Track Record Period, our
Group incurred expenses on renovation and refurbishment of our existing restaurants of
approximately HK$4,258,000, HK$1,667,000 and HK$3,139,000, respectively. Our Directors intend
to incur approximately HK$5,350,000 for the years ending 31 December 2018, in relation to

renovation and refurbishment of our existing restaurants.

Our Directors consider that the successful renewal of lease agreements of our restaurants would
allow us to considerably reduce the depreciation expenses for those restaurants, and hence improve

our Group’s profitability as a whole.

Operating breakeven period and investment payback period of our restaurants

According to the past experience of our Group and future expectation, our Directors consider
that we would normally achieve operating breakeven period of approximately three to six months for
our new restaurants, in terms of profit before interest, taxation, depreciation and amortisation
(“EBITDA”). Based on past experience and current estimations of our Group, our Directors also
expect that it would normally take approximately two years for our new restaurants to reach
investment payback points, which our Directors consider being the time when the accumulated net
cash flows generated from operating activities of a restaurant exceeds its costs of opening and

ongoing capital expenditures.
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The following sets out the approximate historical breakeven period and investment payback

period of our Group’s restaurants, based on the unaudited management accounts or statutory financial

statements of the relevant operating subsidiaries:

Brand/Restaurant

Historical operating

breakeven period (Note 1)

Investment

payback period (Note 2)

Dragon King (f££)

Kwun Tong Restaurant . ...............

WTC Restaurant . . .

San Po Kong Restaurant . ..............

Whampoa Restaurant
Wan Chai Restaurant
Macau Restaurant . .
Dragon Seal (#E8I)

ICC Restaurant . . . .
Imperial Seal (&)
Shanghai Restaurant

Dragon Feast (#E%)

Sheung Shui Restaurant. ...............

Notes:

Within 1 year (Note 3)
Within 1 year (Note 3)
2 months

1 month

7 months

1 month

4 months

12 months

2 months

2.0 years

2.2 years

3.1 years

4.1 years (Note 4)
N/A (Note 5)

N/A (Note 5)

2.2 years

9.4 years (Note 4)

2.1 years (Note 4)

Operating breakeven period is the period required for a restaurant to record a positive monthly EBITDA for the first
time following the month of commencement of business of the restaurant.

Investment payback period is the estimated period required for the investment cost of a restaurant to be fully covered
by its accumulated net cash flows from operating activities since the commencement of business of the restaurant.

Kwun Tong Restaurant and WTC Restaurant commenced operation since 2007 and 2008, respectively. Operating
breakeven period of Kwun Tong Restaurant and WTC Restaurant were calculated based on their respective statutory
financial statements.

Shanghai Restaurant, Whampoa Restaurant and Sheung Shui Restaurant commenced operation in January 2013, June
2014 and December 2015, respectively, and have yet to achieve their respective investment payback period. The
figures represent the expected investment payback period of the restaurants.

Our Directors are of the view that Wan Chai Restaurant and Macau Restaurant share the initial investment cost. Both
restaurants commenced operation in July 2016 and have yet to achieve their respective investment payback period. Our
Directors expected that they would be able to achieve an investment payback period of approximately 3.0 years as a
whole.
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Our expansion plans for opening new restaurants

As at the Latest Practicable Date, our Group has entered into the tenancy agreement with the
landlord, and we currently expect to open a new Cantonese full-service restaurant under the name of
“Dragon King (F#£%)” in Kwai Chung in the early-2018. Further, we plan to open a new Cantonese
full-service restaurant under the name of “Dragon Feast (FE)” in the Kwai Tsing District and a new
Cantonese full-service restaurant under the name of “Dragon King (F#£2)” in the Eastern District in
mid-2018 and mid-2019, respectively. A breakdown of our expected capital expenditure required for

the three new restaurants for the period indicated is set forth below:

Restaurant location For the year ending
2018 2019
(HK$°000) (HK$’000)

Dragon King (f££)
Kwai Chung. . ........ ... i 12,200 —
Eastern District .. ... ... ... ... ... — 13,000
Dragon Feast (#E%)
Kwai Tsing District . .. ... ... 15,000 2,500

27,200 15,500

The total planned capital expenditure for our Group’s network expansion in Hong Kong is
expected to be approximately HK$27,200,000 and HK$15,500,000 for the years ending 31 December
2018 and 2019, respectively, which will be funded partially by the net proceeds of the Share Offer
and the remaining by internal resources generated from operating activities of our Group. As at the
Latest Practicable Date, our Group paid an aggregate of approximately HK$947,000 as rental deposit

for its tentative restaurant premises for the restaurant to be opened in Kwai Chung.

According to the estimated investment of our expansion plan, we expect our investment in the
new restaurants will have an operating breakeven period of approximately three to six months, and
a payback period of approximately two to three years, based on our Directors’ understanding on the
expected expansion of our restaurant networks, the expected customer flows and the estimated

operating cost of the new restaurants.
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Having considered that (i) despite the staff costs and rental expenses having been continuously
rising in the past few years, our restaurants can still generally generate operating profits; (ii) the
estimated payback period is approximately two to three years, which is reasonable and will be shorter
than the lease terms of the lease agreements expected to be signed; (iii) based on our past experiences,
our Directors are of the view that our Group would normally be able to renew the lease agreements
upon the expiry of their respective first lease term, and therefore only minimum renovation and
refurbishment is required to continue our operations, which could further improve the profitability of
our restaurants after the high start up cost is recovered; (iv) our Group can enjoy economies of scale
upon our restaurant networks expansion and a considerable fixed portion of our costs, mainly the
expenses incurred by our central offices, product development, marketing activities, central
procurement team, warehouse operations and management team, could be shared amongst our
enlarged restaurant operations, and that the net profitability of our Group could be further improved
as a whole; (v) expanding our restaurant networks could further enhance our brand awareness and
image and landlords, such as large property developers and shopping mall operators, may provide
better terms to attract us to operate our restaurants at their premises; (vi) increase in our operation
size and market share could further strengthen our bargaining power over our suppliers and better
terms from creditors may also be obtained; and (vii) the Cantonese full-service restaurant industry in
Hong Kong is expected to have stable growth in the near future driven by the expected increase in
average annual household disposal income and the increasing popularity of Cantonese full-service
restaurant in Hong Kong as stated in the Ipsos Report, therefore our Directors believe that there is

sufficient demand and rationale to justify our expansion plans of opening new restaurants.

Pricing Policy

In deciding the price of each menu item, our Group takes into account factors such as costs of
raw materials and food ingredients, seasonal factors, target operating profit margins, general market
trends, purchasing power of our target customers and prices set by competitors. Our head chefs and
management periodically review and change items on the menu. Our Directors believe that even in
times of cost pressures, our Group will be capable of adjusting the ingredients used, with a view to
maintaining the taste, portion size and quality of food. Our Directors believe that the pricing policy
we adopted helps to create an attractive price-value proposition typically favoured by customers. Our
Group allows for limited price adjustments in the menu items in response to special menus or

promotion events launched by each restaurant.
Settlement and Cash Management
The majority of our customers settle their bills by cash or credit cards. We also receive

non-refundable earnest money for reservation for large-group bookings or special occasions such as

weddings or birthday parties.
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The table below illustrates the breakdown of the revenue by types of settlement during the Track
Record Period:

For the seven months

For the year ended 31 December ended 31 July
2015 2016 2017
% of total % of total % of total
HK$’000 revenue HK$’000 revenue HK$’000 revenue

Credit card . ......... 248,870 84.5 281,973 71.6 163,304 69.6
Cash .............. 37,527 12.8 85,297 21.7 47,056 20.0
Others ............. 8,032 2.7 26,435 6.7 24318 10.4
Total .............. 294,429 100.0 393,705 100.0 234,678 100.0

Note: Others include cheques, bank transfers, prepaid coupons and cash vouchers.

Credit cards

For payment by customers using credit cards, we normally receive remittance from the credit
card issuers, net of service fees of between 1.3% and 3.0%, depending on the credit card issuers,
within around seven business days after the credit card transaction is approved. For the years ended
31 December 2015 and 2016 and the seven months ended 31 July 2017, settlement by credit cards
represented approximately 84.5%, 71.6% and 69.6% of our total revenue, respectively. To ensure that
no stolen credit cards are used in the payment, we train our staff to take precautionary measures, such
as ensuring that the signature of the signing party matches with the signature at the back of the credit

card.

Cash

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017,
settlement by cash represented approximately 12.8%, 21.7% and 20.0% of our total revenue,
respectively. We have adopted measures to prevent misappropriation of cash, such as segregation of
duties between the front-line service staff and cashier across all of our restaurants. We also conduct
reconciliations of sales recorded by summaries generated from our POS system with the actual cash
receipts and cash deposits in banks of each restaurant on a daily basis. We keep spare cash for the
purpose of sporadic procurement of supplies, cash received at a restaurant pending delivery to our
banks and service tips in separate safes located in each restaurant. We have engaged an independent
security services company to collect and deposit cash that we received from the daily operations of
each restaurant to banks regularly. During the Track Record Period, there was no incident of any

material cash misappropriation or theft of cash by our employees, customers or other third parties.
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Others

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017,
other forms of settlement (which includes cheques, bank transfers, prepaid coupons and cash
vouchers) represented approximately 2.7%, 6.7% and 10.4% of our total revenue, respectively. For
patrons of our Group’s dining services for banquets or celebratory events, customers can settle bills
by cashier orders as an alternative payment option. We occasionally receive cash vouchers issued by
the shopping malls where our restaurants are located from our customers and receive payment of the

value of the cash vouchers received after we present the cash vouchers to the relevant shopping mall.

We have adopted internal control policies and measures to prevent occurrence of fraud, theft,
bribery, corruption and other misconduct, including for instance, illegitimate rebates from suppliers.
For example, our anti-fraud policy provides that staff is strictly prohibited from receiving gifts
without approval of the management. In the event that employees are skeptical on any inappropriate
instances, they are encouraged to report to the senior management of our Group for further

investigation.

Marketing

Our Group’s marketing team has 8 staff members as at the Latest Practicable Date, who are
headed by our head of marketing. Our marketing team is responsible for formulating and
implementing our Group’s marketing strategies to promote our business, image, brand and reputation.
Our marketing team is also responsible for managing our Group’s website, monitoring food
discussion forums, food blogs and food websites in order to capture the ratings, recommendations and
criticisms posted by diners or food critics. Any negative reviews posted by food critics are brought
to the attention of our Directors and senior management for internal discussion to decide what actions

may be taken to improve our food and/or services.

During the Track Record Period, we carried out the following marketing activities including,

among others:

— Dining promotions;

—  “Dragon King Club” membership programme; and

—  Other marketing activities such as participation in cooking competitions.
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Dining promotions

Our Group regularly updates the main menus of our restaurants to introduce new dishes. We also
makes variations to our dishes and food prices with the change of seasons and trends, conforming to
modern diet. Our Group posts eye-catching posters promoting popular dishes in our restaurants. Our
Group also places advertisement signs within the shopping complexes and commercial buildings
where we operate our restaurants. Promotional pamphlets are distributed in our Group’s restaurants

to promote new, seasonal or discounted dishes.
“Dragon King Club” membership programme

We have launched a membership programme which is designed to reward our customers for
dining frequently at our restaurants in Hong Kong. Customers using our membership cards at any of
our restaurants in Hong Kong will generally receive 10% discount on regular-priced food items. We
also give out cash coupons and birthday coupons to our members and regularly promote our new

menu through our membership programme.

The marketing activities are reviewed from time to time by our Directors and senior
management to ensure their effectiveness. For the years ended 31 December 2015 and 2016 and the
seven months ended 31 July 2017, our Group’s expenses on advertising and promotion amounted to
approximately HK$1,975,000, HK$2,668,000 and HK$1,991,000, representing approximately 0.7%,

0.7% and 0.8% of our total revenue, respectively.
Other marketing activities

Our Group also takes marketing initiatives to promote our brands by participating in cooking
competitions. We encourage our chefs to participate in cooking competitions so as to further develop
their cooking skills and draw public attention as a marketing strategy. We are proud to be multiple
award-winners of the “Best of the Best Culinary Awards (38 2 5 KH)” organised by the Hong
Kong Tourism Board. For details of our awards, please refer to the paragraph headed “Awards and

certifications” in this section.
CUSTOMERS

Due to the nature of our Group’s business, the majority of our customers consist of walk-in
customers from the general public. As such, our Directors consider that it is not practicable to identify
the five largest customers of our Group for the Track Record Period. Our Group did not rely on any

single customer during the Track Record Period.
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RAW MATERIALS AND SUPPLIERS

Procurement of raw materials

The major raw materials that we use in our restaurants are food ingredients, including but not
limited to, vegetables and other agricultural produce, seafood, dried foods, meats, seasoning and
beverages, originating from various countries, such as China, Hong Kong, Japan, Malaysia, Australia
and the United States of America.

Generally, our restaurants may only procure food ingredients and beverages from our
pre-approved suppliers where our senior management has negotiated the general terms. Our central
procurement department will generally procure items which require processing or marinating and
have longer shelf life, such as dried foods, frozen meat, expensive alcoholic beverage, sauces and
food seasoning. While our restaurants will procure fresh food ingredients such as fresh vegetables,
fresh seafood, and beverages from pre-approved suppliers. Generally, each restaurant’s head chef or
restaurant manager is responsible for placing orders and will procure food ingredients and beverages
from our suppliers the day before delivery. All of our supplier invoices are settled centrally by our
finance department. We believe this arrangement will maximise the quality of the food ingredients
as we give flexibility to our restaurants in procuring fresh and perishable ingredients according to

their individual needs while ensuring the consistent food quality among our restaurants.

When supplies are delivered, our restaurant managers and kitchen staff will check the quantity,
integrity of the package, conditions of frozen goods and fresh produce, appearance and smell of the
ingredients, and the expiry date of the items delivered before the same will be accepted. If there is
any discrepancy in quality, the delivery will not be accepted. We will inform our suppliers of the issue
and will request them to redeliver within a time frame. Generally, suppliers will arrange for a
re-delivery of the goods. If the relevant supplier fails to do so, we will deduct from our payables to
them any costs we incurred as a result of procuring similar items from another supplier to avoid

potential disruption to our restaurant operations.

Generally, most of the items procured by our central procurement department, including
valuable dried seafood, frozen meat and expensive alcoholic beverage, will be stored at our
warehouse and only be delivered to our restaurants when certain inventory in our restaurants is

insufficient to meet the demands, as notified by each restaurant’s head chef or restaurant manager.

We do not rely on any single supplier for any raw materials, food ingredients, beverages, kitchen

and restaurant equipment during the Track Record Period.
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Pursuant to the Brazil meat scandal in March 2017, it was found that several Brazil
meat-packing plants had been selling rotten and substandard chilled and frozen meat products. The
relevant safety authorities in Hong Kong has recalled all meat products imported from implicated 21
Brazil companies. During the first quarter of 2017, our Group does not rely heavily on Brazilian
frozen meat products, which amounted to only approximately 5.0% and approximately 0.8% of our
Group’s meat purchase and total purchase, respectively. Our Directors confirm that there was no
recall of frozen meat products, supplied to our Group by the relevant authorities in Hong Kong. To
reduce the chance of possible procurement of problematic Brazilian meat products and ensure the
quality of frozen meat procured by our Group, we have reviewed our suppliers list and ensure that
we procure frozen meat products only from our authorised suppliers, which are requested to provide
us with the relevant export certificates to demonstrate the frozen meat supplied to our Group are not
sourced from the implicated meat plants whose meat products are recalled by the relevant authorities
in Hong Kong. In addition, we have identified suitable alternative frozen meat products from several
regions, such as U.S. and China, with affordable price as contingencies in case products from other
Brazilian meat plants are found to be problematic. In view of the above, our Directors consider that
the Brazil meat scandal does not impose any material impacts on our business operations and

financial performance.

Purchase cost control

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, our
cost of food and beverages accounted for 31.4%, 32.3% and 31.1% of our revenue, respectively. We
have not experienced any major price fluctuations that had a material adverse impact on our cost of
food and beverages during the Track Record Period. For non-perishable or food ingredients with a
longer shelf life, we may purchase in bulk to benefit from bulk discount and ensure stability in
supply. These bulk purchases must be approved by our chief executive officer in advance. We also
adopted other measures to mitigate against potential adverse impact of increases in prices of food
ingredients such as screening for additional suppliers who could provide food ingredients of similar
quality but at a lower price as well as adjusting our menu prices from time to time to take into account

the increase of cost of food and beverages.

Suppliers

We believe that consistency in the supply and quality of our food ingredients are important to
our ability in providing quality menu items in our restaurants. In order to ensure the consistency and
stability in the supply of quality food ingredients, we maintain a suppliers list that is pre-approved
by our management that our restaurants may procure the supplies from. There are over 100 different
pre-approved suppliers of food ingredient and beverages. These pre-approved suppliers have gone

through our supplier’s selection process and have been approved by our executive Directors.
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Our Group’s business strategy is to serve delicious, safe, fresh and quality food to our
customers, which is reflected in the quality of food ingredients our Group uses and in the food
preparation processes. Food ingredient suppliers are selected carefully based on a set of selection
criteria, which includes type and quality of ingredients, cost, reputation, service, flexibility, delivery
efficiency and past performance. The procurement department maintains a list of approved food
ingredient suppliers. Potential suppliers are assessed and approved by the head chefs and the
purchasing supervisor of the procurement department based on their backgrounds and business
operations. In order to secure continuous supply of food ingredients with consistent quality and to
locate the source of supply promptly, there are at least two suppliers for a particular ingredient. For
the supply of ancillary equipment and utensils, our Group also maintains a list of approved suppliers

and approvals are obtained from experienced chefs and branch managers before making the purchase.

Our Group has not entered into any long-term contract with our existing suppliers, which we
consider to be consistent with the industry practice. As the number of suppliers is abundant, such
arrangement helps us to maintain flexibility in operations and pricing. During the Track Record
Period, we have established and maintained stable relationships with a number of our Group’s
top-five food ingredient suppliers which have been supplying food ingredients to the Group for over
four years on average. During the Track Record Period, none of our Group’s top five suppliers ceased
or indicated that it would cease their supplies to our Group, and our Group did not experience any
material delay or interruption in securing the supply of food ingredients from our top five suppliers.
In view of this, we believe that our Group will not experience any difficulty in securing the supply

of food ingredients from our major suppliers.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, the
total purchases from our Group’s five largest suppliers in aggregate accounted for approximately
29.5%, 25.5% and 29.3%, respectively, and its largest supplier accounted for approximately 8.7%,
7.9% and 8.6%, respectively, of our Group’s total purchases. On average, the five largest suppliers

for the year ended 31 December 2016 have approximately 3 years of business relationship with us.
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The table below sets out the background information of the top five suppliers and their

respective percentages of purchases of our Group during the Track Record Period:

For the year ended 31 December 2015

Type of Approximate Typical Percentage
products years of credit term of our
purchased relationship offered Group’s
Name of Principal by our with our by our Payment Total total
Rank supplier business Location Group Group suppliers method Purchases  purchase
HK$’000 %
1 Supplier A Wholesaler of ~ Hong Kong Seafood 3 years 45 days Bank transfer/ 8,031 8.7
seafood Trade facilities
2 Supplier B Wholesaler of ~ Shanghai Seafood 3 years 30 days Bank transfer 5,801 6.3
seafood
3 Supplier C Wholesaler of ~ Shanghai Meat and 3 years 45 days Bank transfer 5,131 5.5
meat and non-staple
non-staple food
food
4 Supplier D Wholesaler of ~ Hong Kong Seafood 5 years 45 days Bank transfer/ 4,283 4.6
seafood Trade facilities
5 Supplier E Wholesaler of ~ Hong Kong Dried seafood 10 years 90 days Bank transfer/ 4,039 44
dried seafood Trade facilities
27,345 295
I
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For the year ended 31 December 2016

Type of Approximate Typical Percentage
products years of credit term of our
purchased relationship offered Group’s
Name of Principal by our with our by our Payment Total total
Rank supplier business Location Group Group suppliers method Purchases  purchase
HK$’000 %
1 Supplier A Wholesaler of ~ Hong Kong Seafood 3 years 45 days Bank transfer/ 10,155 79
seafood Trade facilities
2 Supplier F Wholesaler of ~ Hong Kong Poultry 1 year 60 days Bank transfer/ 6,552 5.1
poultry Trade facilities
3 Supplier G Wholesaler of ~ Hong Kong Seafood 3 years 90 days Bank transfer/ 5,528 43
seafood Trade facilities
4 Supplier H Wholesaler of ~ Hong Kong Meat 7 years 30 days Bank transfer/ 5,355 42
meat Trade facilities
5 Supplier C Wholesaler of ~ Shanghai Meat and 3 years 45 days Bank transfer 5,115 4.0
meat and non-staple
non-staple food
food
32,705 255
I
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For the seven months ended 31 July 2017

Rank supplier

1 Supplier A

2 Supplier I

3 Supplier F

4 Supplier K

5 Supplier E

Type of Approximate Typical Percentage
products years of credit term of our
purchased relationship offered Group’s
Name of Principal by our with our by our Payment Total total
business Location Group Group suppliers method Purchases  purchase
HK$’000 %
Wholesaler of ~ Hong Kong Seafood 3 years 45 days Bank transfer/Trade 6,138 8.6
seafood facilities
Wholesaler of ~ Hong Kong Vegetables 1 year 120 days Bank transfer 4,106 58
vegetables
Wholesaler of ~ Hong Kong Poultry 1 year 60 days Bank transfer/Trade 3,979 5.6
poultry facilities
Wholesaler of ~ Macau Liquor 1 year 30 days Cheque 3,309 47
liquor
Wholesaler of ~ Hong Kong Dried seafood 10 years 90 days Bank transfer/Trade 3,250 4.6
dried seafood facilities
20,782 29.3
I

As at the Latest Practicable Date, none of our Directors, their respective close associates or any

Shareholders who, to the knowledge of our Directors, owned more than 5% of our Company’s issued

share capital as at the Latest Practicable Date, has any interest in any of our top five suppliers during
the Track Record Period.

Credit and payment terms

During the Track Record Period, most of our purchases from our suppliers were denominated

and settled by cheque or bank transfer in Hong Kong dollars, Renminbi or MOP. Our suppliers

generally offer us a credit term of 30 to 120 days.
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OPERATION PROCESS

Set out below is our standard operation process workflow:

Procurement of food
ingredients

Delivery of ingredients
to our restaurants

Storage of ingredients

Preparation of
food ingredients

Processing and cooking

Served to customers

Different types of food ingredients require
different technical specifications. Our head
chefs monitor the level of supplies regularly
and decide the quantities and types of food
ingredients to be purchased from
our suppliers.

Upon delivery of food ingredients, our
designated kitchen staffs inspect the food
ingredients and record them by weight,
types and quantity. Before we acknowledge
receipt of the food ingredients,
we check the delivery notes against the
invoices.

For non-perishable food ingredients, ancillary
cooking equipment and utensils are kept in
the restaurant’s storage areas; high value dried
foods are placed in locked shelves; wines are
stored in wine cabinets and live fish whereas
seafood are kept in fish tanks.

Our head chefs, with the assistance of chefs
and assistants prepare all food ingredients in
ways required in cooking the dishes ordered
by customers, including cleaning, picking,
chopping, grinding, slicing, portioning and
sauce making.

Our head chefs and chefs are responsible for
the food ingredients processing, seasoning
and cooking in order to make the dishes
ordered by our customers. Each dish requires
the experience of our head chefs and chefs to
perform different cooking technique,
seasoning and processing methods, including
steaming, frying, deep-frying, braising,
sautéing, simmering and boiling. Our chefs
monitor the cooking time of the dishes
based on their experience.

Our waiting staff is responsible to ensure
dishes are served orderly, accurately and
timely to the respective tables of customers.
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Placement of purchase orders

The Group adopts the following order placement policies in relation to the food ingredients and

supplies:

Food ingredients

Our restaurants generally divide food preparation into three sections: the main dishes section,
dim sum section and Chinese barbecued food section. A head chef is assigned to each section to
ensure the food quality are consistently maintained. The head chef of the main dishes section oversees
other chefs in the remaining sections. It is the duty of each head chef to monitor the level of supplies
regularly and decide on the types and quantities of food ingredients to be purchased. For perishable
food ingredients such as vegetables and other agricultural produce, the head chef of each section

places orders to our pre-approved suppliers directly.

Our kitchen staff of each restaurant is required to check, inspect and weigh the incoming food
ingredients. Before acknowledging receipt of the food ingredients, the designated kitchen staff
checks the particulars of the delivery notes against the invoice and then the delivery notes and
invoices will be delivered to the accounts department for checking and recording. All purchases of

food ingredients of our restaurants are supported by invoices provided by suppliers.

Compared to orders place on food ingredients in general, our Group adopts a more stringent
order placement policy for the ordering of high value food ingredients, such as dried abalones, shark
fins and sea cucumbers. High value dried foods are kept in a locked shelf in the restaurants’ storage
facilities and the temperature of the storage facilities is carefully monitored to ensure the dried foods

are kept under suitable conditions.

The head chef of main dishes section is responsible for the preparation of high value dried food.
The head chef first confirms the amount of food ingredients needed, and makes procurement
applications to the procurement department. Upon approval by the chief executive officer or his
designated senior staff, the head chef notifies the procurement team to place order with the suppliers.

Invoices are then delivered to the accounts department.
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Beverage, ancillary equipment and utensils

The manager of each restaurant is responsible for monitoring the stock of beverage, ancillary
equipment and utensils. The manager notifies the procurement department to check the price and
minimum order quantity with our Group’s pre-approved suppliers. For any item exceeding HK$1,000,
orders can only generally be made after obtaining approval from the respective restaurant manager.
The procurement team is responsible for placing orders and goods. Upon delivery of goods by the
suppliers to the respective restaurants, the manager of each restaurant acknowledges receipt of goods

and invoices are sent to the accounts department for settlement.

Storage and preservation

All head chefs are responsible for the proper processing and storage of food ingredients. For
perishable food ingredients, each head chef is responsible to control the quantity of order in order to
ensure the freshness of the food ingredients. Non-perishable food ingredients and other ancillary
equipment and utensils are kept in the restaurant’s storage facilities. High value dried foods are kept
in a locked shelf in the restaurant’s storage facilities. Wines are kept in wine cabinets and fish and

seafood are kept in fish tanks.

Food preparation

Each restaurant of our Group conducts food preparation functions in its own kitchen to ensure
all dishes are freshly prepared. Food preparation is divided into different sections based on food
types, namely the main dishes section, dim sum section and Chinese barbecued food section. Each
section is headed by a head chef and the section head chefs coordinate their team of chefs and
assistants of each section. These chefs and assistants are responsible for various food preparation
processes, including chopping, portioning, pan-frying, seasoning, steaming and sauce making. The
head chef of the main dishes section of each restaurant is responsible for the overall operation of the
kitchen. The head chef of the main dishes section leads the food preparation division of each

restaurant.
In order to ensure consistency on the level of food quality of all restaurants of our Group, Mr.

Leung Woon Hing, our executive chef, is appointed for the overall management of food preparation

functions of all restaurants in Hong Kong, Shanghai and Macau.
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INVENTORY MANAGEMENT

During the Track Record Period, our inventory mainly comprised frozen meat products, dried
ingredients and other consumables. We generally did not have any inventory of fresh food ingredients
as we use all fresh food ingredients within the same day of the day of supply. During the Track
Record Period, our inventory turnover days are much lower than the shelf life of our frozen meat
products and dry ingredients, which we believe helps ensure the quality and freshness of our dishes,

and minimises our level of inventory.

At the end of each month, we provide a list of inventory and stock to our warehouse for our chief
executive officer to review and to consider whether bulk purchases are needed if certain inventory

is insufficient to meet the demands for the following month.

PRODUCT DEVELOPMENT

We update our menu by developing new menu items and introduce seasonal and festive dishes
at our restaurants from time to time to cater for the evolving food trends. We also refine and improve
our dishes in response to the changing taste of customers, and the changing costs of food and

beverages.

In order to continuously develop new dishes, we have established a product development

procedure, which primarily consists of the following key steps:

. Chefs’ proposal. Our product development process commences with our chefs’ proposal

based on the seasonality of produce and food trends.

. Trial launch. We conduct a trial launch to gather opinions from our executive Directors
and executive chef. We will adjust ingredients or cooking method for the proposed dishes
based on the prices and availability of food ingredients as well as opinions provided by our

executive Directors and executive chef.
. Approval at monthly meeting. Our executive chef will prepare the recipe for the proposed
new dish based on the opinions gathered at the trial launch and the proposal will be

reviewed and approved at the monthly meeting by our chief executive officer.

. Preparation of monthly menu. Upon receiving the chief executive officer’s approval, we

will introduce the new dishes to our monthly menu.
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QUALITY CONTROL

We believe that our food and services quality is vital to our Group’s success and we maintain
strict quality control system and adopt high hygiene standards throughout the entire food production
process, starting from procurement of food ingredients to food delivery to our customers, and all our
staff members are required to follow. Our head chefs are responsible for the overall implementation
of our Group’s safety measures. During the Track Record Period and as at the Latest Practicable Date,
our Group only received a warning letter issued by the FEHD which was related to foreign substance
found in a festival product in 2016. After receiving a warning letter issued by the FEHD, we have
taken actions, such as assigning our executive chef and general manager, who acquired with food
safety knowledge to frequently visit the relevant restaurant and examine food to ensure food safety
and the operational manual is properly followed. Since then, we have not received any further
follow-up enquiry from FEHD. Apart from such incident, our Directors confirm that no other
complaints or claims on our restaurants regarding hygiene of their food were referred to our Group

by any government authorities or customer protection organisations.
Food preparation and quality

Our Group places great emphasis on food quality and hygiene of food products, those being the
key factors to our Group’s success in the restaurant business. Our Group has implemented a set of
guidelines and control measures in relation to the operation of its business covering every process for
food quality and preparation.
a) Sourcing food ingredients

Orders for our food ingredients are only placed with our Group’s authorised suppliers. Head
chefs and the purchasing supervisors visit the selected suppliers from time to time to evaluate the
quality of food ingredients supplied. Furthermore, our restaurants purchase reasonable level of fresh
and perishable food ingredients to reduce food wastage and ensure their freshness quality.

b) Inspection of food ingredients

The head chef of each restaurant will check the incoming food ingredients to ensure that they

are fresh and meet the required quality standards.
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c) Storage

Our Group sets internal guidelines on the storage method including the place and temperature
for preserving different types and quantities of food ingredients to ensure food ingredients are fresh.
Inventory of food ingredients are inspected on a daily basis to prevent overstocking of perishable

food ingredients.

d)  Methods of cooking

Our Group endeavours to provide quality food. Besides using fresh and quality food ingredients,
the head chefs would provide guidance to other chefs on preparing foods in accordance with
established standards and portions. Our Group also distributes guidance materials and manuals on
food handling, food and personal hygiene, food safety and quality control to ensure that its operations

are in a safe and proper manner.

e) Internal inspection

The dishes prepared by the kitchen will be examined by the head chef and the restaurant staff
to see if the presentation and quality of the dishes deviate from the required standard. Our Group’s
senior management will occasionally visit the restaurants and examine food and services and dining
environment without giving prior notice. Our Group has distributed an operation manual setting out
procedures and requirement to ensure food safety and that the hygiene manager in each restaurant is

responsible for ensuring the compliance of our Group’s food safety regulations and guidance.

Customer services

Our Group is endeavoured to maintain the high quality of customer services provided by the
staff of our Group. Our Group provides on-the-job trainings and guidelines to its staff on service area
such as food handling and personal hygiene to enhance the quality of customer services provided to
the customers. Managers of each restaurant hold regular briefing sessions with all front-line service
staff to review staff performance and reflect customers’ feedbacks. In handling customers’
complaints, our restaurant managers would take initiatives to investigate and resolve the matter and

attend to the customers promptly.

In addition, customer review cards are available at our Group’s restaurants and customers are
welcome to leave their comments, suggestions or, if applicable, complaints. All customers’
comments, suggestions and complaints will be collected and reported to the marketing department

which will record and follow up with these comments, suggestions and complaints.
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Dining environment

Our Group is committed to providing comfortable dining environment and maintaining high
hygiene standard. Each restaurant is thoroughly cleaned every night by restaurant staff after the
restaurant is closed. Our Group also engages professional pest control and hygiene service provider

and professional cleaning company for service on a regular basis.

HEALTH AND WORK SAFETY

In line with the local regulatory requirements, our Group strives to create and ensure a safe
working environment is provided to our employees. To ensure that our operations are operated in a
safe environment and to ensure that our staff has the necessary knowledge on work safety, we have
established and implemented workplace safety guidelines for all staff in the restaurants which clearly
state the workplace safety policies and promoting on-site work safety. Any accidents that occur will
be reported to staff in our human resources and administration department and handled accordingly.
Our Directors believe these measures help to reduce the number and seriousness of work injuries of
the employees and are adequate and effective to prevent serious work injuries. These guidelines are
provided to our staff at the time of hiring. The staff handbook also includes information on, among
other things, staff behaviour and grooming standards, prevention of bribery and corruption, work
hours, staff benefits and dealing with media. Our Group believes that our employee’s job satisfaction
is a critical factor to the success of our restaurant operations, and therefore there are procedures

available to our employees if they have any grievances relating to their job.

As at the Latest Practicable Date, our Group was involved in a number of employees’
compensation claims and a personal injury claim arising out of and in connection with the accidents
caused during the usual and ordinary business of our Group. For details, please refer to the paragraph

“Legal proceeding and potential claims” in this section.

During the Track Record Period and as at the Latest Practicable Date, our Group received an
improvement notice and two convictions in relation to the failure to maintain means of escape free
from obstruction in our restaurants. For details, please refer to the paragraph “Non-compliance” in
this section. Apart from these incidents, our Directors confirm that no other complaints or claims on
our restaurants regarding work safety incidents during such period by any government authorities

were received.
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ENVIRONMENTAL PROTECTION

During the food preparation process and operations of our restaurants, certain sewage, garbage
and used oils would be produced by our Group. Apart from the daily cleaning procedures adopted by
our Group, our Group procured external cleaning companies, which are Independent Third Parties,
from time to time, to provide pest control and cleaning services, such as carpet cleaning, grease tank

and fish tank cleaning to our restaurants.

Our Group’s operations are subject to environmental protection laws and regulations in Hong
Kong, the PRC and Macau. For details, please refer to the section headed “Regulatory Overview” in
this prospectus. As at the Latest Practicable Date, we had, where required, obtained the water
pollution licences for all of our restaurants. We are committed to delivering high quality food while
also developing environmental friendly business practices. Our Group has adopted all-electric
cooking appliances for some of our restaurants, which can reduce operating costs and improve the
working environment for our kitchen staff, and can also greatly reduce flue gas, lower temperature
in kitchens and save energy costs. In 2016, we were awarded the 5th Anniversary Special Award for
the Innovative Energy Saving Promotion Award in the CLP Green Plus Award. Our Group has also

implemented policies within our Group to ensure that there is minimal wastage from our operations.

During the Track Record Period and as at the Latest Practicable Date, our Directors are aware
of three complaints filed with the Environmental Protection Department which was related to noise
generated by our restaurant ventilation system. Our Group has arranged repairment and conducted
testing for noise level to ensure that the sources of the noise produced are properly fixed and since
then our Directors confirm that no further complaints or claims on our restaurants regarding

environmental issues by any government authorities have been received.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, our
costs of compliance with the applicable environmental protection laws and regulations, including but
not limited to (i) garbage collection and disposal expenses; and (ii) oil tank cleaning expenses, were
approximately HK$1,365,000, HK$2,113,000 and HK$1,200,000, respectively. In addition, we also
pay a sewage services charge which includes a sewage charge and a trade effluent surcharge and the

fees are based on the amount of water used.

RESEARCH AND DEVELOPMENT

Our Directors consider that the nature of our business does not require any research and

development activities.
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INTELLECTUAL PROPERTY

We are the registrant of three domains, four trademarks and one series of trademark in Hong
Kong. We have registered four trademarks and three trademarks in the PRC and Macau, respectively.
Please refer to the section headed “Statutory and General Information — B. Further information
about the Business — 2. Intellectual property rights of our Group” in this prospectus for further

details.

As at the Latest Practicable Date, our Group was not aware of any infringement (i) by it of any
intellectual property rights owned by third parties, or (ii) by any third parties of any intellectual
property rights owned by our Group and it was also not aware of any pending or threatened claims

against our Group in relation to the infringement of any intellectual property rights of third parties.

EMPLOYEES

As at the Latest Practicable Date, we directly employed 603 full-time employees in Hong Kong,

Shanghai and Macau. A breakdown of our employees by function as at the dates indicated is set forth

below:
As at
As at As at As at the Latest
31 December 31 December 31 July Practicable
2015 2016 2017 Date
Management .. ........... ... ..... 6 8 8 8
Administration and marketing . ... ..... 10 12 13 13
Finance and accounting ............. 10 9 8 9
Operations . ...................... 505 574 565 560
Central procurement and logistics ... .. 11 14 13 13
Total ... ... ... 542 617 607 603

We generally recruit our employees from the open market by placing recruitment
advertisements. We endeavour 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.
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We entered into separate labour contracts with each of our full-time employees in accordance
with the applicable labour laws of Hong Kong. The remuneration offered to employees generally
includes salaries and bonuses. In general, we determine salaries of our employees based on their
qualifications, position and seniority. Our Directors consider that the average wage of our operational
staff is well-above the statutory minimum wage that is currently in effect and the potential increase
in the statutory minimum wage in the foreseeable future would not impose a significant adverse

impact on our profitability.

We provide various types of trainings to our employees. Our Directors consider that our training

programme can increase our overall efficiency and facilitate us to retain quality employees.

In addition to our full-time staff, at times when there may be shortage of staff due to illness or

holiday leave taken by staff, we have employed casual workers which are paid on hourly basis.

Our Directors consider that we have maintained good relationships with our employees. In an
effort to maintain employee loyalty and retention, our Directors consider that we have maintained
good relationships with our employees by (i) providing comfortable working culture and safe
working environment; (ii) providing competitive wages and other benefits, such as personnel bonuses
if the restaurant or the Group achieves certain performance targets; (iii) organising chefs and
employees orientation to instill our new and existing chefs and employees; (iv) inviting chefs and
employees to attend the management meetings and the chefs are encouraged to express their views
and ideas in these meetings; and (v) conducting training programmes to improve their job skills and
career advancement. During the Track Record Period and up to the Latest Practicable Date, we did
not experience any labour disputes nor did we experience any difficulties in the recruitment and
retaining of experienced or skilled staff members which would have had a material impact on our
business, financial condition or results of operations. Our Group has not set up any trade union for

our employees.
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COMPETITION

The Cantonese full-service restaurant industry in Hong Kong, Shanghai and Macau in general
is highly competitive. According to the Ipsos Report, there were about 1,399, 739 and 205 Cantonese
full-service restaurants operating in Hong Kong, Shanghai and Macau in 2016, 2016 and 2015,
respectively. In 2015, the top five operators of restaurants only shared approximately 51.6%, 18.7%
and 21.8% of the respective markets in terms of revenue in Hong Kong, Shanghai and Macau,
respectively. Given the competitive landscape of the industry, restaurant operators have had to
distinguish themselves based on, among other factors, food and service quality, location and
reputation. Key competitive factors in the industry include location, pricing, quality of food and
services as well as brand and reputation. According to the Ipsos Report, the revenue of the Cantonese
full-service restaurant industry in Hong Kong experienced a growth from HK$16,812.9 million in
2011 to HK$17,461.7 million in 2016, representing a CAGR of approximately 0.8%. The Ipsos
Report also expects Cantonese full-service restaurants in Shanghai and Macau to continue to
experience growth at a CAGR of 3.2% and 2.6% in terms of revenue from 2017 to 2020 and 2016
to 2020, respectively. It is expected that the increasing demand for Cantonese full-services restaurant
industry and downward adjustment of the rental prices in 2016 in Hong Kong would probably bring
more opportunities for the expansion of Cantonese full-service restaurants. In view of the expected
increase in GDP per capita and average annual household disposal income in Hong Kong and the
increasing popularity of Cantonese full-service restaurant among local citizens and preference to dine
out during festivals, family celebrations and after long hours of work and school, the estimated
revenue of the Cantonese restaurant industry is expected to increase at a CAGR of approximately
2.4% during the forecast period from 2017 to 2020. We intend to maintain our competitiveness over
other competitors through strengthening and developing our competitive strengths. Details of our

competitive strengths are set out in the paragraph headed “Competitive strengths” in this section.

For further information on the industry in which we operate, please refer to the section headed

“Industry Overview” of this prospectus.

INSURANCE

Our Group maintains insurance for (i) employees’ compensation liability for personal injury and
occupational disease, (ii) public liability to cover Our Group against any claims of illness, and (iii)
property liability for the Group’s premises under leases for all risks or accidental damages to cover

any liability for damages arising out of the business operation.

For the years ended 31 December 2015 and 2016 and the seven months ended 31 July 2017, our
Group incurred insurance expenses of approximately HK$1,232,000, HK$1,323,000 and
HK$733,000, respectively.
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Our Directors are of the view that (i) the aforesaid insurance coverage is sufficient; (ii) our past
insurance claims have no material impact on the insurance premiums to be paid by our Group in the
future; and (iii) the nature of coverage is in line with normal industry practice in Hong Kong,

Shanghai and Macau.

AWARDS AND CERTIFICATIONS

The following table sets out the various awards and certifications obtained by our Group up to

the Latest Practicable Date:

Restaurant/ Brand

Year of Grant Awarded Awards/ Certification Awarding Body
2005 Dragon King China Top Ten Restaurants China Hospitality
Association
2009 Dragon King 2009 Best of the Best Culinary Awards — Gold with ~ Hong Kong Tourism
Distinction Award in the Dim Sum Category Board
2010 - 2017 Dragon King Hong Kong Top Brand Mark (Top Mark) The Chinese
Manufactures’

Association of Hong
Kong & Hong Kong
Brand Development

Council
2011 - 2013 Dragon King Quality Tourism Services Scheme Quality Tourism Services
2013 Dragon King CLP Green Plus Award — Gold Award Chinese CLP
Cuisine
2013 Dragon King CLP Green Plus Award — Prominent Showcase CLP
Award
2013 Dragon Seal 2013 Best of the Best Culinary Awards — Gold with ~ Hong Kong Tourism
Distinction award for the category of Signature Board
Vegetables
2014 Dragon Seal 2014 Best of the Best Culinary Awards — Silver Hong Kong Tourism
Award in the Dim Sum Category Board
2014 Dragon King 2014 Best of the Best Culinary Awards — Silver Hong Kong Tourism
(San Po Kong Award in the Vegetables Category Board

Restaurant)
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Year of Grant

Restaurant/ Brand
Awarded

Awards/ Certification

Awarding Body

2014 - 2016

2015

2015

2015

2015 - 2017

2016

2016

2016 - 2017

Dragon Seal

Dragon King
(San Po Kong
Restaurant)

Dragon King
(Whampoa
Restaurant)

Dragon King
(San Po Kong
Restaurant)

Dragon King

Dragon King

Dragon King

Dragon King
(Kwun Tong
Restaurant)

Quality Tourism Services Scheme

2015 Best of the Best Culinary Awards — Gold
Award in the Dim Sum (Chiu-Chow Style
Dumplings) Category

2015 Best of the Best Culinary Awards — Gold
Award in the Mushroom and Vegetable Dishes
Category

2015 Best of the Best Culinary Awards — Silver
Award in the Mushroom and Vegetable Dishes
Category

Quality Tourism Services Scheme

CLP Green Plus Award — Innovative Energy Saving

Promotion Award — 5th Anniversary Special
Award

Hong Kong Green Organisation (2016-2018)

2016 & 2017 Michelin Guide Recommended
Restaurant
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Hong Kong Tourism
Board

Hong Kong Tourism
Board

Hong Kong Tourism
Board
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Environmental
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Our Directors confirmed that as at the Latest Practicable Date, save as disclosed in the
paragraph “Non-compliance” below, our Group had obtained all the licences and permits required for
operation of all of our restaurants in Hong Kong and all of these licences or permits were valid. The
application for renewal of the general restaurant licences and liquor licences in Hong Kong should
be submitted before their expiry and at least three months before expiry of the current licences,
respectively. Our Directors confirm that our Group did not experience any material difficulties in
obtaining and/or renewing such licences, certificates, consents and approvals. Further, our Directors
are not aware of any circumstances that would significantly hinder or delay the renewal of such

licences, permits, consents and approvals.

As disclosed above, the liquor licences of some of our Group’s restaurants in Hong Kong are
held by either our Directors or employees of our Group. To protect the Shareholders’ interests, each
of the holders holding the liquor licences for our Group has executed all relevant prescribed forms
and documents related to the transfer of the liquor licence(s) in escrow so that our Group can timely
submit these prescribed forms to the LLB to effect the transfer of the liquor licence(s) to the new
holder designated by our Group from time to time and/or upon notice of the termination of

employment with those holders holding the liquor licences for our Group.

The PRC Legal Adviser and Macau Legal Adviser confirmed that as at the Latest Practicable
Date, our Group had obtained all the licences and permits required for operation of the Shanghai
Restaurant and the Macau Restaurant and all of these licences or permits were valid, and that our
Group was not in contravention of the applicable PRC and Macau laws and regulations in any

material respect, respectively.

To the best knowledge of the Directors and after making enquiries with Venetian Macau, it is
an industry norm and usual practice for Venetian Macau’s group company to hold the licences for
restaurants operating within Venetian Macau’s premises. As confirmed by the Macau Legal Adviser,
this practice is not prohibited by the relevant Macau laws and regulations and there is no legal

impediment for the continued renewal of the first class restaurant licence of the Macau Restaurant.

Our Directors are not aware of any circumstances that would significantly hinder or delay the

renewal of such licences, certificates, consents and approvals.
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PROPERTY

Owned property

As at the Latest Practicable Date, our Group owns one property in Hong Kong, the details of

which are set out below.

Approximate saleable

Property Usage area

(sq.m.)
House No. 2, Moritz Avenue, Directors’ quarters 189.59
Valais II, Valais, (Note)
33 Kwu Tung Road,
Sheung Shui, New Territories,

Hong Kong

Note: The provision of staff quarters for Directors is included under the relevant Directors’ service agreements.

Leased properties
As at the Latest Practicable Date, our Group leased the following properties in Hong Kong,
Macau and Shanghai for use as our existing restaurant premises, offices, warehouse and staff

quarters.

The following table sets out the details of our Group’s existing operating leases for our

restaurants:
Approximate Monthly
Restaurant name Property floor area Lease term Basic monthly rent turnover rent Option for renewal
(sgm.)
Hong Kong

1 ICC Restaurant ~ Shop C on Level 101 of 570.16 10 December 2016 - HKS688,000 The amount by which ~ N/A

International
Commerce Centre, 1
Austin Road West,
Kowloon, Hong Kong

2 WTC Restaurant  Whole of the 12™ Floor
of The World Trade
Centre, 280
Gloucester Road,
Causeway Bay, Hong
Kong

9 December 2019

809.47 1 November 2017 -

31 October 2019
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12% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

HK$577,500 The amount by which

11% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

N/A
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Restaurant name

Property

Approximate
floor area Lease term

Basic monthly rent

Monthly
turnover rent

Option for renewal

3 Wan Chai
Restaurant

Shop 801 on the 8"
Floor of Hopewell
Centre, 183 Queen’s
Road East, Wanchai,
Hong Kong

(sg.m.)
898.07 1 July 2015 -
30 June 2018

HK$580,140 The amount by which

10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

(i) renewable for a

further 3 years (the
“First Renewed
Term”), at a
monthly rent
between HK$580,140

and HK$696,168;
and

(ii) renewable for a
further 3 years upon
the expiration of the
First Renewed
Term, at a monthly
rent of market rent,
as determined in
accordance with the
terms of the
relevant lease.

4 Kwun Tong 2 Floor, Yen Sheng
Restaurant Centre, 64 Hoi Yuen
Road, Kwun Tong,
Kowloon, Hong Kong

996.19 1 March 2017 -
29 February 2020

HKS$320,000 N/A N/A
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Restaurant name

Property

Basic monthly rent

Monthly
turnover rent

Option for renewal

5 San Po Kong
Restaurant

6 Whampoa
Restaurant

7 Sheung Shui
Restaurant

8 Kwai Chung

Shop No. 110 of the 1%
Floor of Mikiki, No.
638 Prince Edward
Road East, San Po
Kong, NKIL 6308,
Kowloon

Shop No. 1 on the 3™
Floor, Whampoa
Gourmet Place, Site 8,
Whampoa Garden,
Hunghom, Kowloon

Shop No. R401, 4™
Floor, Choi Yuen
Plaza, Choi Yuen
Estate, Choi Yuen
Road, Sheung Shui,
New Territories, Hong
Kong

9" Floor, KCC, Nos.

Restaurant 72-76 Kwai Cheong
Road, Kwai Chung,
New Territories, Hong
Kong
Note:

Approximate
floor area Lease term
(sq.m.)
643.70 3 August 2015 -
2 August 2018

609.98 1 May 2017 -
30 April 2020

1,288.90 2 November 2015 -
1 November 2024

741.92 Four years commencing
on the tenancy
commencement date
(Note)

HK$292,296 for the first
year; HK$299,988 for
the second year; and
HK$307,680 for the
third year

HK$370,668 or 9% of
the monthly gross
turnover, whichever is
higher

HK$592,000 for the first
three years;
HK$655,500 for the
4™ 0 6™ year; and for
the 7™ to 9" year at
open market rent to
be mutually agreed by
the parties but not
less than HK$696,500
or greater than
HK$786,600

HK$223,608

The amount by which
10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

N/A

The amount by which
11% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

The amount by which
10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

N/A

Renewable for a term of
3 years at a monthly
rent of
HK$426,268.20 or 9%
of the monthly gross
turnover, whichever is
higher.

N/A

Renewable for a term of
4 years at a monthly
rent of
HKS$239,580.00 and
10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
basic rent

The tenancy commencement date is subject to the notice to be served by the landlord on or before 31 December 2017.
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Restaurant name

Property

Lease term

Basic monthly rent

Monthly
turnover rent

Option for renewal

Macau

9 Macau

Restaurant

Shanghai

10 Shanghai
Restaurant

Shop No. 2132, Level 3,
Grand Canal Shoppes,

The Venetian
Macao Resort Hotel

No. 27 Pudong Road
South, Pudong New
District, Shanghai

744.90 18 January 2011 -

31 January 2022

2,428 21 November 2012 -

20 November 2022
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(i) HK$160,380 from
18 January 2011 to
17 January 2015

(ii) HK$240,570 from
18 January 2015
to 17 January
2018

(iii) HK$320,760 from
18 January 2018 to
31 January 2022

RMB664,665 for the
first three years;
RMB684,604.95 for
the 4™ to 6™ year, and
RMB718,576.72 for
the 7 to 10 year

From 18 January 2011
to 17 January 2012,
turnover fee is not
applicable.

From 18 January 2012
to 17 January 2017,
the amount of which
10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
fees payable
(including basic rent,
management fee and
promotion levy), if it
is below the turnover
threshold of
HK$42,000,000, and
12% of the amount if
it is over and above

the turnover threshold.

From 18 January 2017
to 31 January 2022,
the amount of which
10% of the
restaurant’s monthly
gross turnover
exceeds the monthly
fees payable
(including basic rent,
management fee and
promotion levy), if it
is below the turnover
threshold of
HK$52,492,374, and
12% of the amount if
it is over and above
the turnover threshold.

The amount by which
9% of the restaurant’s
monthly gross
turnover exceeds the
monthly basis rent

N/A

N/A
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The following table sets out the details of our Group’s existing operating leases for our offices

and warehouse:

Approximate Monthly rent/  Option for
Property Usage floor area Lease/licence term licence fee renewal
(sq.m.)
Hong Kong
1 Office A on the 20™ Floor of TG PLACE Office 274 8 August 2016 — HK$100,000 24 months at a
erected on the remaining portion of Kwun 7 August 2019 monthly rent
Tong Inland Lot No. 63, Kowloon, of
Hong Kong HK$115,000
2 Factory D on the 8" Floor of King Yip Warehouse 342 23 January 2017 - HK$30,000 N/A
Factory Building, No. 59 King Yip Street, 22 January 2020

Kwun Tong, Kowloon, Hong Kong

As at the Latest Practicable Date, we have also leased or licensed properties including four

storerooms in Hong Kong, three carparking spaces in Hong Kong and four staff quarters in Macau.

During the Track Record Period, our Group generally faces upward adjustment of rental prices
upon the expiry of the respective tenancy agreements. Nevertheless, having considered the
considerable upfront investment of restaurants, our Directors are of the view that it is still justifiable
for our Group to renew its tenancy to be expired on reasonable terms. Our Directors confirm that all
the above-mentioned leases agreements were negotiated on an arm’s length basis with reference to

the prevailing market rates.

LEGAL PROCEEDING AND POTENTIAL CLAIMS

As at the Latest Practicable Date, our Group was involved in a number of claims and litigations.
Set out below is a summary of the outstanding claims and litigations against our Group as at the

Latest Practicable Date arising in the ordinary and usual course of our business.

(a) Outstanding employees’ compensation claims against our Group as at the Latest

Practicable Date
As at the Latest Practicable Date, there was 18 outstanding employees’ compensation claims
submitted to the Labour Department against our Group. These accidents were caused during the usual

and ordinary business of our Group and did not cause material disruption to our Group’s business.

All of the 18 outstanding employees’ compensation claims were fully covered by the relevant

insurance taken out by our Group.
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(b) Civil litigation against our Group as at the Latest Practicable Date

As at the Latest Practicable Date, there was 2 outstanding civil litigation against our Group,
relating to which our Group had received the relevant summons and legal proceedings had been
commenced. The accident was caused during the usual and ordinary business of our Group and did

not cause material disruption to our Group’s business.

Nature of claim Date of incident Status
1. An employee suffered multiple injuries 23 October 2014 The insurer has
including an injury to her right chest taken over conduct
when falling from about 1 meter onto of the proceedings

the ground. The injured individual has
made a claim under the Employees’

Compensation Ordinance.

2. An employee suffered multiple injuries 23 October 2014 The insurer has
including an injury to her right chest taken over conduct
when falling from about 1 meter onto of the proceedings

the ground. The injured individual has
made a personal injury claim under the

common law.

Besides the civil litigation set out above, all injured individuals may commence their claims
under the Employees’ Compensation Ordinance and/or their personal injury claims under common
law within the limitation period of two years (for employees’ compensation claims) or three years (for
personal injury claims) from the date of the relevant incidents. As these potential claims have not yet
been filed, we are not in a position to assess the likely amount of such potential claims. Our Directors
confirm that our Group has insurance coverage for its liabilities resulting from all these incidents and
notices of such incidents have been given to the insurers as at the Latest Practicable Date and
therefore are of the view that such claims as disclosed above have no material adverse impact on the
operation or financial position or business of our Group. These cases were caused during usual and
ordinary course of our business and have not caused disruption to our Group’s business or have an

adverse impact on our Group to obtain any licences or permits for our operation.
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To the best knowledge of our Directors, all injured persons under these employees’
compensation claims and personal injury claims have suffered insignificant bodily injuries. During
the Track Record Period and up to the Latest Practicable Date, our Group is required under the
Employees’ Compensation Ordinance to take out and had taken out a compulsory insurance policy in
Hong Kong for an amount of no less than HK$100 million per accident. Therefore, all such
employees’ compensation claims and personal injury claims are expected to be fully covered by the
insurance policies either maintained by our Group. For details, please refer to the section headed

“Business — Insurance” of this prospectus.

Our Directors further confirm that they were not personally involved, whether collectively or

individually, in any of the above claims and litigations.

No provision for litigation claims

Having considered (i) the nature and the degree of injuries of the incidents; and (ii) the coverage
of our insurance policy(ies), our Directors consider that no provision for contingent liabilities in

respect of current, pending and potential litigations is necessary.

Indemnity given by our Controlling Shareholders

Our Controlling Shareholders have entered into a Deed of Indemnity on 15 December 2017
whereby our Controlling Shareholders have agreed to indemnify our Group, subject to the terms of
the Deed of Indemnity, in respect of all liabilities and penalties which may arise as a result of any
outstanding and potential litigations and claims of our Group on or before the date on which the Share
Offer becomes unconditional. Please refer to the paragraph “F. Other Information — 1. Tax and other

indemnities” in Appendix V to this prospectus for details.
NON-COMPLIANCE

Our Directors confirm that, save as disclosed in the section headed “Business — Non-
compliance”, our Group has complied in all material respects with the applicable laws and regulations

in Hong Kong, Shanghai and Macau during the Track Record Period and up to the Latest Practicable
Date.
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INTERNAL CONTROL

Our Directors are responsible for formulating and overseeing the implementation of our internal

control measures and the effectiveness of our quality management system.

The internal control policies of our Group include measures and procedures to prevent
occurrence of fraud, theft, bribery, corruption, and other misconduct involving employees, customers
and other third parties, including for instance, kickbacks arrangement from customers or suppliers.
For examples, policies or guidelines in relation to conflict of interest, monitoring, handling and
reporting misconduct is set out in the staff handbook and other relevant manual of our Group of which
all employees are required to follow and channel of reporting frauds and misconducts are provided
to staff. In the event that employees are suspicious on any inappropriate instances, they are
encouraged to report to the senior management directly of our Group via a whistleblowing system for

further investigation.

To enhance our internal controls as well as in connection with the Listing, our Group has
engaged an independent internal control consultant (the “IC Consultant™) on 26 September 2016 to
perform a review over our internal controls over financial reporting, covering areas such as entity
level control, revenue and receivables, procurement to pay, processing and food management, fixed
assets management, inventory management, treasury management, human resources, financial
reporting, tax management, information technology. The scope of internal control review work
performed and the long form report issued have been agreed between the Sole Sponsor, the IC

Consultant and our Group.

As a result of a review of our internal controls over financial reporting by the IC Consultant,
we identified certain areas in our internal control system, policies and procedures that require
improvements, in addition to the deficiencies disclosed under the paragraph headed “Non-
compliance” in this section, certain deficiencies identified and remedial actions taken are set out in
the table below.

Deficiencies identified Remedial actions taken
Absence of written authorisation The authorisation limit table for payment approval has
limit table for payment approval been established and approved by our Directors to specify

the authorisation limit for different designated personnel

Absence of internal audit function Management has agreed to engage an external specialist to
and formalised mechanism to conduct internal control review regularly, at least annually
identify, record, monitor, report from the year ending 31 December 2017

and follow up on internal control

deficiencies
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Deficiencies identified

Cases of inaccurate calculation in

mandatory contribution

Absence of written evidence of
approval of fund transferred to/
from our Directors and related

companies

Remedial actions taken

The calculation of MPF has started to be reviewed and
signed off by general manager and to be passed to our

financial controller for approval

The request for fund transferred to/from our Directors and
related companies has started to be approved by our
financial controller with proper explanation stated on the

written supporting documents

Our Directors are of the view that none of the issues are considered to be material and

substantially all issues will be resolved prior to Listing.

The IC Consultant also performed follow-up procedures on our Group’s system of internal

controls in February and March 2017, with regard to the remedial actions taken by our Group. The

work performed and the follow-up review did not identify any material internal control weakness, and

our Directors confirmed that there is no material weakness in our internal control measures.
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RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the Capitalisation Issue and the Share Offer (without
taking into account any Shares which may be allotted and issued under the exercise of any options
that may be granted under the Share Option Scheme), Million Edge (which is wholly-owned by Mr.
Wong WC) will hold more than 30% of our Company’s issued share capital. For the purpose of the
GEM Listing Rules, Mr. Wong WC and Million Edge (an investment holding company wholly owned
by Mr. Wong WC) are our Controlling Shareholders.

Each of our Controlling Shareholders confirms that he/it does not hold or conduct any business

which competes, or is likely to compete, either directly or indirectly, with our business.

INDEPENDENCE OF OUR GROUP

In the opinion of our Directors, our Group is capable of carrying on our business independently
of, and does not place undue reliance on, our Controlling Shareholders, their respective close

associates or any other parties, taking into account the following factors:

(i) Financial independence

Our Group has an independent financial system and makes financial decisions according to the
business needs. As at 31 July 2017, the amount due from director is HK$8,349,000 and the sum will
be settled before the Listing. In addition, all of the personal guarantees executed by Mr. Wong WC,
Mr. Wong WH and Ms. Lee in favour of our Group will be released and replaced by corporate
guarantee executed by our Company before Listing. Our Group has sufficient capital to operate its
business independently, and has adequate internal resources and credit profile to support our daily
operations. During the Track Record Period and up to the Latest Practicable Date, our Group relied
principally on cash generated from operations to carry on its business and this is expected to continue

after the Listing.

(ii) Operational independence

Our Group has established its own organisational structure comprising individual departments,
each with specific areas of responsibilities. Our Group has not shared its operational resources, such
as suppliers, customers, marketing, sales and general administration resources with the Controlling
Shareholders and/or their close associates. Our Directors are of the view that there is no operational

dependence on the Controlling Shareholders.
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(iii) Management independence

Our Company aims at establishing and maintaining a strong and independent Board to oversee
our Group’s business. The main functions of our Board include the approval of its overall business
plans and strategies, monitoring the implementation of these policies and strategies and the
management of our Company. Our Company has an independent management team, which is led by
a team of senior management with substantial experience and expertise in its business, to implement

our Group’s policies and strategies.

Our Board comprises three executive Directors and three independent non-executive Directors.
Mr. Wong WC, Ms. Lee and Mr. Wong WH are our executive Directors. Mr. Wong WC, who is the
sole director of Million Edge, is the overlapping director between our Group and the Controlling
Shareholder. None of our other Directors nor members of senior management hold any directorship

or position in the Controlling Shareholders.

Each of our Directors is aware of his/her fiduciary duties as a director which require, among
other things, that he/she acts for the benefit and in the best interests of our Company and does not
allow any conflict between his/her duties as a Director and his/her personal interest to exist. 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 close associates, the interested Director(s)
shall abstain from voting at the relevant Board meeting in respect of such transactions and shall not
be counted in the quorum. In addition, the senior management team of our Group are independent
from the Controlling Shareholders. Our Directors are of the view that our Board and senior
management are capable of managing our Group’s business independently from the Controlling
Shareholders.

RULE 11.04 OF THE GEM LISTING RULES
Save as otherwise disclosed, our Controlling Shareholders, our Directors, our substantial
shareholders and their respective close associates do not have any interest in a business apart from

our Group’s business which competes and is likely to compete, directly or indirectly, with our

Group’s business and would require disclosure under Rule 11.04 of the GEM Listing Rules.
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INTERESTS OF TANG PALACE GROUP IN THE RESTAURANT BUSINESS

As at 31 December 2016, Tang Palace Group was a restaurant chain group which operated 49
restaurants and 7 other restaurants under joint venture, including restaurants in China and Hong
Kong. Tang Palace (China) was interested in 16.5% interest in our Group through Good Vision. Tang

Palace Group does not and will not involve in the daily operation and management of our Group.

As at the Latest Practicable Date, Mr. Kwong Ping Man, our independent non-executive
Director, was also an independent non-executive director of Tang Palace (China). Despite that Mr.
Kwong Ping Man is a director of Tang Palace (China), he confirms that he does not involved in
day-to-day operations of both Tang Palace Group’s and our restaurant business. Save for Mr. Kwong
Ping Man, our Directors confirm that none of our Directors and senior management of our Company

has any position or assumes any role in any other restaurant business.

Having considered that (i) Tang Palace Group does not and will not involve in the daily
operation and management of our Group; (ii) Tang Palace Group is not a controlling shareholder of
our Group; (iii) Tang Palace Group will be required to abstain from voting at the general meeting in
case of a conflict of interest; (iv) Tang Palace Group does not and will not have access to our trade
secret; and (v) Mr. Kwong Ping Man is only an independent non-executive Director of both the Tang
Palace Group and our Group and does not involve in the day-to-day operation of both groups, our
Directors consider that the interests of the Tang Palace Group in the restaurant business do not and
will not have a material impact on our business as a whole on the basis that the restaurants of our
Group and those of the Tang Palace Group have been developed, managed and operated

independently.

VOLUNTARY LOCK-UP UNDERTAKINGS BY OUR CONTROLLING SHAREHOLDERS

Our Controlling Shareholders, namely Mr. Wong WC and Million Edge, have entered into a
deed of lock-up undertaking with our Company (for itself and for the benefit of each of its
subsidiaries) on 15 December 2017. Pursuant to the deed of lock-up undertaking, each of our
Controlling Shareholders has voluntarily undertaken to our Company that, for an additional 12
months commencing on the date on which the undertaking under Rule 13.16A(1)(b) of the GEM
Listing Rules expires, he/it shall not, and shall procure that the relevant registered holder(s) and
his/its associates or companies controlled by him/it or any nominee or trustee holding on trust for
himself/itself shall not dispose of, nor enter into any agreement to dispose of or otherwise create any
options, rights, interests or encumbrances in respect of, any of the Shares held by him/it, the relevant
registered holder(s) and any of his/its associates or companies controlled by him/it or any nominee
or trustee holding on trust for himself/itself if, immediately following such disposal or upon the

exercise or enforcement of such options, rights, interest or encumbrances, he/it would cease to be a
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Controlling Shareholder. Please refer to the sections headed “History, Development and
Reorganisation — Lock-up undertakings” and “Underwriting — Voluntary lock-up undertakings by

our Controlling Shareholders” in this prospectus for further details.

The Controlling Shareholders believe that the above arrangement, apart from satisfying the
lock-up requirement under Rule 13.16A of the GEM Listing Rules, demonstrates their long-term

commitment to our Group and confidence in its future development.

NON-COMPETITION UNDERTAKING

In order to avoid any possible future competition between our Group and the Controlling
Shareholders, Mr. Wong WC and Million Edge (each a “Covenantor” and collectively the
“Covenantors”) have entered into the Deed of Non-competition with our Company (for itself and for
the benefit of each other member of our Group) on 15 December 2017. Pursuant to the Deed of
Non-competition, each of the Covenantors has irrevocably and unconditionally undertaken to our
Company (for itself and as trustee for its subsidiaries) that, during the period that the Deed of
Non-competition remains effective, he/it shall not, and shall procure that his/its close associates
(other than any member of our Group) not to develop, acquire, invest in, participate in, carry on or
be engaged, concerned or interested or otherwise be involved, whether directly or indirectly, in any
business in competition with or likely to be in competition with the existing business activity of any

member of our Group.

Each of the Covenantors further undertakes that if any of he/it or his/its close associates other
than any member of our Group is offered or becomes aware of any business opportunity which may
compete with the business of our Group, he/it shall (and he/it shall procure his/its close associates
to) notify our Group in writing and our Group shall have a right of first refusal to take up such
business opportunity. Our Group shall, within 6 months after receipt of the written notice (or such
longer period if our Group is required to complete any approval procedures as set out under the GEM
Listing Rules from time to time), notify the Covenantor(s) (and his/its close associates, if applicable)

whether our Group will exercise the right of first refusal or not.

Our Group shall only exercise the right of first refusal upon the approval of all our independent
non-executive Directors (who do not have any interest in such opportunity). The relevant
Covenantor(s) and the other conflicting Directors (if any) shall abstain from participating in and
voting at and shall not be counted as quorum at all meetings of our Board where there is a conflict
of interest or potential conflict of interest including but not limited to the relevant meeting of our
independent non-executive Directors for considering whether or not to exercise the right of first

refusal.
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The undertakings contained in the Deed of Non-competition are conditional upon the Listing
Division granting approval for the listing of and permission to deal in the Shares on the Stock
Exchange and all conditions precedent under the Underwriting Agreements having been fulfilled (or
where applicable, waived) and the Underwriting Agreements not having been terminated in
accordance with its terms. If any such condition is not fulfilled on or before the date falling 30 days
after the date of this prospectus (or if such date is not a Business Day, the immediate preceding
Business Day), the Deed of Non-competition shall lapse and cease to have any effect whatsoever and

no party shall have any claim against the other under the Deed of Non-competition.

The Deed of Non-competition shall terminate on (i) in relation to any Covenantor, the date on
which he/it together with his/its close associates, whether individually or taken together, ceases to be
interested in 30% (or such other amount as may from time to time be specified in the GEM Listing
Rules as being the threshold for determining a controlling shareholder of a company) or more of the
entire issued share capital of our Company; or (ii) the date on which the Shares shall cease to be listed
and traded on the Stock Exchange (except for temporary trading halt or suspension of trading of the
Shares on the Stock Exchange due to any reason).

CORPORATE GOVERNANCE MEASURES

To avoid potential conflicts of interest, our Group will implement the following measures:

(i) 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 close associates), the interested
Directors shall abstain from voting at the relevant Board meeting and shall not be counted
in the quorum;

(i) a Director with material interests shall make full disclosure in respect of matters that
conflict or potentially conflict with our interest and absent himself/herself from the board
meetings on matters in which such Director or his/her close associates has/have a material
interest, unless the attendance or participation of such Director at such meeting of the
Board is specifically requested by a majority of the independent non-executive Directors;

(iii) the Covenantors will make an annual confirmation as to compliance with his/its
undertaking under the Deed of Non-competition for inclusion in the annual report of our
Company;

(iv) our Company has appointed Frontpage Capital as its compliance adviser, which will
provide advice and guidance to our Company in respect of compliance with the applicable
laws and the GEM Listing Rules including various requirements relating to directors’
duties and internal controls. Please refer to the section headed “Directors, Senior
Management and Employees — Compliance adviser” in this prospectus for further details

in relation to the appointment of compliance adviser;
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(v)

(vi)

the Controlling Shareholders undertake to provide all information requested by our Group
which is necessary for the annual review by our independent non-executive Directors and
the enforcement of the Deed of Non-competition; and

our independent non-executive Directors will, based on the information available to them,
review on an annual basis (a) the compliance with the Deed of Non-competition; and (b)
all the decisions taken in relation to whether to pursue the new opportunity under the Deed
of Non-competition. Findings of such review will be disclosed in our Company’s annual

report after Listing.

- 182 -



BUSINESS OBJECTIVES AND FUTURE PLANS

BUSINESS OBJECTIVES

Our primary objectives are to strengthen our position in the Cantonese full-service restaurant
industry and further expand our business operations with a view to creating long term Shareholders’
value. We intend to achieve our objectives by implementing the following future plans and business

strategies:

FUTURE PLANS AND BUSINESS STRATEGIES

To achieve our business objectives, we intend to adopt the following strategies in the future:

. Expansion in Hong Kong with multi-brand strategy

. Further enhance our brand recognition

. Enhancement of existing restaurant facilities

Please refer to the section headed “Business — Business strategies” in this prospectus for a

detailed description of our future plans and business strategies.

IMPLEMENTATION PLANS

We will endeavour to achieve the following milestone events during the period from the Latest
Practicable Date to 31 December 2019, and their respective scheduled completion times are based on
certain bases and assumptions as set out in the paragraph headed “Bases and key assumptions” in this
section. These bases and assumptions are inherently subject to many uncertainties and unpredictable
factors, in particular the risk factors as set out under the section headed “Risk Factors” in this
prospectus. Therefore, there is no assurance that our business plans will materialise in accordance

with the estimated time frame and that our future plans will be accomplished at all.
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From the Latest Practicable Date to 30 June 2018

Business strategy

Implementation activities

Sources of funding

Expansion in Hong Kong

with multi-brand strategy

Capital expenditure for
opening new restaurant
under the brand of
“Dragon King (FE&)” in
Kwai Chung

Working capital for
opening new restaurant
under the brand of
“Dragon King (BE£)” in
Kwai Chung

Capital expenditure for
opening new restaurant

under the brand of

“Dragon Feast (FE%)” in

Kwai Tsing District

Rental deposit for
opening new restaurant

under the brand of

“Dragon Feast (FE%)” in

Kwai Tsing District

Working capital for
opening new restaurant

under the brand of

“Dragon Feast (FE%)” in

Kwai Tsing District

~ 184 —

Listing proceeds of
approximately
HK$10,000,000

Listing proceeds of
approximately
HK$2,000,000

Listing proceeds of
approximately
HK$10,000,000

Listing proceeds of
approximately
HK$2,000,000

Listing proceeds of
approximately
HK$1,000,000
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Business strategy

Implementation activities

Sources of funding

Further enhance our brand

recognition

Enhancement of existing

restaurant facilities

Promotion campaigns and Listing proceeds of

other marketing activities

Renovation cost for the
Whampoa Restaurant and
replacement of its

utensils

Renovation cost for the
Kwun Tong Restaurant
and replacement of its

utensils

Renovation cost for the
San Po Kong Restaurant
and replacement of its

utensils

Renovation cost for the
Sheung Shui Restaurant
and replacement of its

utensils

Renovation cost for the
WTC Restaurant and
replacement of its

utensils

Renovation cost for the
Macau Restaurant and
replacement of its

utensils
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approximately
HK$600,000

Listing proceeds of
approximately
HK$1,200,000

Listing proceeds of
approximately
HK$1,000,000

Listing proceeds of
approximately
HK$1,000,000

Listing proceeds of
approximately
HK$1,000,000

Listing proceeds of
approximately HK$700,000

Listing proceeds of
approximately HK$500,000
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From the 1 July 2018 to 31 December 2018

Business strategy

Implementation activities

Sources of funding

Expansion in Hong Kong

with multi-brand strategy

Further enhance our brand

recognition

Capital expenditure for
opening new restaurant
under the brand of
“Dragon Feast (FE%)” in
Kwai Tsing District

Promotion campaigns and

other marketing activities

From 1 January 2019 to 30 June 2019

Business strategy

Implementation activities

Listing proceeds of
approximately
HK$2,000,000

Listing proceeds of
approximately
HK$300,000

Sources of funding

Expansion in Hong Kong

with multi-brand strategy

Further enhance our brand

recognition

Capital expenditure for
opening new restaurant
under the brand of
“Dragon King (FE£)” in

Eastern District

Rental deposit for
opening new restaurant
under the brand of
“Dragon King (FEE)” in

Eastern District

Promotion campaigns and

other marketing activities
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Listing proceeds of
approximately
HK$3,000,000

Listing proceeds of
approximately
HK$1,000,000

Listing proceeds of
approximately
HK$300,000
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From the 1 July 2019 to 31 December 2019

Business strategy Implementation activities Sources of funding
Expansion in Hong Kong — Capital expenditure for Listing proceeds of
with multi-brand strategy opening new restaurant approximately
under the brand of HK$4,000,000

“Dragon King (FE&)” in

Eastern District

— Working capital for Listing proceeds of
opening new restaurant approximately
under the brand of HK$1,000,000

“Dragon King (FE£)” in

Eastern District

Further enhance our brand — Promotion campaigns and Listing proceeds of
recognition other marketing activities approximately
HK$300,000

We intend to apply the net proceeds to us from the Share Offer, after deducting related
underwriting fees and estimated expenses in connection with the Share Offer, assuming an Offer Price
of approximately HK$0.22 being the mid-point of the Offer Price range, of approximately
HK$48,995,000 as follows:

Expansion in Hong Kong with multi-brand strategy

Approximately HK$36,000,000 or approximately 73.5% of the net proceeds will be used for
expansion in Hong Kong with multi-brand strategy. We intend to open 3 additional restaurants in
Hong Kong in order to cope with our expansion plan. As at the Latest Practicable Date, our Group
has entered into the tenancy agreement with the landlord, and our Group plans to open a new
Cantonese full-service restaurant under the name of “Dragon King ($£82)” in Kwai Chung in the
early-2018. Further, we plan to open a new restaurant under the name of “Dragon Feast (FE&)” in
Kwai Tsing District and a new restaurant under the name of “Dragon King (#££)” in Eastern District
in the mid-2018 and mid-2019, respectively.
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Enhancement of existing restaurant facilities

Approximately HK$5,400,000 or approximately 11.0% of the net proceeds will be used for
enhancement of existing restaurant facilities. In order to stay competitive in the market and to attract
new and returning customer traffic, we plan to refurbish some of our existing restaurants’ fitting out
and utensils. We currently plan to refurbish the Whampoa Restaurant, the Kwun Tong Restaurant and
the San Po Kong Restaurant shortly upon Listing and the Macau Restaurant, the WTC Restaurant and
the Sheung Shui Restaurant in mid-2018.

Enhancement of marketing and promotions

Approximately HK$1,500,000 or approximately 3.1% of the net proceeds will be used for
enhancement of marketing and promotions. We plan to advertise more by increasing the annual
advertising expenses, which include enhancing our promotions in conventional media channels and
online platforms. We also intend to engage in more marketing campaigns and other marketing

activities as well as participate in more different cooking competitions.
Repayment of bank and other borrowings

Approximately HK$4,000,000 or approximately 8.2% of the net proceeds will be used to repay
part of our outstanding bank borrowings, thereby reducing our finance costs and improving the

financial position of our Group. Specifically,

(i) approximately HK$800,000 will be used to early repay the bank loan drawn in September
2012, net proceeds of which were used for general working capital, bearing interest at 5%
per annum and is repayable on a monthly basis over the loan term of 84 months up to
August 2019;

(ii) approximately HK$1,200,000 will be used to early repay the bank loan drawn in
September 2012, net proceeds of which were used for general working capital, bearing
interest at 5% per annum and is repayable on a monthly basis over the loan term of 84

months up to August 2019; and

(iii) approximately HK$2,000,000 will be used to early repay the bank loan drawn in December
2012, net proceeds of which were used for general working capital, bearing interest at 5%
per annum and is repayable on a monthly basis over the loan term of 84 months up to
November 2019.

Working Capital

Approximately HK$2,095,000 or approximately 4.2% of the net proceeds will be used as

general working capital of our Group.
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BASES AND KEY ASSUMPTIONS

The business objectives set out by our Directors are based on the following bases and key
assumptions:

. there will be no significant economic change in respect of inflation, interest rate, tax rate
and currency exchange rate that will adversely affect our business operations;

. we will have sufficient financial resources to meet the planned capital expenditure and
business development requirements during the period to which the business objectives
relate;

. there will be no material change in the existing laws (whether in Hong Kong, the PRC,
Macau or any part of the world), policies, or industry or regulatory treatment relating to
us, or in the political, economic or market conditions in which we operate;

. there will be no material change in the bases or rates of taxation applicable to us;

. there will be no disaster, natural, political or otherwise, which would materially disrupt our
business operations or cause substantial loss, damage or destruction to our properties or
facilities;

. there will be no significant change in the business relationships with our major clients and
suppliers;

. there will be no change in the effectiveness of any licences and permits obtained by us; and

. we will not be materially affected by the risk factors as set out under the section headed
“Risk Factors” in this prospectus.

REASONS FOR THE SHARE OFFER AND THE USE OF PROCEEDS

Despite the considerable expenses for the Listing, our Directors decide to proceed with this form
of equity financing for the purpose of our business expansion instead of solely obtaining debt
financing because our Directors are of the view that maintaining a lower level of borrowings would
benefit our Group and Shareholders as a whole. Given that the uncertain interest rate movement going
forward (which may expose to increasing borrowing costs in the future via debt financing), our
Directors believe that our Group’s financial performance and liquidity may be negatively affected due
to the principal and interest payments if we proceed with debt financing to fund all of our business
expansion. Also equity financing does not need to be repaid, and therefore it is not necessary for our
Group to retain a portion of the business income for loan repayment and thus all the business income
can be further reinvested for our business development.
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According to the Ipsos Report, the Cantonese full-service restaurant industry is comparatively
competitive in Hong Kong, Shanghai and Macau. A number of our competitors within our industry
are listed companies. Our Directors believe that a listing status, which entails public financial
disclosures and regulatory supervision, can enhance our corporate profile credibility with public and
potential business partners as business relationship with a listed company will be more appealing to
them. As a listed entity, our brand will become more visible to the public and our customers and
suppliers will have more confidence in the quality of services, our financial strength and credibility,
transparency in operations and financial reporting, and our internal control systems. Our Directors
consider that we compete with other restaurant operators for personnel that fit and contribute to our
strategic aims. The Listing status will create a stronger employer image and in turn improve our
ability to recruit, select, motivate and retain key management personnel. In addition, the Listing and
the Share Offer could enhance our capital base and provide our Company with additional avenues to
raise capital to strengthen our financial position and enable us to implement our business objectives
set out in this section. Furthermore, a public listing status on GEM will allow us to access to capital
market for future corporate finance exercises, which will assist in our future business development
and strengthen our competitiveness.

Based on the Offer Price of HK$0.22 per Offer Share, being the mid-point of the indicative
Offer Price range of HK$0.18 to HK$0.26 per Offer Share, we will receive gross proceeds of
HK$79,200,000. All expenses (including underwriting fees) in connection with the Listing to our
Group are estimated to be approximately HK$30,205,000. Consequently, we should receive net
proceeds, after deducting all related expenses (including underwriting fees), of approximately
HK$48,995,000 from the Share Offer. Our Directors intend to apply such net proceeds as follows:

From the
Latest From the 1 From 1 From the 1
Practicable ~ July 2018 to  January 2019  July 2019 to
Date to 30 31 December  to 30 June 31 December Approximate
June 2018 2018 2019 2019 Total percentage
(HK$’000) (HK$’000) (HK$’000) (HK$’000) (HK$’000) (%)
Expansion in Hong Kong with multi-
brand strategy. . .. ........... 25,000 2,000 4,000 5,000 36,000 73.5%
Enhancement of existing restaurant
facilities. . . ............... 5,400 — — — 5,400 11.0%
Enhancement of marketing and
Promotions . . ... ........... 600 300 300 300 1,500 3.1%
Repayment of bank and other
borrowings . . .. ......... ... 4,000 — — — 4,000 8.2%
Working Capital . . ............ 2,095 — — — 2,095 4.2%
37.095 2,300 4,300 5,300 48,995 100.0%
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The net proceeds from the issue of the Offer Shares will be approximately 95.8% utilised by 31
December 2019 and approximately HK$2,095,000 will be used as working capital and funding for
other general corporate purposes according to our current business plans. Our Directors consider that
the net proceeds from the issue of the Offer Shares of approximately HK$48,995,000 and our internal
resources will be sufficient to finance our business plans as scheduled up to the year ending 31
December 2019. In the event that we would require additional financing apart from the net proceeds
from the issue of the Offer Shares for our future plans, the shortfall will be financed by our internal

resources.

We estimate that the additional net proceeds to be received by our Company will be
approximately HK$48,995,000, after deducting all related expenses (including underwriting fees),
assuming an Offer Price of HK$0.22 per Offer Share, being the mid-point of the indicative Offer
Price range of HK$0.18 to HK$0.26 per Offer Share.

If the final Offer Price is set at the highest or lowest point of the indicative Offer Price range,
the net proceeds of the Share Offer will increase or decrease by approximately HK$13,392,000,
respectively. In such event, the net proceeds will be used in the same proportions as disclosed above
irrespective of whether the Offer Price is determined at the highest or lowest point of the indicative

Offer Price range.
To the extent that the net proceeds from the Share Offer are not immediately required for the
above purposes, it is the present intention of our Directors that such net proceeds will be placed on

short-term interest-bearing deposits with authorised financial institutions.

Our Group will issue an announcement in accordance with the requirements under the GEM

Listing Rules if there is any material change in the use of proceeds as described above.
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BOARD OF DIRECTORS

Our Board is responsible and has general powers for the management and conduct of our
Group’s business. Our Board consists of six Directors, including three executive Directors and three

independent non-executive Directors. The following table sets forth certain information of our

Directors:
Relationship
with other
Date of Date of Directors and
Present joining our appointment Roles and senior
Name Age position Group as Director responsibilities management
Executive Directors
Ms. Lee Ching Nung 35 Chairman and 22 August 2006 14 March 2017 Overall strategic Spouse of Mr.
Angel (ZHHR) executive management and Wong WC
Director development of our
Group’s business
operations
Mr. Wong Wing Chee 58 Chief 1 April 2006 8 August 2016  Overseeing our Spouse of Ms.
(F K k) Executive Group’s operation, Lee; Brother
Officer and business of Mr. Wong
executive development, human WH and Ms.
Director resources, finance Wong Sau
and administration Yee
Mr. Wong Wing Hong 53 Executive 15 November 14 March 2017 Overall corporate Brother of Mr.
(FIKHR) Director 2004 strategic Wong WC
development of our and Ms.
Group’s business Wong Sau
operations Yee
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Relationship
with other
Date of Date of Directors and
Present joining our appointment Roles and senior
Name Age position Group as Director responsibilities management
Independent Non-executive Directors
Mr. Kwong Ping Man 53 Independent 15 December 15 December  Serving on the Audit ~ None
(& I 30) non- 2017 2017 Committee, the
executive Remuneration
Director Committee and the
Nomination
Committee, and
providing
independent
judgement on the
issues of strategy,
performance,
resources and
standard of conduct
of our Company
Mr. Lin Zhisheng 55 Independent 15 December 15 December  Serving on the Audit None
(PR A2 non- 2017 2017 Comnmittee, the
executive Remuneration
Director Committee and the
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issues of strategy,
performance,
resources and
standard of conduct

of our Company



DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

Relationship
with other
Date of Date of Directors and
Present joining our appointment Roles and senior
Name Age position Group as Director responsibilities management
Mr. Chang Cheuk 70 Independent 15 December 15 December  Serving on the Audit None
Cheung Terence non- 2017 2017 Committee, the
(I executive Remuneration
Director Committee and the

EXECUTIVE DIRECTORS

Nomination
Committee, and
providing
independent
judgement on the
issues of strategy,
performance,
resources and
standard of conduct

of our Company

Ms. Lee Ching Nung Angel (Z## %), aged 35, is the chairman of the Board and an executive

Director of our Company. Ms. Lee is responsible for the overall strategic management and

development of our Group’s business operations. Ms. Lee was appointed as our executive Director
and the chairman of the Board on 14 March 2017.

Ms. Lee has over 14 years of experience in the full-service restaurant industry. Ms. Lee first

joined our Group as director of King Harbour in August 2006 and has since been responsible for the

supervision of business operation, human resources and all administrative functions of our Group.

Prior to joining our Group, she worked in various well-known restaurant chains from 2002, including

Lei Garden Restaurant Group, King of the King Group and Tao Yuen Restaurant and was mainly

responsible for public relations and hall operations, during which Ms. Lee gained substantial

experience and knowledge about the industry and established close relationships with customers. Ms.
Lee is a director of All Best Harvest, Dragon King HK, Dragon Seal HK, Gold Profit, King Harbour,

Mass Effort, Premier Oriental and Prominent Voice.

Ms. Lee is the spouse of Mr. Wong WC.
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Mr. Wong Wing Chee (¥7KI%), aged 58, is the chief executive officer and an executive
Director of our Company. Mr. Wong WC is responsible for the overseeing our Group’s operation,
business development, finance and administration. Mr. Wong WC was appointed as our Director on
8 August 2016 and was re-designated to be our executive Director and our chief executive officer on
14 March 2017, respectively.

Mr. Wong WC has over 38 years of experience in the full-service restaurant industry. He started
his career as a chef at Tsui Hang Village Restaurant in 1978. He then joined Lei Garden Restaurant
Group in 1982 and was promoted to head chef in 1985. From 1987 to 1992, Mr. Wong WC worked
as a chef in various prestigious restaurants in Australia. During such period, he gathered extensive
knowledge of the industry and learnt new cooking techniques which inspired him to create new style
of gourmet dishes. In 1992, Mr. Wong WC returned to Hong Kong and worked as executive chef in
Lei Garden Restaurant Group and helped expand its business from Hong Kong to Guangzhou and
Singapore. In 2004, Mr. Wong WC first operated our Group’s first restaurant, the Yau Ma Tei
Restaurant, under the brand “Dragon King (FE£)” with Mr. Wong WH. From 2007 to 2011, Mr.
Wong WC was also the host of several TV programmes in Hong Kong. Save for Dragon Seal

Shanghai, Mr. Wong WC is a director of all subsidiaries of our Group.

Since 2003 Mr. Wong WC has received various awards, including:

Year of award Awards Awarding body
2003 Chinese Cooking Master China Hospitality Association
Gl S PN (B U Tt )
2005 Hong Kong, Guangdong and Macau  Editorial Board of the Hong Kong,

2006

Top Ten Chefs 2004 — Gold
Award
(20044 i B PR A R E T 1E 4 8

E3E)

Platinum Award
(MAEEAERE YA

Hong Kong Top Ten Chefs
(s 4 BT

“Top Ten Super Star” for 2006
China Hotel Master Chefs in Yue-
Gang-Ao Area
(2006 H 13 1 S BT 25K il —
TR B (I [ )
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Year of award

Awards

Awarding body

2010

2010-2011

2011

Asian Cuisine Open Competition —

Bronze medal (HE 356K R —
i 4%)

Australian Chinese Best Chef
(IR )

Top Ten Chefs China
(R A )

Best Chef of Canton,
Hong Kong and Macau

(S TR

Asian Cuisine Open Competition of
the Asian Games

(CEVIPS: PNHIFUIEHE N ESS)

The Australian Chinese Association
of Hong Kong

(Giniial VIR YN oy

Organising Committee of Annual
Meeting of the China Hotel
Industry

(B U SE AR LA R B

Guangdong, Hong Kong and Macao
Gourmet New Force Organising
Committee (E 518 35 &85 1
ETE )

Mr. Wong WC was previously admitted to membership of the following organisation:

Year of admission

Membership title

Name of organisation

2003

2005

China A.S.B.F.S Professional

Committee Executive Member
(ZE MR 2 HE T B GHiT
ZH)

Maitre Rotisseur

Honourable Advisor

Committee Member of International
Cate Appraising 2005
(2005 P L B REZ)

Honourable Chairman
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China Hotel Association and China
A.S.B.FE.S Professional Committee
(P B U e S A B i e T 2
HEXEZE®E)

Chaine Des Rotisseurs

(LB B B )

The World Royal Chef Yeung Koon
Yat Master Fund
(I 5 0 A B — DR 2 )

International Hotel & Restaurant
Association and China Hospitality
Association
(2R P A B B o % v R AU
1 &)

Les Amis d’Escoffier Society, Inc.

(15 0 B P o 2 R R )
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Year of admission Membership title Name of organisation
2006 Honourable Chairman Chinese Transworld Gourmet
Association

(2 [ i S BB S T i )

Committee Member of the 2" China Cuisine Association
Congress of the China Cuisine Professional Committee of Chefs
Association Professional (T B R 2 B HER B )

Committee of Chefs
(PR a2 B S ET B EE
“lEfERRE — Z8)

2007 Vice Chairman Association of Restaurant Managers

CRAVE B (R e T e

2008 Director Association of Industries and
Commerce of Yaumatei

Tsimshatsui Mongkok

(I 22 HE TP Bt )
2013 South Australia Premium Food and Government of South Australia
Wine from our Clean Environment (A TR T
Ambassador
(P TR 7 ey gL SR B S i)
R A
Chairman Association of Restaurant Managers
GAE B EETT &)
2015 Honourable Chairman The World Master Chefs Association
for Cantonese Cuisine
(A B2 6 2 )
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Mr. Wong WC was a director of the following company incorporated in Hong Kong prior to its

dissolution (but not due to members’ voluntary winding-up) with details as follows:

Nature of business
immediately prior to

Name of company dissolution Date of dissolution

Trillion Luck In Limited Investment holding 22 January 2016
(A R A]) (Note 1)

Note:

1. Trillion Luck In Limited was deregistered under section 751 of the Companies Ordinance. Under section 750 of the
Companies Ordinance, an application for deregistration can only be made if: (a) all members of the company agree
to such deregistration; (b) the company has not commenced business or operation, or has not been in operation or
carried on business during the three months immediately before the application; (c) such company has no outstanding
liabilities; (d) such company is not a party to any legal proceedings; (e) such company’s asset do not consist of any
immovable property situated in Hong Kong; and (f) if such company is a holding company, none of its subsidiary’s
assets consist of any immovable property situated in Hong Kong.

As confirmed by Mr. Wong WC, Trillion Luck In Limited was inactive and solvent immediately
prior to its dissolution and there was no wrongful act on his part leading to the dissolution and he is
not aware of any actual or potential claim that has been or will be made against him as a result of

such dissolution.
Mr. Wong WC is the spouse of Ms. Lee, brother of Mr. Wong WH and Ms. Wong Sau Yee.

Mr. Wong Wing Hong (¥ 7K B), aged 53, is an executive Director of our Company. Mr. Wong
WH is responsible for the overall corporate strategic development of our Group’s business

operations. Mr. Wong WH was appointed as our executive Director on 14 March 2017.

Mr. Wong WH has over 31 years of experience in food and beverage industry. Mr. Wong WH
joined our Group as a director in 2004. From 1985 to 1991, Mr. Wong WH had worked as an
apprentice chef in various Chinese and western restaurants in Shenzhen where he gathered basic
cooking techniques. From 1991 to 1994, Mr. Wong WH had worked at Lei Garden Restaurant Group
as a chef and later returned to Shenzhen from 1994 working as a head chef in a seafood restaurant
until he joined our Group in November 2004. Mr. Wong WH is also a director of Dragon Lake and
Wealth Club.

Mr. Wong WH is the brother of Mr. Wong WC and Ms. Wong Sau Yee.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Kwong Ping Man (B 3) (“Mr. Kwong”), aged 53, was appointed as our independent
non-executive Director on 15 December 2017. Mr. Kwong possesses over 24 years of experience in
accounting and administration. He is currently the managing director of O’park Corporate Services

Limited, a company primarily engaged in corporate advisory and company secretarial services.
Mr. Kwong’s primary working experience also includes:

Principal business

activity for the relevant

Name of organisation period Position Period of service

China Agroforestry Low-  Manufacture and Company secretary September 2009 —
Carbon Holdings wholesale of June 2013
Limited (formerly original equipment
known as “Jiangchen manufacture of
International Holdings branded products
Limited”) (a company and operations and
listed on the Main management of
Board (stock code: forestry
1069))

Karce International Conductive silicon Financial controller June 2008 -
Holdings Company rubber keypads, and company January 2009
Limited (currently electronic products secretary
known as “Starlight and printed circuit
Culture Entertainment boards

Group Limited”) (a
company listed on the
Main Board (stock
code: 1159))
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Principal business

activity for the relevant

Name of organisation period Position Period of service
Polyard Petroleum Development, Qualified accountant = March 2006 —
International Group manufacture and and company July 2007

(formerly known as
“Kanstar Environmental
Paper Products
Holdings Limited”) (a
company listed on the
GEM (stock code:
8011))

Sinobest Technology
Holdings Limited

The World Enterprise
Holdings Limited

Utilux (Asia) Limited

Mr. Kwong graduated from the Curtin University of Technology in Australia with a Bachelor of
Commerce in Accounting in August 1996. He obtained a Postgraduate Diploma in Corporate
Administration and a Master of Professional Accounting from the Hong Kong Polytechnic University
in November 1998 and November 2003, respectively. He is also a certified practising accountant of
the Australian Society of Certified Practising Accountants, a fellow member of the Hong Kong

Institute of Certified Public Accountants, and an associate member of each of the Hong Kong Institute

sale of pulp and
paper products

Provision of
computer and
network system
integration
services, and
application
software

development

Manufacture and sale
of jewellery,
optical and fashion

products

Manufacture of and
trade in electronic

connector

secretary

Chief financial

officer

Part-time
Accountant/

Accountant

Accountant

September 2000 —
April 2003

February 1997 —
November 1998

October 1992 -
November 1994

of Company Secretaries and the Institute of Chartered Secretaries and Administrators.
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In the three years preceding the date of this prospectus, Mr. Kwong has held directorships in the

following listed companies:

Name of company

Principal business
activity for the relevant

period

Position

Period of service

Royal Deluxe Holdings
Limited (a company
listed on the Main
Board (stock code:
3789))

Clear Lift Holdings
Limited (currently
known as “Hao Tian
International
Construction
Investment Group
Limited”) (a company
listed on the Main
Board (stock code:
1341))

Group Sense
(International) Limited
(a company listed on
the Main Board (stock
code: 601))

Elegance Optical
International Holdings
Limited (a company
listed on the Main
Board (stock code:
907))

Formwork erection
as well as related
ancillary services

Rental of and trading
in construction
machinery and
parts, and
transportation

services

Design, manufacture
and sale of
original design
manufacturing
electronic
dictionary
products, personal
communication
products and other
magnesium related
products

Manufacture of and
trading in optical
frames and

sunglasses

Independent non-
executive director

Independent non-

executive director

Independent non-

executive director

Independent non-
executive director
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January 2017 to
present

October 2015 to
March 2017

March 2015 to
present

May 2014 to April
2017
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Name of company

Principal business
activity for the relevant

period

Position

Period of service

Tang Palace (China)
Holdings Limited (a
company listed on the
Main Board (stock
code: 1181))

Century Sunshine Group
Holdings Limited (a
company listed on the
Main Board (stock
code: 509))

China Candy Holdings
Limited (a company
listed on the GEM
(stock code: 8182))

Yat Sing Holdings
Limited (a company
listed on the Main
Board (stock code:
3708))

Mr. Kwong was a director of the following companies incorporated in Hong Kong prior to their

Restaurant operations
and food
production

Trading in fertiliser,
Magnesium
products and

metallurgical flux

Manufacture of
candies

Building maintenance
and renovation

service provider

Independent non-
executive director

Independent non-
executive director

Independent non-
executive director

Independent non-
executive director

March 2011 to

present

September 2004 to
present

October 2015 -
February 2016

December 2014 —
March 2016

dissolutions (but not due to members’ voluntary winding-up) with details as follows:

Name of Company

Nature of business
immediately prior to

dissolution

Date of dissolution

Keenlex Holdings Limited

(fJEE A B 7)) (Note 1)

Fairy Farm (International) Holdings Limited

(ML R (2 P58 #2 1 A7 BR A B) (Note 1)

Global Wheel International Limited
(SR [ PR A PR A (Note 1)

Ceased business

Food & beverage

operations

Trading of oil meters
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Nature of business

immediately prior to

Name of Company dissolution Date of dissolution

Evertech International Creation Limited Trading of LED 14 April 2014
(2 B B A A BR A \]) (Note 1) lights

Guoye (HK) Construction & Decoration Limited Ceased business 13 December 2013

(0 3 (o R S il T2 A BRA )) (Note 1)

Wai Yuan (Hong Kong) Limited Ceased business 25 November 2011
IR () A IR A (Note 1)

Dakini Marketing Limited (Note 2) Trading of 4 November 2016
accessories

Grand Trading Horizon Limited (Note 2) Trading and 3 March 2017
consultancy

O’ Park Cyber Limited (Note 2) Ceased business 3 March 2017

Grand Trading International Company Limited Consultancy 4 August 2017

(RE B BE 5 A BRA ) (Note 2)

Sports-Led Limited (Note 2) Ceased business 1 September 2017

Notes:

Keenlex Holdings Limited, Fairy Farm (International) Holdings Limited, Global Wheel International Limited,
Evertech International Creation Limited, Guoye (HK) Construction & Decoration Limited and Wai Yuan (Hong Kong)
Limited were deregistered under section 291AA of the Predecessor Companies Ordinance. Under section 291AA of
the Predecessor Companies Ordinance, an application for deregistration can only be made if: (a) all members of the
company agree to such deregistration; (b) the 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; and (c) such

company has no outstanding liabilities.

Dakini Marketing Limited, Grand Trading Horizon Limited, O’ Park Cyber Limited, Grand Trading International
Company Limited and Sports-Led Limited were deregistered under section 751 of the Companies Ordinance. Under
section 750 of the Companies Ordinance, an application for deregistration can only be made if: (a) all members of the
company agree to such deregistration; (b) the company has not commenced business or operation, or has not been in
operation or carried on business during the three months immediately before the application; (c) such company has
no outstanding liabilities; (d) such company is not a party to any legal proceedings; (e) such company’s asset do not
consist of any immovable property situated in Hong Kong; and (f) if such company is a holding company, none of its
subsidiary’s assets consist of any immovable property situated in Hong Kong.
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Mr. Kwong confirmed that there was no wrongful act on his part leading to the above
dissolutions of Keenlex Holdings Limited, Fairy Farm (International) Holdings Limited, Global
Wheel International Limited, Evertech International Creation Limited, Guoye (HK) Construction &
Decoration Limited, Wai Yuan (Hong Kong) Limited, Dakini Marketing Limited, Grand Trading
Horizon Limited, O’Park Cyber Limited, Grand Trading International Company Limited and
Sports-Led Limited which were solvent immediately prior to their dissolutions, and he is not aware
of any actual or potential claim that has been or will be made against him as a result of the

dissolutions of these companies.

Mr. Lin Zhisheng (%A% 4) (“Mr. Lin”), aged 55, was appointed as our independent

non-executive Director on 15 December 2017.

Mr. Lin had worked as a deputy program director of the Executive Master of Business
Administration program for the School of Business and Management of Hong Kong University of
Science and Technology from January 2002 to July 2009. From September 2011 to September 2013,
Mr. Lin was appointed as the consultant of Hong Kong branch of the International Finance Forum.
He had been serving as the chief executive officer (executive) of Asia United Broadcasting Limited
from October 2014 to October 2017. Mr. Lin has also been the legal representative of A R Evans
Technology Partners (Hong Kong) Limited and Beijing Blue Era International Technology
Development Company Limited (b5 B85 RF AR BERH 82 A BR A 7)) since May 2016 and
October 2016, respectively. He is currently serving as the general manager of Tian Hua Hua Wen
(HK) Motion Picture Investment Limited and the director of Multi Vision Media (Hong Kong) Co.,
Limited.

Mr. Lin was a member of the Advisory Committee for School of Professional Education and
Executive Development of The Hong Kong Polytechnic University from 2006 to 2008 and a member
of the Advisory Committee for the College of Professional and Continuing Education from November
2012 to October 2016, respectively. In July 2011, Mr. Lin was awarded a diploma of membership
from Les Amis d’Escoffier Society. In April 2015, Mr. Lin became the honorary president of China
Star Light Charity Fund Association.

Mr. Lin completed a postgraduate course of Litigation Law at the China University of Political
Science and Law in December 2011. He also obtained a degree of Doctor of Business Administration
from Victoria University in November 2012 and a Master Degree of European and Law through

distance learning from University of Hamburg, Germany in July 2014.
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Mr. Lin was a director of the following companies incorporated in Hong Kong prior to their

dissolution (but not due to members’ voluntary winding-up) with details as follows:

Name

Nature of business
immediately prior to

of Company dissolution Date of Dissolution

CHM Media Limited Travel magazine 17 February 2017
(P LR A RS A SR A ) (Note 1) operations

Hong Kong And Macau Travelers Information Tourist information 12 June 2015

Platform Limited platform
(B B HITEMTFaHERAR) (Note 2) operations

Bright Profit Industrial Limited Import & export 24 December 2004
GRFEEARATA]) (Note 3) trading

Notes:

CHM Media Limited was deregistered under section 751 of the Companies Ordinance. Under section 750 of the
Companies Ordinance, an application for deregistration can only be made if: (a) all members of the company agree
to such deregistration; (b) the company has not commenced business or operation, or has not been in operation or
carried on business during the three months immediately before the application; (c) such company has no outstanding
liabilities; (d) such company is not a party to any legal proceedings; (e) such company’s asset do not consist of any
immovable property situated in Hong Kong; and (f) if such company is a holding company, none of its subsidiary’s

assets consist of any immovable property situated in Hong Kong.

Hong Kong And Macau Travelers Information Platform Limited was struck off and dissolved pursuant to section 746
of the Companies Ordinance. Under section 746 of the Companies Ordinance, (1) after publishing a notice under
section 744(3) or 745(2)(b), the registrar may, unless cause is shown to the contrary, strike the company’s name off
the Companies Register at the end of 3 months after the date of the notice; (2) the registrar must publish in the Gazette
a notice indicating that the company’s name has been struck off the Companies Register; and (3) on publication of the

notice under subsection (2), the company is dissolved.

Bright Profit Industrial Limited was deregistered under section 291AA of the Predecessor Companies Ordinance.
Under section 291 AA of the Predecessor Companies Ordinance, an application for deregistration can only be made if:
(a) all members of the company agree to such deregistration; (b) the 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; and (c) such company has no outstanding liabilities.

Mr. Lin confirmed that there was no wrongful act on his part leading to the above dissolutions

of CHM Media Limited, Hong Kong And Macau Travelers Information Platform Limited and Bright

Profit Industrial Limited, which were solvent immediately prior to their dissolutions, and he is not

aware of any actual or potential claim that has been or will be made against him as a result of the

dissolutions of these companies.
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Mr. Chang Cheuk Cheung Terence (3k¥J#¥) (“Mr. Chang”), aged 70, was appointed as our
independent non-executive Director on 15 December 2017. Mr. Chang has over 27 years of

experience in education. Mr. Chang’s primary working experience is set out below:

Principal business

Name of organisation activity Position Period of service

Jockey Club Ti-I College  N/A Principal I January 1989 to
August 2000

Diocesan Boys’ School N/A Headmaster September 2000 to
August 2012

SIU Group Limited International trading  Director September 2012 to
services including October 2014
product design and
development,
quality controls
from raw materials
sourcing to
finished goods,

and total logistics

solutions
Glory Wisdom Provision of Director November 2012 to
International Limited marketing present

consultant services
and the preparation
of articles for
newspaper

agencies

St. Hilary’s Kindergarten = N/A Supervisor November 2015 to

present

Mr. Chang graduated from The University of Hong Kong with a Bachelor degree in Arts in
November 1970. He obtained a Postgraduate Diploma in Education from The Chinese University of
Hong Kong and a Master of Education from Harvard University in December 1976 and June 1981,

respectively.
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In the three years preceding the date of this prospectus, Mr. Chang has held directorship in the

following listed company:

Principal business

Name of company activity Position Period of service
Speedy Global Holdings Apparel supply chain Independent non- 24 December 2012 to
Limited (a company servicing business; executive director present
listed on the Main and property
Board (stock code: development and
540)) investment

Mr. Chang was a director of the following company incorporated in Hong Kong prior to its

dissolution (but not due to members’ voluntary winding-up) with details as follows:

Nature of business

immediately prior to

Name of company dissolution Date of dissolution

Main Goal Development Limited Education 11 December 2015
(& JRA RAF]) (Note 1) consultancy

Note:

1. Main Goal Development Limited was deregistered under section 751 of the Companies Ordinance. Under section 750

of the Companies Ordinance, an application for deregistration can only be made if: (a) all members of the company
agree to such deregistration; (b) the company has not commenced business or operation, or has not been in operation
or carried on business during the three months immediately before the application; (c¢) such company has no
outstanding liabilities; (d) such company is not a party to any legal proceedings; (e) such company’s asset do not
consist of any immovable property situated in Hong Kong; and (f) if such company is a holding company, none of its

subsidiary’s assets consist of any immovable property situated in Hong Kong.

Mr. Chang confirmed that Main Goal Development Limited was solvent immediately prior to its
dissolution and there was no wrongful act on his part leading to its dissolution and he is not aware
of any actual or potential claim that has been or will be made against him as a result of the dissolution

of Main Goal Development Limited.

Save as disclosed in this prospectus, each of our Directors (i) had no interest in the Shares
within the meaning of part XV of the SFO as at the Latest Practicable Date; (ii) is independent from,
and not related to, any Directors, substantial shareholders, Controlling Shareholders, or senior
management of our Company; and (iii) did not hold any other directorships in public companies the
securities of which are listed on any securities market in Hong Kong or overseas in the three years

prior to the Latest Practicable Date.
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Save as disclosed in this prospectus, to the best of the knowledge, information and belief of our
Directors having made all reasonable enquiries, there was no other matter with respect to the
appointment of our Directors that needs to be brought to the attention of our Shareholders and there
was no information relating to our Directors that is required to be disclosed pursuant to Rule 17.50(2)
of the GEM Listing Rules as at the Latest Practicable Date.

SENIOR MANAGEMENT

The following table sets forth certain information of the senior management of our Group:

Relationship
Date of with other
Date of appointment Directors and
Present joining our as senior Roles and senior
Name Age position Group management responsibilities management
Mr. Chan Ka Nam 34 Financial 8 July 2016 8 July 2016 Overseeing financial None
(B ) Controller reporting, financial
and planning, financial
Company control and company
Secretary secretarial matters of
our Group
Mr. Leung Woon Hing 49 Executive Chef 1 September 1 September Overseeing the kitchen None
30 2005 2005 operations, food
quality control and
developing new
dishes
Mr. Ng Yick Kit 65 Chief 1 June 2016 1 June 2016 Overseeing the None
(S FAE Operating operations of our
Officer restaurants
Ms. Wan Pik Yuk Janet 56 Chief 2 October 2009 1 January 2014 Management and None
(%) Administrative administration of our
Officer restaurants
Ms. Wong Sau Yee 47 General 13 August 2007 13 August 2007 Management and Sister of Mr.
(BEHH) Manager administration of the =~ Wong WC
PRC restaurant and Mr.
Wong WH
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Mr. Leung Woon Hing (3 8) (“Mr. Leung”), aged 49, is the executive chef of our Group.
Mr. Leung joined our Group as the chief chef in September 2005 and was promoted to executive chef
in November 2008. Mr. Leung is primarily responsible for overseeing the kitchen operations, food
quality control and developing new dishes. Mr. Leung has over 29 years of experience in working as
a chef in Chinese restaurants. He entered the Chinese restaurant industry as a chef in a vegetarian
restaurant in 1987. He joined the Lei Garden Restaurant Group in March 1988 and later was invited
to Taiwan to promote the Cantonese seafood cuisine in 1991. In 