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EXPECTED TIMETABLE®

If there is any change in the following expected timetable of the Share Offer, we will issue an

announcement on the website of the Stock Exchange at www.hkexnews.hk.

2016"

Application lists open'® ... .. ... ... 11:45 a.m. on Friday, 11 March

Latest time to lodge WHITE and YELLOW
Application Forms and to give electronic
application instruction to HKSCC .. ...... ... ... .. .. ... 12:00 noon on Friday, 11 March

Application lists close . ....... ... .. .. .. . . . . ... 12:00 noon on Friday, 11 March

Expected Price Determination Date'® .. ... ... ... ... ... ... ... .. ... ..., Monday, 14 March

Announcement of the final Offer Price, the level of
indication of interest in the Placing, the level of
applications in the Public Offer and the basis of
allocation of the Public Offer Shares to be
published in The Standard (in English) and the
Hong Kong Economic Times (in Chinese) and on
the website of the Company at

www.kh-holdings.com and the website of the

Stock Exchange at www.hkexnews.hk on .......................... Thursday, 17 March

Results of allocations in the Public Offer (with
successful applicants’ identification document
numbers, where applicable) to be available
through a variety of channels (see the section
headed “How to Apply for Public Offer Shares —
10. Publication of Results” in this prospectus)
TTOM . o Thursday, 17 March

Results of allocations in the Public Offer will be

available at www.unioniporesults.com.hk with a

“search by ID Number/Business Registration
Number” function from . . ... .. . . . . e Thursday, 17 March

Despatch/Collection of share certificates in respect
of wholly or partially successful applications
pursuant to the Public Offer on™® .. ... ... ... .. .. . Thursday, 17 March
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Despatch/Collection of refund cheques in respect of

wholly or partially successful applications if the

final Offer Price is less than the price payable on

application (if applicable) and wholly or partially

unsuccessful applications pursuant to the Public
Offer on' . . Thursday, 17 March

Dealings in Shares on the Stock Exchange expected

O COMMENCE ON . . o v vt e v e e e e e e e e e e e e e e e e e e e e s s Friday, 18 March

Notes:

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

If there is a “black” rainstorm warning signal or a tropical cyclone warning signal number 8 or above is in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 11 March 2016, the application lists will not open on
that day. For further information please refer to the section headed “How to Apply for Public Offer Shares — 9. Effect
of Bad Weather on the Opening of the Application Lists” in this prospectus.

The Offer Price is expected to be determined by agreement between us and AOCL (acting for itself and on behalf of the
Underwriters) on or before 8:00 p.m. on Monday, 14 March 2016. The Offer Price will be not more than HK$0.95 per
Offer Share and is currently expected to be not less than HK$0.80 per Offer Share, unless otherwise announced. Investors
applying for Public Offer Shares must pay, on application, the maximum Offer Price of HK$0.95 per Offer Share,
together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%, subject to
refund if the Offer Price is lower than HK$0.95 per Offer Share.

AOCL (acting for itself and on behalf of the Underwriters) may, with our consent, reduce the number of the Offer Shares
and/or the indicative Offer Price range stated in this prospectus at any time prior to the morning of the last day for
lodging applications under the Public Offer. In such case, a notice of the reduction of the number of the Offer Shares
and/or the indicative Offer Price range will be published in The Standard (in English) and the Hong Kong Economic
Times (in Chinese), not later than the morning of the last day for lodging applications under the Public Offer. If, for any
reason, the Offer Price is not agreed between us and AOCL (acting for itself and on behalf of the Underwriters) on or
before 5:00 p.m. on Tuesday, 15 March 2016, the Share Offer will not proceed and will lapse.

Applicants who apply with WHITE Application Forms for 1,000,000 or more Public Offer Shares under the Public Offer
and have provided all information required by their Application Forms, they may collect their refund cheques and share
certificates (as applicable) in person from our Hong Kong Share Registrar, Union Registrars Limited at A18/F., Asia
Orient Tower, Town Place, 33 Lockhart Road, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, 17 March
2016. Applicants being individuals who opt for personal collection must not authorise any other person to make
collection on their behalf. Applicants being corporations who opt for personal collection must attend by their authorised
representatives bearing a letter of authorisation from their corporation stamped with the corporation’s chop. Both
individuals and authorised representatives of corporations must produce, at the time of collection, identification and
(where applicable) documents acceptable to our Hong Kong Share Registrar.

Applicants who apply with YELLOW Application Forms for 1,000,000 or more Public Offer Shares under the Public
Offer and have provided all information required by their Application Forms, they may collect their refund cheques
(where relevant) in person but may not collect their share certificates, which will be deposited into CCASS for credit
to their designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate.
The procedures for collection of refund cheques for YELLOW Application Form applicants are the same as those for
WHITE Application Form applicants.
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Uncollected share certificates (if applicable) and refund cheques (if applicable) will be despatched by ordinary post and
at the own risk of the applicants shortly after the expiry of the time for collection at the date of despatch of share
certificates and refund cheques as described in the section headed “How to Apply for Public Offer Shares — 13.

Despatch/Collection of Share Certificates and Refund Monies” in this prospectus.

5. Share certificates for the Offer Shares are expected to be issued on Thursday, 17 March 2016 but will only become valid
certificates of title provided that the Share Offer becomes unconditional in all respects and neither of the Underwriting

Agreements has been terminated in accordance with its terms before 8:00 a.m. on the Listing Date.

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

Share certificates will only become valid certificates of title of the Shares to which they
relate provided that the Share Offer has become unconditional in all respect and neither of the
Underwriting Agreements has been terminated in accordance with its terms at any time prior to
8:00 a.m. on the Listing Date. Investors who trade the 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.

— iii —
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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” in this prospectus. You should read
that section carefully before you decide to invest in the Offer Shares.

BUSINESS OVERVIEW

We are principally engaged in the provision of foundation services in Hong Kong. We have six
projects in progress and two projects which are yet to commence with a total estimated remaining
contract value as at 31 December 2015 of approximately HK$236.0 million. Our projects in progress
as at 31 December 2015 and projects which are yet to commence are expected to be completed during
the period from January 2016 to April 2017. Further details of our projects are set out in the section
headed “Business — Our foundation projects” in this prospectus. According to the Ipsos Report, the
revenue of our Group for the year ended 31 March 2015 represented around 1.8% of the total revenue
generated from the whole foundation industry in Hong Kong in 2014. Our business is generally
undertaken by our key operating subsidiary, namely K. H. Foundations, as a foundation contractor in
Hong Kong.

Our foundation services

The foundation works undertaken by us mainly include ELS works, pile cap construction,
socketed H-piling, driven H-piling, large diameter bored piling and mini piling. We undertake
foundation projects in both the public sector, including building and infrastructure related projects,
and the private sector, which are mostly building related projects. Income from foundation works
represented all of our revenues, which were derived in Hong Kong, for the Track Record Period.

The following table sets forth a breakdown of our revenue by sector during the Track Record
Period:

Year ended 31 March Six months ended 30 September
2013 2014 2015 2014 2015
HK$'000 % HK$’000 % HK$’000 % HK$’000 % HK$’000 %

(unaudited)

Revenue
— Private sector 83,152 47.6 152,156 65.1 332,511 93.1 154,623 90.2 290,000 98.3
— Public sector 91,521 52.4 81,452 34.9 24,802 6.9 16,831 9.8 4,886 1.7

174,673 233,608 357,313 171,454 294,886

Our Directors believe that there were more opportunities for our Group to handle foundation
projects in the private sector during the Track Record Period, however, we do not tend to shift our
entire focus to private projects and we will not intentionally reallocate all of our resources from public
projects to private projects in future. For further details of our foundation services and financial
information, please refer to the sections headed “Business” and “Financial Information” in this
prospectus.

Tendering

The foundation projects undertaken by us are mainly contracted to us by way of restricted tender
and open tender from our customers who are mainly the Main Contractors and project employers
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including the Government departments in the public sector or property developers/owners in the
private sector in Hong Kong. Our Directors confirm that invitations from our customers are sent to
several contractors who are on their list of approved contractors under the restricted tender
arrangement.

Customers

Our customers include the Main Contractors of the construction industry in Hong Kong, who
contract the foundation works to us on a project-to-project basis. The Main Contractors, either
engaged by the Government departments in the public sector or property developers/owners in the
private sector, are normally responsible for (i) overseeing the progress of the whole construction
project; (ii) subcontracting different work tasks (such as foundation works) of the construction project
to contractors; and (iii) supervising contractors for handling the delegated jobs. In some cases, we are
directly engaged by the project employers who are the relevant Government departments in the public
sector or property developers/owners in the private sector in Hong Kong on a project-to-project basis.

For the three years ended 31 March 2015 and the six months ended 30 September 2015, our five
largest customers accounted for approximately 93.3%, 82.4%, 86.5% and 99.0% of our revenue
respectively; and our largest customer accounted for approximately 34.0%, 23.2%, 53.7% and 60.1%
of our revenue respectively. We have not entered into any long-term master contract with any of these
customers. For further details of our major customers’ profile, please refer to the section headed
“Business — Tendering and customers — Major customers’’ in this prospectus.

Suppliers

As at 30 September 2015, there were over 70 suppliers on our list of approved suppliers.
Generally, unless our customers specify, we select our suppliers from our list of approved suppliers
based on their prices, quality, past performances and capacity. None of our suppliers has entered into
long-term supply agreement with us. Our largest supplier accounted for approximately 60.4%, 39.8%,
28.5% and 71.2% of our total material costs for the three years ended 31 March 2015 and the six
months ended 30 September 2015 respectively; and our five largest suppliers accounted for
approximately 97.5%, 86.2%, 79.0% and 96.6% of our total material costs for the three years ended
31 March 2015 and the six months ended 30 September 2015 respectively. For further details of our
major suppliers’ profile, please refer to the section headed ‘‘Business — Suppliers’ in this prospectus.

Subcontractors

As we focus on business activities including project review and quotation, foundation design,
co-ordination, project management and other supervisory work, we subcontract the site works such as
excavation, shoring and waling, drilling, concreting, rebar fixing, percussive piling, formwork
erection and debris disposal etc. to internally approved subcontractors by entering into separate
subcontracts with them. We maintain a list of approved subcontractors who are assessed and approved
by us. We will select subcontractors from our approved subcontractors list based on their previous
experience, skills, present work load, price quotations and historical work quality. For further details
of our major subcontractors, please refer to the section headed ‘‘Business — Subcontractors’’ in this
prospectus.

Qualifications in Hong Kong

In order to undertake private sector foundation works, the foundation contractor is required to
be registered with the Buildings Department as a registered specialist contractor under the foundation
category unless the foundation contractor subcontracts those works to an appropriate registered
specialist contractor. With respect to public sector foundation works, in addition to the registration
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with the Buildings Department as a registered specialist contractor under the foundation category, the
foundation contractor must be registered with the relevant Government departments or public
organisations. Details of the above are set forth under the section headed “Laws and regulations” in
this prospectus.

During the Track Record Period, all of our foundation contracts with our customers were entered
into by K. H. Foundations. The following table sets out our major contracting qualifications and
licences:

Relevant Government

departments or public Period of
organisation Description Category Qualification validity
Works Branch, Development  List of Specialist Land Piling Specialist List Group I — (Note 1)
Bureau Contractor for — Percussion Cast-in-situ
Public Works Concrete Pile
Specialist List Group 11
— Hand Dug Caisson — (Note 1)

— Precast Concrete Pile

— Precast Prestressed
Tubular Pile (PPTP)

— Rock-socketed Steel
H-pile in Pre-bored
Hole

— Steel H Pile

Buildings Department Private sector Foundation Works ~ Registered Specialist 20 June 2014 to

works Contractor 20 August 2017

Construction Industry List of Registered ~ Foundation and Registered under 17 June 2014 to
Council Subcontractor piling the Subcontractor 16 June 2016

Registration Scheme

Note 1:

<«

—” denotes not subject to any periodic renewal condition
COMPETITIVE LANDSCAPE OF THE FOUNDATION INDUSTRY IN HONG KONG
Situation of competition

The five largest players contributed approximately HK$9.4 billion to the Hong Kong foundation
industry in 2014, which accounted for approximately 48.3% of the total revenue of the Hong Kong
foundation industry in 2014. The revenue of the fifth largest player only accounted for around 6.3%
of the total revenue of the Hong Kong foundation industry in 2014.

According to the Ipsos Report, as of December 2015, there were over 130 registered contractors
under the Buildings Department as the Specialist Contractors (Sub-register of Foundation Works
Category). Also, there were 41 registered contractors under the Development Bureau as the Specialist
Contractors for Public Works under the land piling category. Furthermore, there were ten registered
contractors belong to the large diameter bored piling category and nine registered contractors belong
to the percussive piling category under the Housing Authority respectively. In 2014, these foundation
contractors contributed approximately HK$19.4 billion to the revenue of the construction industry in
Hong Kong.
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Factors of competition
Maintaining good relationships with customers, subcontractors and raw material suppliers

Maintaining good relationships with customers, subcontractors and raw material suppliers
enables the foundation contractors to stay competitive in the Hong Kong foundation industry. For
instance, the chance of winning construction contracts would be higher than their counterparts if the
foundation contractors could build a good and stable business relationship with the customers.
Furthermore, Main Contractors in the construction industry tend to outsource their foundation works
to the foundation contractors with better working experience in the past. In addition, by maintaining
good relationships with raw material suppliers, the foundation contractors would enjoy higher
flexibility on sourcing resources and executing the foundation works.

Higher flexibility on meeting requirements and timeline

Customers and Main Contractors prefer to work with the foundation contactors who are able to
meet the requirements and timeline. Flexibility on meeting the requirements and timeline is therefore
one of the important factors of competition in this industry. The foundation contractors with a higher
flexibility generally possess a higher capability in sourcing and allocating all the related resources
such as raw materials, specialised foundation machineries and workers. As a result, the foundation
contractors with a higher flexibility would stand a higher chance to win construction projects.

Better reputation with proven track record and safety record

The foundation contractors who have established good reputation normally have proven track
record and safety record. In general, a foundation contractor would be seen as holding proven track
record if the contractor can complete the projects on time, providing good quality of foundation works
and possessing a capability of meeting safety and environmental requirements. In addition to that,
foundation contractors who have proven safety record are also more competitive than their
counterparts. Since injuries and casualties would bring lengthy and expensive lawsuits to all the
parties that are involved in the projects, holding proven safety record would give customers and Main
Contractors an impression that the foundation contractors stand a lower chance in facing the lawsuits
about labour injuries and casualties.

Competitive pricing of projects

The project pricing would be one of the major competition factors to attract customers and Main
Contractors in the foundation industry in Hong Kong. Pricing strategies allow the players to
differentiate among their competitors. The foundation contractors who offer high quality of foundation
works with reasonable project fees are in general more competitive than their counterparts.

COMPETITIVE STRENGTHS

We believe that our competitive strengths will enable us to maintain our position as one of the
active market players in the Hong Kong foundation industry. Our competitive strengths include the
following:

(i) we are an established foundation contractor;
(ii) experienced management and professional project management teams;

(iii) flexibility and capability to provide foundation designs, contribute advices and make
appropriate adjustments;
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(iv) our extensive network with our major suppliers and subcontractors; and

(v) stringent quality control and commitment to high health and safety standard and
environmental management.

Details of our Group’s competitive strengths are set out in the section headed “Business —
Competitive strengths” in this prospectus.

BUSINESS STRATEGIES

We plan to expand our scale by continuing to acquire more advanced machinery and to hire more
staff. In this regard, we expect around 15 additional staff, including project managers and experienced
engineering staff to be hired by the year ending 31 March 2019. Machinery and equipment including
pile drivers, hydraulic hammers and other related accessory equipment for foundation works will be
acquired from time to time in the next five to six years with an aim to increase our Group’s capacity.
Our Directors believe that by expanding our scale of operation, we will be able to (i) participate in
larger foundation projects; (ii) broaden our customer base by meeting the pre-qualifications set by
potential customers to be their approved foundation works contractor; and (iii) have additional
manpower to further strengthen our quality assurance which is of utmost importance to our Group’s
competiveness and ongoing development in the Hong Kong foundation industry.

OUR FOUNDATION PROJECTS

The following table sets out the details of the foundation projects in progress commenced during
the Track Record Period in the ascending order by their commencement dates as at 31 December 2015:

Approximate
Remaining percentage
Expected contract value of completion
Project project Awarded as at as at
Type of  Type of commencement completion contract 31 December 31 December
Location of project project  works date date value 2015 2015
(HK$ million)  (HK$ million) (%)
Hong Kong Island South, Private ~ Foundation Aug 2013 Mar 2016 348.8 4.9 98.6%
Hong Kong (residential works and
building) (Project 14) ELS works
Sai Kung, New Territories Private Foundation Oct 2014 Jan 2016 87.3 1.4 98.4%
(residential building) works, ELS
(Project 16) works and pile
caps
Lantau Island, New Public Foundation Nov 2014 Mar 2016 34.1 22.0 35.5%
Territories (public works
facilities) (Project 15)
Central Kowloon Private ~ Foundation Feb 2015 Apr 2016 302.5 44.1 85.4%
(residential building) works, ELS
(Project 17) works and pile
caps
Further details of the aforesaid projects are set out in the section headed “Business — Our

foundation projects” in this prospectus.
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The following table sets out the details of foundation projects which are awarded after the Track
Record Period and commenced before the Latest Practicable Date:

Approximate
Remaining percentage
Expected contract value of completion
Project project Awarded as at as at
Type of  Type of commencement completion contract 31 December 31 December
Location of project project  works date date value 2015 2015
(HK$ million)  (HKS$ million) (%)
West Kowloon (Project 20) Private ~ Foundation December 2015  January 2017 34.0 34.0 nil
works
Lantau Island (Project 21) Private Foundation December 2015  December 70.4 70.4 nil
works and 2016
ELS works
Further details of the aforesaid projects are set out in the section headed “Business — Our

foundation projects” in this prospectus.

Our Directors estimated that the revenue in relation to the aforesaid six projects in progress to
be recognised for the year ending 31 March 2016 is approximately HK$487.3 million.

Our success rates for tenders submitted in the three years ended 31 March 2015 were
approximately 5.3%, 9.5% and 14.8% respectively. The breakdown of our tenders submitted with
quotations and success rates during the corresponding periods by sector is set out below:

Year ended 31 March

2013 2014 2015
Number of submitted tenders
° Private 15 14 21
° Public 4 7 6
Success rates
° Private nil 14.3% 14.3%
° Public 25.0% nil 16.7%

The breakdown of our tenders submitted with quotation for the six months ended 30 September
2015, and after the Track Record Period and up to 31 December 2015 by sector is set out below:

After the Track Record

Six months ended Period and up to
30 September 2015 31 December 2015
Number of submitted tenders
e Private 11 14
e Public 5 4
Number of projects awarded
e Private nil 2
e Public nil 2
Pending notification from customers as
at 31 December 2015
e Private 10 (note) 12
e Public 5 2

Note: For one of the 11 tenders submitted in relation to the private sector during the six months ended 30 September
2015, the respective project employer decided to cancel the project.
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The tender results will be made known to us usually within approximately three to six months
after our submission.

The following table sets out the details of foundation projects which are awarded after the Track
Record Period and yet to commence as at the Latest Practicable Date:

Expected
Project project
Type of commencement completion
Location of project project  Type of works date date Project value
(HK$ million)
East Kowloon (Project 18) (note) Public Foundation works April 2016 November 14.3
and ELS works 2016
East Kowloon (Project 19) (note) Public ELS works September 2016 April 2017 44.9

Note: As at the Latest Practicable Date, acceptance notification has been received from the respective customer.

Further details of the aforesaid projects are set out in the section headed “Business — Our
foundation projects” in this prospectus.

FINANCIAL INFORMATION

Selected data in the combined statements of profit or loss and other comprehensive income
and statements of financial position

Six months ended

Year ended 31 March 30 September
2013 2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Revenue 174,673 233,608 357,313 171,454 294,886

Gross profit 22,086 45,794 70,336 31,101 62,130
Profit and total comprehensive income for

the year/period 11,604 30,189 46,581 21,309 42,095

As at

As at 31 March 30 September

2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

Total current assets 74,561 150,715 224,170 185,663

Total current liabilities 81,699 130,331 181,573 129,662

Net current (liabilities)/assets (7,138) 20,384 42,597 56,001

Net assets 3,777 33,966 80,547 97,442

Total assets 85,476 164,297 264,095 230,374
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Key financial ratios

The following table sets forth the Group’s key financial ratios for the Track Record Period:

Gross profit margin

Net profit margin before interest and tax
Current ratio

Quick ratio

Gearing ratio

Debt to equity ratio

Interest coverage

Return on total assets

Return on equity

Net profit margin

Trade receivables turnover days
Trade payables turnover days

As at/For the year ended 31

2013

12.6%
8.3%

0.91 times
0.88 times
811.2%
375.5%
33.6 times
13.6%
307.2%
6.6%

22.1 days
19.6 days

March

2014

19.6%
16.0%
1.16 times
1.14 times
154.9%
42.6%
48.2 times
18.4%
88.9%
12.9%
41.2 days
47.9 days

Breakdown of our cost of sales during the Track Record Period

2015

19.7%
16.3%
1.23 times
1.23 times
91.5%
57.1%
32.1 times
17.6%
57.8%
13.0%
60.9 days
73.5 days

As at/For the
six months

ended

30 September

2015

21.1%
17.9%
1.43 times
1.43 times
46.3%
25.0%
52.7 times
18.3%
43.2%
14.3%
36.0 days
47.8 days

The following table sets out a breakdown of our cost of sales during the Track Record Period:

Construction material costs
Concrete
Metal materials

Subcontracting charges
Staff costs

Machinery rental cost
Insurance

Testing fees

Parts and consumables
Depreciation
Transportation expenses
Others

Cost of sales

Revenue growth

Year ended 31 March

Six months
ended 30 September

2013 2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
24,630 39,070 87.985 31,708 91,562
2,380 6,952 10,819 8,967 11,541
22,250 32,118 77,166 22,741 80,021
81,964 101,546 140,492 79,391 96,095
14,329 19,127 20,511 9,639 15,135
5,756 3,691 3,644 1,389 3,536
3,059 3,562 1,847 1,124 3,402
3,166 1,924 3913 2,224 1,163
3,798 3,553 6,051 3,374 6,148
1,348 1,617 3,205 1,290 2,103
2,443 3,330 4,088 2,158 2,652
12,094 10,394 15,241 8,056 10,960
152,587 187,814 286,977 140,353 232,756

Our revenue increased by approximately 33.7% from approximately HK$174.7 million for the
year ended 31 March 2013 to approximately HK$233.6 million for the year ended 31 March 2014, and
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by approximately 53.0% from approximately HK$233.6 million for the year ended 31 March 2014 to
approximately HK$357.3 million for the year ended 31 March 2015, and by approximately 72.0% from
approximately HK$171.5 million for the six months ended 30 September 2014 to approximately
HK$294.9 million for the six months ended 30 September 2015, as a result of the increase in number
and size of foundation projects undertaken by us over the Track Record Period which was due to the
growth in the Hong Kong foundation industry benefited from the growth in the construction industry
in Hong Kong caused by the Ten Major Infrastructure Projects proposed in 2007 and the continual
hyperactive housing market driven by property investments and a growing population. According to
the Ipsos Report, the revenue of the foundation industry in Hong Kong grew by a double from about
HK$9.9 billion to about HK$19.4 billion, at a CAGR of about 18.3% from 2010 to 2014.

Gross profit margin

Our gross profit margin increased from approximately 12.6% for the year ended 31 March 2013
to approximately 19.6% for the year ended 31 March 2014. The increase in gross profit margin was
mainly attributable to the relatively high gross profit margins of Project 2 and Project 7 which
accounted for approximately 26.2% and 12.4% of our gross profit for the year ended 31 March 2014.
We improved the foundation designs of Project 2 and Project 7 during the project periods, which
reduced the total construction costs. As a result, the revised budgeted costs for the two projects
became lower than the original cost budgets, and accordingly Project 2 and Project 7 had higher gross
profit margins than our overall gross profit margin of approximately 19.6% for the year ended 31
March 2014. Our gross profit margin generally remained stable with a slight increase from
approximately 19.6% for the year ended 31 March 2014 to approximately 19.7% for the year ended
31 March 2015. Our gross profit margin for the six months ended 30 September 2015 further increased
to approximately 21.1% mainly attributable to Project 17, which commenced in February 2015 and
was in full swing during the six months ended 30 September 2015. Further details of the aforesaid
projects are set out in the section headed “Business — Our foundation projects” in this prospectus.

Trade receivables turnover days

Our trade receivables turnover days increased from approximately 22.1 days for the year ended
31 March 2013 to approximately 41.2 days for the year ended 31 March 2014 mainly attributable to
the recognition of our substantial project progress by our customers in the fourth quarter of the
financial year, in particular Project 14 which commenced in August 2013 and two written payment
approvals with aggregate value of approximately HK$23.6 million were issued by the customer of
Project 14 in March 2014. The increase in trade receivables turnover days from approximately 41.2
days for the year ended 31 March 2014 to approximately 60.9 days for the year ended 31 March 2015
was mainly attributable to the recognition of our substantial project progress by our customers in the
fourth quarter of the financial year, in particular Project 17 which commenced in February 2015 and
one of the written payment approvals of approximately HK$37.3 million was issued by the customer
of Project 17 in March 2015. The decrease in trade receivables turnover days from approximately 60.9
days for the year ended 31 March 2015 to approximately 36.0 days for the six months ended 30
September 2015 was mainly attributable to Project 17 which accounted for approximately 60.1% of
our revenue for the six months ended 30 September 2015. The credit term offered to the customer of
Project 17 was 30 days from the date of the customer’s written payment approval. In view of the on
time settlements of progress payments by the customer of Project 17, our trade receivables turnover
days decreased accordingly. Further details of the aforesaid projects are set out in the section headed
“Business — Our foundation projects” in this prospectus.

Trade payables turnover days

Our trade payables turnover days increased from approximately 19.6 days for the year ended 31
March 2013 to approximately 47.9 days for the year ended 31 March 2014 mainly attributable to the
payment applications submitted by our subcontractors in relation to their completed works in the
fourth quarter of the financial year; for instance, Project 14 which commenced in August 2013 and
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several payment applications with aggregate amount of approximately HK$8.5 million were received
from our subcontractors in late March 2014. The increase in trade payables turnover days from
approximately 47.9 days for the year ended 31 March 2014 to approximately 73.5 days for the year
ended 31 March 2015 was mainly attributable to the significant increase in our trade payables. Such
increase was due to (i) our significant progress for several projects, in particular Project 14, in the
fourth quarter of the year ended 31 March 2015 resulting in relatively high consumption of
construction materials and subcontracting services; (ii) the significant amounts of construction
materials ordered by us in the fourth quarter of year ended 31 March 2015 for our new projects, in
particular Project 17 which commenced in February 2015; and (iii) the additional time used for
following up some payment applications which was due to the prolonged process in agreeing the
application amounts with several subcontractors. The decrease in trade payables turnover days from
approximately 73.5 days for the year ended 31 March 2015 to approximately 47.8 days for the six
months ended 30 September 2015 was mainly attributable to subcontractor N, a new subcontractor and
also one of our five largest subcontractors for the six months ended 30 September 2015, who agreed
a payment term with our Group which the payment application would be submitted twice a month in
respect of the site works handled for Project 17 and settlement would be made within 30 calendar days
upon receiving the payment application. Accordingly, our trade payables turnover days decreased for
the six months ended 30 September 2015. Our Directors confirm that such exceptional payment term
is specifically for subcontractor N in Project 17 and one of our other subcontractors in Project 16 only.
Further details of the aforesaid projects are set out in the section headed “Business — Our foundation
projects” in this prospectus.

Further details of the analysis of key financial ratios and financial performance are set out in the
section headed “Financial information” in this prospectus.

Cash Flows

The following table sets forth the cash flows for the periods indicated:

For the six months

ended
Year ended 31 March 30 September
2013 2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Cash and cash equivalents at the
beginning of year/period (4,429) 14,151 15,875 15,875 3,267
Net cash generated from/(used in) operating
activities 16,940 7,163 (12,159) (5,703) 53,835
Net cash (used in)/generated from investing
activities (185) (20,106) (11,063) (10,440) 5,880
Net cash generated from/(used in) financing
activities 1,825 14,667 10,614 1,425 (54,504)
Net increase/(decrease) in cash and cash
equivalents 18,580 1,724 (12,608) (14,718) 5,211
Cash and cash equivalents at the end of
year/period 14,151 15,875 3,267 1,157 8,478

Net current liabilities and net cash used in operating activities

As at 31 March 2013, we had net current liabilities of approximately HK$7.1 million. The net
current liabilities position as at 31 March 2013 was primarily attributable to the short term advances
from our related companies of approximately HK$23.1 million as at 31 March 2013 for our business
operation, and were unsecured, interest free and repayable on demand. As at 31 March 2014, we
ceased to be in a net current liabilities position and we recorded net current assets of approximately
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HK$20.4 million. Such improvement in our net current assets position was primarily attributable to
(i) our revenue growth of approximately 33.7% for the year ended 31 March 2014 as compared to the
year ended 31 March 2013 resulting in the significant increase in our current assets; and (ii) a decrease
in our amounts due to related companies from approximately HK$23.1 million as at 31 March 2013
to approximately HK$3.8 million as at 31 March 2014 due to partial settlement. Further details of our
net current liabilities are set out in the section headed ‘‘Financial Information — Net current
(liabilities)/assets’ in this prospectus.

For the year ended 31 March 2015, we had net cash used in operating activities of approximately
HK$12.2 million, primarily as a result of profit before tax of approximately HK$56.3 million, adjusted
for (i) depreciation of approximately HK$3.4 million; (ii) a significant increase in trade and retention
receivables of approximately HK$52.7 million which was mainly due to the fact that we achieved
significant or new progress for three projects, namely Project 14, Project 16 and Project 17, in the year
ended 31 March 2015 (especially in the fourth quarter of the financial year) and such progress was
approved by our customers; (iii) a material increase in gross amounts due from customers for contract
work of approximately HK$41.6 million which was primarily due to the timing difference between the
project progress (in terms of percentage of project completion) recorded by us and the issuance of
written payment approval and billing of the projects, in particular Project 14 and Project 16; (iv) an
increase in trade and retention payables of approximately HK$41.3 million which was mainly resulted
from the increases in the purchase of construction materials and subcontracting charges for two
projects, namely Project 14 and Project 17, for the year ended 31 March 2015; (v) a decrease in gross
amounts due to customers for contract work of approximately HK$13.4 million; and (vi) the income
tax paid of approximately HK$6.1 million. Further details of the aforesaid projects are set out in the
section headed “Business — Our foundation projects” in this prospectus.

For the six months ended 30 September 2014, we had net cash used in operating activities of
approximately HK$5.7 million, primarily as a result of profit before tax of approximately HK$25.8
million, adjusted for (i) a decrease in trade and retention receivables of approximately HK$22.2
million resulted from the payments received from our customers; (ii) an increase in gross amounts due
from customers for contract work of approximately HK$35.7 million; (iii) a decrease in amounts due
to customers for contract work of approximately HK$24.7 million resulted from the timing difference
between the project progress (in terms of percentage of project completion) recorded by us and the
issuance of written progress approval and billing of the projects; and (iv) a decrease in prepayments,
deposits and receivables of approximately HK$3.2 million. Further details of our net cash used in
operating activities are set out in the section headed “Financial Information — Liquidity and capital
resources — Net cash generated from/(used in) operating activities” in this prospectus.

Our net current liabilities position and net cash used in operating activities in the past exposes
us to liquidity risks, details of which are set out in the section headed “Risk Factors — Risks relating
to our business in general” in this prospectus. Our future liquidity and the repayment of our
outstanding debt obligations when they become due will primarily depend on our ability to maintain
adequate cash inflows from operating activities and our ability to obtain adequate external financing.

RECENT DEVELOPMENT

The financial and operational performance of our Group is dependent on, among others, the
market conditions of the foundation industry in Hong Kong. Based on our Group’s unaudited
management accounts, the unaudited monthly average revenue for the nine months ended 31 December
2015 was higher than the monthly average revenue for the year ended 31 March 2015, which was
mainly due to the revenue contribution from a new project, namely Project 17 (please refer to the
section headed “Business — Our foundation projects” in this prospectus for further details of Project
17), which commenced in February 2015 and is expected to be completed in April 2016 with an
awarded contract value of approximately HK$302.5 million.

Save for the professional fees of approximately HK$9.3 million in connection with the Listing,
which will be recorded in our combined statement of profit or loss and other comprehensive income
for the year ending 31 March 2016, our Directors confirm that there has been no material adverse
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change in the operation, financial or trading position, or prospects of our Group since 30 September
2015 (being the date to which the latest audited combined financial statements of our Group were
prepared) and up to the date of this prospectus, and there is no event since 30 September 2015 and
up to the date of this prospectus which would materially affect the information shown in the
Accountants’ Report set out in Appendix I to this prospectus.

During the Track Record Period and up to the Latest Practicable Date, our Group was engaged
in two arbitration proceedings with a subcontractor in Hong Kong in relation to the dispute on the
valuation of the work done by the subcontractor in the respective subcontracts. Owing to the
Arbitration Ordinance (Chapter 609 of the Laws of Hong Kong) and the relevant arbitral rules, all
information about the arbitrations must remain confidential. Taking into account the respective
amount contested in these two arbitration proceedings and the nature of the arbitration proceedings,
our Directors are of the views that these two arbitration proceedings do not have any material financial
and operation impact on our Group. On the other hand, pursuant to the Deed of Indemnity, our
Controlling Shareholders have irrevocably and unconditionally, jointly and severally, agreed to
indemnify our Group against, among others, all loss and damages arising from these arbitration
proceedings that commenced before the Listing Date. Our Directors have assessed the maximum
liability on these arbitration proceedings that will affect the profit or loss during the Track Record
Period would be approximately HK$7.7 million.

Save as disclosed under the section headed “Business — Litigation, arbitration and potential
claims” in this prospectus, as at the Latest Practicable Date, no member of our Group nor any of our
Directors was subject to any claim, litigation, arbitration, bankruptcy, receivership proceedings, which
is of material importance to our Group. In addition, save for the potential claim set out in the section
headed “Business — Litigation, arbitration and potential claims” in this prospectus, our Group or any
of our Directors is not threatened by any potential claim, litigation, arbitration, bankruptcy or
receivership proceeding, which is of material importance.

LISTING EXPENSES

The total expenses for the Listing are estimated to be approximately HK$18.3 million based on
an Offer Price of HK$0.875 (being the mid-point of the Offer Price range stated in this prospectus),
of which approximately HK$6.4 million is directly attributable to the issue of new Shares to the public
and to be accounted for as a deduction from equity, approximately HK$2.6 million was charged to
profit or loss of our Group during the year ended 31 March 2015 and approximately HK$9.3 million
is to be charged to profit or loss of our Group for the year ending 31 March 2016.

USE OF PROCEEDS

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 and assuming that the
Offer Size Adjustment Option is not exercised at all and an Offer Price of HK$0.875, being the
mid-point of the Offer Price range, of approximately HK$69.2 million as follows:

o approximately HK$27.7 million or approximately 40% of the net proceeds will be used for
the operation of prospective projects such as Project 18 and Project 19 (please refer to the
section headed “Business — Our foundation projects” in this prospectus for further details
of Project 18 and Project 19) which are expected to commence in April 2016 and September
2016 respectively;

° approximately HK$13.8 million or approximately 20% of the net proceeds for the hiring of
15 additional staff including project managers and experienced engineering staff by the
year ending 31 March 2019;

° approximately HK$20.8 million or approximately 30% of the net proceeds for purchasing
machinery and equipment in the next five to six years; and
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° approximately HK$6.9 million or approximately 10% of the net proceeds will be used as
general working capital of our Group.

For further details, please refer to the section headed ‘‘Future plans and use of proceeds’ in this
prospectus.

DIVIDEND POLICY

In September 2015, our Group’s subsidiary, K. H. Holdings, declared and approved a special
dividend of HK$25.2 million. Such dividend was paid to the then shareholder during the Track Record
Period and settled by our Group’s internal resources. Our Directors consider that there was no material
adverse impact on our Group’s financial and liquidity position arising out of the dividend payment.
Subsequent to the Listing, our Group does not have any pre-determined dividend distribution ratio.

SHARE OFFER STATISTICS

Market capitalisation at Listing: HK$320 million to HK$380 million

Shares to be in issue following completion of the 400,000,000 Shares
Share Offer and Capitalisation Issue:

Offer size: 100,000,000 Shares
Offer Price: HK$0.80 to HK$0.95
Board lot: 4,000 Shares
Offering structure: 90,000,000 Shares for Placing and 10,000,000 Shares for
Public Offer
Unaudited pro forma adjusted net tangible assets HKS$0.41 to HK$0.45
per Share:

LITIGATION, ARBITRATION AND POTENTIAL CLAIMS

During the Track Record Period, we had been involved in a number of claims, litigations and
potential claims against our Group. The claims and charges against us are mainly related to (i)
personal injuries claims; and (ii) environmental charges. None of the claims or charges is related to
any disputes with the customers of our Group. As at the Latest Practicable Date, save as disclosed in
this prospectus, there was no outstanding legal or arbitration proceedings against us. For further
details, please refer to the section headed ‘“‘Business — Litigation, arbitration and potential claims”’
in this prospectus.

RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. More details of the risks we are exposed to are set out in the section
headed ‘‘Risk factors’ in this prospectus. Some of the risks which are considered to be material by
our Directors include: (i) our Group’s historical revenue and profit margin from foundation projects
may not be indicative of our future revenue and profit margin; (ii) we need to maintain qualifications
and registrations for the operation of our business; (iii) error or inaccurate estimation of project
duration and costs when determining the tender price may result in substantial loss incurred by us; (iv)
it is not uncommon in our industry to have numerous construction disputes, litigation and other legal
and arbitral proceedings. Our performance may be adversely affected by such construction disputes,
litigation and other legal and arbitral proceedings; and (v) our revenue relies on successful tenders of
foundation projects which are not recurrent in nature, and there is no guarantee that our customers will
provide us with new business or that we will secure new customers.
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In this prospectus, unless the context otherwise requires, the following expressions have the

following meanings:

“Ample Capital” or “Sponsor”

“AOCL”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”
“Board”

“business day”

“BVI”

“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

Ample Capital Limited, a licensed corporation to engage in
type 4 (advising on securities), type 6 (advising on corporate
finance) and type 9 (asset management) regulated activities
under the SFO, being the sponsor to the Share Offer

Ample Orient Capital Limited, a licensed corporation to
engage in Type | (dealing in securities) regulated activities
under the SFO, being one of the Joint Lead Managers

WHITE Application Form(s) and YELLOW Application
Form(s) or, where the context so requires, any of them to be
used in connection with the Public Offer

the articles of association of the Company conditionally
approved and adopted on 19 February 2016 (with effect from
the Listing Date), as amended, supplemented or otherwise
modified from time to time, a summary of which is set out in
Appendix III to this prospectus

has the meaning ascribed to it under the Listing Rules
the board of Directors

a day (excluding Saturday and Sunday and public holiday in
Hong Kong) on which licensed banks in Hong Kong are open
for general banking transactions to the public

the British Virgin Islands

Compound annual growth rate, a method of assessing the
average growth of a value over time

the issue of 299,990,000 new Shares to be made upon
capitalisation of certain sums standing to the credit of the
share premium account of our Company as referred to in the
section headed “Statutory and General Information — A.
Further Information about our Group — 3. Resolutions in
writing passed by the sole Shareholder on 19 February 2016”
in Appendix IV 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 general clearing participant
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“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“close associate(s)”

“Companies Law”

“Companies Ordinance”

“Company” or “our Company”

“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Reorganisation” or
“Reorganisation”

a person admitted to participate in CCASS as a custodian
participant

a person 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

has the meaning ascribed to it under the Listing Rules

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, as amended,
supplemented or otherwise modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended, modified and supplemented from time to
time

K. H. Group Holdings Limited, an exempted company with
limited liability incorporated under the laws of the Cayman
Islands on 23 July 2015

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules and
unless the context requires otherwise, refers to New Grace
Gain Limited, while Mr. Yeung, Mr. Lau and Mr. Yue is a
group of controlling shareholders of the Company. Mr. Yeung,
Mr. Lau and Mr. Yue through New Grace Gain Limited will
hold a 75% issued share capital of our Company immediately
after the Capitalisation Issue and the Share Offer (assuming
that the Offer Size Adjustment Option is not exercised),
details of which are disclosed in the section headed
“Relationship with Controlling Shareholders” in this
prospectus

has the meaning ascribed to it under the Listing Rules

the reorganisation of our Group conducted in preparation for
the Listing, details of which are set out in the section headed
“History and Corporate Structure — Our Group Structure” in
this prospectus
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“Deed of Indemnity”

>

“Deed of Non-Competition’

“Director(s)”

“Grace Gain”

“Gransing”

>

“Group” or “our Group” or “we”

or “our” or “us”

“HK$” or “HK Dollar(s)” and
“cent(s)”

“HKSCC”
“HKSCC Nominees”

“Hong Kong” or “Hong Kong
SAR”

“Hong Kong Share Registrar”

the deed of indemnity dated 19 February 2016 executed by the
Controlling Shareholders in favour of our Group in respect of
taxation and other indemnities referred to in the section
headed “Statutory and General Information — E. Other
Information — 15. Tax and Other Indemnities” in Appendix
IV to this prospectus

the deed of non-competition dated 19 February 2016 executed
by the Controlling Shareholders in favour of our Group
containing certain non-competition undertakings to our
Group, details of which are disclosed in the section headed
“Relationship with Controlling Shareholders —
Non-Competition Undertakings”

the director(s) of our Company

Grace Gain Limited, a company incorporated under the laws
of BVI with limited liability, which was owned by Mr. Yeung,
Mr. Lau and Mr. Yue as to 40%, 30% and 30%, respectively
as at the Latest Practicable Date

Gransing Securities Co., Limited, a corporation which is
licensed to conduct Type 1 (dealing in securities), Type 4
(advising on securities), Type 6 (advising on corporate
finance) and Type 9 (asset management) regulated activities
under the SFO, being one of the Joint Lead Managers

our Company and its subsidiaries or, where the context so
requires, with respect to the period before which our
Company became the holding company of its current
subsidiaries, our Company’s current subsidiaries or the
businesses operated by such subsidiaries or their predecessors
(as the case may be)

Hong Kong dollar(s) and cent(s) respectively, the lawful
currency of Hong Kong

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the PRC

Union Registrars Limited
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“Independent Third Party(ies)”

“Inland Revenue Ordinance”

“Ipsos

“Ipsos

“K. H.

“K. H.

“K. H.

“K. H.

“K. H.

Hong Kong”

Report”

Development”

Engineering”

Foundations™

Holdings”

Machinery”

individual(s) or company(ies) who/which is/are independent
of and not connected (within the meaning of the Listing
Rules) with the directors, chief executives and substantial
shareholders of our Company and its subsidiaries or any of
their respective associates as defined under the Listing Rules

the Inland Revenue Ordinance (Chapter 112 of the Laws of
Hong Kong), as amended, modified and supplemented from
time to time

Ipsos Limited (formerly named Ipsos Hong Kong Limited), an
Independent Third Party, being a professional market research
company

an industry report dated 26 January 2016 prepared by Ipsos
Business Consulting, a division of Ipsos Hong Kong which
was commissioned by us in relation to, among other things,
the foundation industry in Hong Kong

K. H. Development Holdings Limited, a company
incorporated under the laws of BVI with limited liability on
13 August 2015 and is wholly owned by our Company

K. H. Civil Engineering Limited (%4 T K TFHBRA A)
(previously known as Cheung Hing Construction
(Maintenance) Company Limited), a limited Iliability
company incorporated in Hong Kong on 5 March 2001 with
registered number 749118, an indirect wholly-owned
subsidiary of our Company

K. H. Foundations Limited (BIULHFEARAF]), a limited
liability company incorporated in Hong Kong on 4 January
1985 with registered number 145472, an indirect
wholly-owned subsidiary of our Company

K. H. Holdings Limited (BIMI#REAFRAF), a limited
liability company incorporated in Hong Kong on 15
September 2006 with registered number 1074255, an indirect
wholly-owned subsidiary of our Company

K. H. Machinery Limited (RIMT#MH A RAT) (previously
known as Ying An Real Estate Development Limited), a
limited liability company incorporated in Hong Kong on 23
January 2007 with registered number 1104323, an indirect
wholly-owned subsidiary of our Company
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“K. H. Piling”

“Latest Practicable Date”

“Joint Lead Managers”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Main Board”

“Memorandum” or “Memorandum
of Association”

“Mr. Lau”

“Mr. Yeung”

“Mr. Yu”

“Mr. Yue”

“New Grace Gain”

K. H. Piling & Engineering Limited (BI4L$TH# TFEARA
A]), a limited liability company incorporated in Hong Kong
on 8 November 2012 with registered number 1822982, an
indirect wholly-owned subsidiary of our Company

29 February 2016, being the latest practicable date for
ascertaining certain information prior to the publication of
this prospectus

AOCL and Gransing, being the joint lead managers and
bookrunners of the Share Offer

listing of the Shares on the Main Board

the Listing Committee of the Stock Exchange for the Main
Board

the date, expected to be on or about Friday, 18 March 2016,
on which the Shares are listed and from which dealings in the
Shares commence on the Main Board

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

the Macau Special Administrative Region of the PRC

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

the memorandum of association of our Company approved
and adopted on 19 February 2016, as supplemented, amended
or otherwise modified from time to time

Mr. Lau Tai Wah Gilbert, one of our Controlling Shareholders

Mr. Yeung Sau Ming Boris, our executive Director and one of
our Controlling Shareholders

Mr. Yu Shiu Tin Paul, one of our co-founders, Chairman and
executive Director

Mr. Yue Suen Leung, one of our Controlling Shareholders

New Grace Gain Limited, a company incorporated under the
laws of BVI with limited liability on 15 June 2015 and was
held as to 40%, 30% and 30% by Mr. Yeung, Mr. Lau and Mr.
Yue, respectively, as at the Latest Practicable Date
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“New Shares”

“Offer Price”

“Offer Shares”

“Offer Size Adjustment Option”

“Placing”

“Placing Shares”

i

“Placing Underwriters’

“Placing Underwriting
Agreement”

“PRC” or “China”

the 100,000,000 new Shares initially to be issued at the Offer
Price pursuant to the Share Offer, which expression shall,
where the content permits, includes any part of such New
Shares

the final offer price per Offer Share (exclusive of a brokerage
fee of 1.0%, the SFC transaction levy of 0.0027% and the
Stock Exchange trading fee of 0.005%) of not more than
HK$0.95 and is currently expected to be not less than
HK$0.80, to be agreed upon by us and AOCL (acting for itself
and on behalf of the Underwriters)

the Placing Shares and the Public Offer Shares

the option granted by the Company to the Placing
Underwriters, exercisable with the consent of the Company by
AOCL on behalf of the Placing Underwriters, whereby the
Company may be required to allot and issue up to 15,000,000
additional Placing Shares representing up to 15% of the Offer
Shares initially available under the Share Offer, at the Offer
Price per Offer Share solely to cover over-allocations in the
Placing, subject to the terms of the Placing Underwriting
Agreement

the conditional placing of the Placing Shares at the Offer
Price with institutional and professional investors, details of
which are described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

the 90,000,000 New Shares initially being offered by the
Company for subscription at the Offer Price under the
Placing, subject to reallocation and the Offer Size Adjustment
Option as described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

the underwriters in respect of the Placing named in the section
headed “Underwriting —  Underwriters — Placing
Underwriters” in this prospectus

the conditional placing underwriting agreement to be entered
into among our Company, the Joint Lead Managers, the
Underwriters and other parties relating to the Placing

The People’s Republic of China, which for the purpose of this
prospectus and for geographical reference only, excluding
Hong Kong, the Macau Special Administrative Region of the
PRC and Taiwan region
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“Predecessor Companies
Ordinance” or “Companies
(Winding Up and
Miscellaneous Provisions)
Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“SFC”

“SFO”

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

the agreement to be entered into between our Company and
AOCL (acting for itself and on behalf of the Underwriters) at
or before the Price Determination Date to record and fix the
Offer Price

the date, expected to be on or before 8:00 p.m. on Monday, 14
March 2016 or such later date as may be agreed by us and the
Underwriters, but in any event no later than 5:00 p.m. on
Tuesday, 15 March 2016 which the Offer Price is fixed for the
purposes of the Share Offer

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, details of which are
described in the section headed “Structure and Conditions of
the Share Offer” in this prospectus and the related Application
Forms

the 10,000,000 New Shares initially being offered by the
Company for subscription at the Offer Price under the Public
Offer, subject to re-allocation as mentioned in the section
headed “Structure and Conditions of the Share Offer” in this
prospectus

the underwriters in respect of the Public Offer named in the
section headed “Underwriting — Underwriters — Public
Offer Underwriters” in this prospectus

the conditional public offer underwriting agreement dated 7
March 2016 entered into among our Company, the Joint Lead
Managers, the Public Offer Underwriters and other parties
relating to the Public Offer as further described in the section
headed “Underwriting” of this prospectus

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, modified and
supplemented from time to time
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DEFINITIONS

“Share(s)”

“Share Offer”
“Shareholder(s)”
“sq.m.”

“Stock Exchange”

l

“Subsidiary” or “Subsidiaries’

It}

“substantial sharecholder(s)
“Track Record Period”
“Underwriters”

“Underwriting Agreements

“United States” or “U.S.”

“Us$”

“WHITE Application Form(s)”

“work-related accidents”

“YELLOW Application Form(s)”

“%”

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

the Placing and the Public Offer

holder(s) of the Share(s)

square metres

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the period comprising the three financial years ended 31
March 2015 and the six months ended 30 September 2015

the underwriters in respect of the Share Offer named in the
section headed “Underwriting” in this prospectus

the Placing Underwriting Agreement and the Public Offer
Underwriting Agreement

the United States of America

United States dollar(s), the lawful currency of the United
States of America

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

accidents incurred in the course of employment, or arising
from employment related to industrial activities

the application form(s) for use by the public who require(s)
such Offer Shares to be issued in the name of HKSCC
Nominees and deposited directly into CCASS

per cent.

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

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

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

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the

Offer Size Adjustment Option.



GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms, definitions and abbreviations used in
this prospectus in connection with our Group and our business. These terms and their meanings
may or may not correspond to standard industry meaning or usage of these terms.

“Authorised Signatory”

“Architectural Services
Department” or “ASD”

“Building Authority”
“Buildings Department”

“Buildings Ordinance”

“CAGR”

“Development Bureau”

“driven H-pile”

“ELS”

“EMSD”

“Factories and Industrial
Undertakings Ordinance”

“GDP”

“Government”

“HKCAS”

“Housing Authority” or “HA”

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

the Architectural Services Department of the Government

the Building Authority of Hong Kong
the Buildings Department of Hong Kong

the Buildings Ordinance (Chapter 123 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from
time to time

compound annual growth rate, a method of assessing the
average growth of a value over time

the Development Bureau of the Government of Hong Kong

a type of friction pile deriving the load bearing capacity from
the friction between the pile and earth

excavation and lateral support

Electrical and Mechanical Services Department of the
Government

the Factories and Industrial Undertakings Ordinance (Chapter
59 of the Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

Gross Domestic Product

the Government of the Hong Kong Special Administrative
Region

the Hong Kong Certification Body Accreditation Scheme

the Hong Kong Housing Authority, a statutory body
established under the Housing Ordinance (Chapter 283 of the
Laws of Hong Kong) in Hong Kong, as amended,
supplemented or otherwise modified from time to time



GLOSSARY OF TECHNICAL TERMS

“ISO”

“ISO 9001~

“ISO 14001~

“large-diameter bored pile”

“Main Contractor”

“mini pile”

“OHSAS 18001~

“pile cap”

“piling”

“pipe pile”

International Organisation for Standardisation, a
non-government organisation based in Geneva, Switzerland,
for assessing the quality systems of business organisations

a framework and systematic approach set by ISO to managing
business processes to produce a product/service that conforms
to customer expectations

a framework set by ISO which a company or organisation can
follow to set up an effective environmental management
system, and which can provide assurance to company
management and employees as well as external stakeholders
that environmental impact is being measured and improved

a type of pile which is greater than 1.2 m in diameter and is
usually installed by machine boring to the required level with
concrete filling the bored hole subsequently

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

a type of pile which usually consists of one or more steel bars
encased by grout insider a drill hole not exceeding 400 mm in
diameter

the requirements for occupational health and safety
management system developed for managing the occupational
health and safety risks associated with a business, issued by
the Occupational Health and Safety Advisory Services

a concrete structure built on the head of a pile or a group of
piles for transmission of loads from the structure above to the
pile or group of piles

any work in connection with or for the sinking or forming of
a pile in the ground by hammering, jacking, screwing,
augering, boring, jetting, vibrating, casting or any other
means and also means the driving or sinking of any casing or
tube into the ground to form a well or shaft for foundation
purposes, whether or not the casing or tube is later extracted

a type of pile designed to use circular steel tubes or pipes to
provide intermitted vertical support and are installed before
excavation commence
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“rock-socketed steel H-pile” or
“socketed H-pile”

“sheet pile”

“Specialist List” or “List”

“Technical Director”

“Ten Major Infrastructure
Projects”

“Works Branch”

“Works Bureau”

a type of pile in which a steel H-section is installed into a
pre-bored hole formed into the bedrock and then grouted with
cementitious materials

a type of pile of thin interlocking steel sheet used to construct
a continuous barrier in the ground

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

a director appointed and authorised by the board of directors
of a corporation under the Companies Ordinance to ensure the
works are carried out in accordance with the Buildings
Ordinance

the Ten Major Infrastructure Projects announced in the policy
address issued by the chief executive of Hong Kong in
October 2007 including South Island Line, Lok Ma Chau
Loop, Sha Tin to Central Link, West Kowloon Cultural
District, Tuen Mun-Chek Lap Kok Link and Tuen Mun
Western Bypass, Kai Tak Development,
Guangzhou-Shenzhen-Hong Kong Express Rail Link, Hong
Kong-Zhuhai-Macao Bridge, North East New Territories New
Development Areas and Hong Kong-Shenzhen Western
Express Line

the Works Branch of the Development Bureau

Works Bureau, a bureau of the Government until 2007, when
its function was taken over by the Development Bureau
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to us and
our subsidiaries that are based on the beliefs of our management as well as assumptions made by and
information currently available to us. When used in this prospectus, the words “aim”, “anticipate”,
“believe”, “could”, “expect”, “going forward”, “intend”, “may”, “ought to”, “plan”, “project”, “seek”,
“should”, “will”, “would”, and the negative forms of these words and other similar expressions, as
they relate to our business, are intended to identify forward-looking statements. Such statements
reflect our current views with respect to future events, operations, liquidity and capital resources,
some of which may not materialise or may change. These statements are subject to certain risks,
uncertainties and assumptions, including the other risk factors as described in this prospectus. You are
strongly cautioned that reliance on any forward-looking statements involves known and unknown risks
and uncertainties. The risks and uncertainties facing our Company which could affect the accuracy of

forward-looking statements include, but are not limited to, the following:

o our operations and business prospects;
° future developments, trends and conditions in the industry and markets in which we
operate;

° our business objectives, business strategies and plans to achieve these strategies;

° general economic conditions;

° changes to the regulatory environment and general outlook in the industry and markets in

which we operate;

° our ability to reduce costs;

° our dividend policy;

° the amount and nature of, and potential for, future development of our business;

° capital market developments;

° the actions and developments of our competitors; and

° the other factors that are described in the section headed “Risk Factors” in this prospectus.

We do not intend to update these forward-looking statements in addition to on-going disclosure
obligations pursuant to the Listing Rules or other requirements of the Stock Exchange. Accordingly,
you should not place undue reliance on any forward-looking information. All forward-looking

statements in this prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

You should carefully consider all of the information in this prospectus including the risks and
uncertainties described below before making an investment in the Offer Shares. The business,
financial condition or results of operations of our Group could be materially adversely affected by
any of these risks. The trading price of the Shares could decline due to any of these risks, and you
may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS IN GENERAL

Our Group’s historical revenue and profit margin from foundation projects may not be
indicative of our future revenue and profit margin

For the three years ended 31 March 2015 and the six months ended 30 September 2015, our
revenue amounted to approximately HK$174.7 million, HK$233.6 million, HK$357.3 million and
HK$294.9 million respectively. For the three years ended 31 March 2015 and the six months ended
30 September 2015, our net profit amounted to approximately HK$11.6 million, HK$30.2 million,
HK$46.6 million and HK$42.1 million respectively. Our Group’s results of operation were affected by
our project progress during the Track Record Period.

However, such trend of historical financial information of our Group is a mere analysis of our
past performance only and does not have any positive implication or may not necessarily reflect our
financial performance in the future which will depend on our capability to secure new contracts and
control our costs and expenditures. We may experience significant decline in the profit for the six
months ending 30 September 2016 and the year ending 31 March 2017 as compared to the previous
financial reporting periods due to the fact that there are only two foundation projects awarded after
the Track Record Period and yet to commence as at the Latest Practicable Date (i.e. Project 18 and
Project 19 (please refer to the section headed “Business — Our foundation projects” in this prospectus
for further details of Project 18 and Project 19)) and we may record less revenue if we are not be able
to secure profitable new contracts in the near future.

The profit margins and income of our Group’s foundation projects may fluctuate from
project-to-project due to the nature of foundation works. Our gross profit margins of new projects may
not be as high as our historical ones, and our gross profit margin may drop due to unforeseen obstacles
of our Group’s foundation projects, such as difficult sub-soil conditions and increase in labour or other
material costs, which may not have been anticipated during the planning stage which would lead to
additional works to be performed by our Group, and thus affect the overall profit margin of our
Group’s projects if such amounts cannot be recovered from our customers. Further, since normally we
receive payments from our customers by way of progress payments on a monthly basis with reference
to the value of the works done, the approval and certification of which are subject to decision from
external parties and not our Group, namely, the architects or quantity surveyors employed by our
customers or the project employers are beyond our Group’s control.

For the three years ended 31 March 2015 and the six months ended 30 September 2015, our gross
profit was approximately HK$22.1 million, HK$45.8 million, HK$70.3 million and HK$62.1 million
respectively; whereas our gross profit margin was approximately 12.6%, 19.6%, 19.7% and 21.1%
respectively.
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There is no assurance that our gross profit and gross profit margin will remain stable in the future
and the gross profit margins of new projects may even drop due to certain factors such as labour
shortage and growing operation costs etc. Our financial condition may be adversely affected by any

decrease in the gross profit or gross profit margin.

We need to maintain qualifications and registrations for the operation of our business

We are required to maintain operating qualifications and registrations to conduct our business.
Please refer to the paragraph headed “Business — Major qualifications, certifications, awards and
compliance” in this prospectus for further details. To maintain such qualifications and registrations,
we must comply with the restrictions and conditions imposed by various Government departments. For
instance, contractors registered with Works Branch Development Bureau are subject to a regulatory
regime which is put in place to ensure contractors’ standards of financial capability, expertise,
management and safety. Please see the section headed “Laws and regulations” in this prospectus for
additional information.

Further, the standards of compliance required may from time to time be subject to changes
without substantial advance notice. We cannot assure that all the required qualifications and
registrations can be maintained or renewed in a timely manner or at all. If we fail to comply with any
of these restrictions or conditions, our qualifications and registrations could be temporarily suspended
or even revoked, or the renewal of our qualifications and registrations upon expiry of their original
terms may be delayed or refused. In such event, our capability to undertake relevant works may be

directly impacted, and our turnover and profits may be adversely affected.

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

Foundation contracts are normally awarded through competitive tendering process. We determine
a tender price by estimating the construction costs under the contract duration as specified in the
tender invitation documents. There is no assurance that tenders submitted by us contain no mistake and
error. Such mistakes and errors may be in the form of inaccurate estimation, oversight of important
tender terms, inadvertent typographical errors, errors in calculations and etc. In case of mistakes or

errors, we may be bound by the contract to undertake the project at a substantial loss.

Inaccurate estimation on project schedule, project costs and technical difficulties in the tendering
process may result in cost overruns when we actually execute the awarded project. Many factors affect
the time taken and the costs actually involved in completing foundation projects undertaken by us. For
instance, shortage and cost escalation of labour and materials, difficult geological conditions, adverse
weather conditions, variations to the construction plans instructed by customers, stringent technical
construction requirements, threatened claims and material disputes with customers and subcontractors,
accidents, and changes in the Government’s policies. Other unforeseen problems or circumstances may
also occur during project implementation. If any of such factors arises and remains unresolved,
completion of foundation works may be delayed or we may be subject to cost overruns or customers
may even unilaterally determine the contract.
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It is not unusual to find difficult sub-soil conditions which may not have been anticipated at the
preliminary stage. Such ground conditions may make pile construction difficult which in turn may
increase project expenses. In the event that we have committed to a fixed sum or rate foundation
contract and no adjustment to the contract sum could be agreed with our customers, we may have to

absorb such increased expenses and our profitability would be adversely affected.

Some of our contracts contain specific completion schedule requirements and liquidated damages
provisions (i.e. we may be liable to pay the customer liquidated damages if we do not meet the
schedules). Liquidated damages are typically levied at an agreed rate for each day of delay that is due
to our default. Any failure to meet the schedule requirements of our contracts could cause us to pay
significant liquidated damages, which would reduce or eliminate our profit expected from the relevant
contracts.

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

It is not uncommon in our industry to have numerous construction disputes, litigation and
other legal and arbitral proceedings. Our performance may be adversely affected by such
construction disputes, litigation and other legal and arbitral proceedings

It is not uncommon in our industry to have construction disputes, litigation and other legal and
arbitral proceedings. We may be in disputes with our customers, subcontractors, workers and other
parties in connection with our projects for various reasons. Such disputes may be in connection with
late completion of works, delivery of substandard works, personal injuries or labour compensation in
relation to the works.

As at the Latest Practicable Date, our Group was engaged in two arbitration proceedings with one
subcontractor in Hong Kong. As at the Latest Practicable Date, our Group estimated that we have
incurred approximately HK$100,000 legal fees for these two arbitration proceedings. Please refer to
the section headed “Business — Litigation, arbitration and potential claims” in this prospectus for
further information on material disputes, litigation or arbitration we encountered during the Track
Record Period.

The handling of contractual disputes, litigation and other legal and arbitral proceedings may
sometimes involve a high degree of our management’s attention and input. Handling of legal and
arbitral proceedings and disputes can be both costly and time-consuming, and may significantly divert
the efforts and resources of our management.
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In addition, the outcomes of legal and arbitral proceedings or disputes are influenced by (among
other factors) negotiation skills, knowledge and judgment of our management. Our Group to a large
extent relies on the relevant expertise and qualification of our management (including our executive

Directors) in dealing with contractual disputes, litigation and arbitration.

Should any claims against us fall outside the scope and/or limit of our insurance coverage or

monies retained from subcontractors, our financial position may be adversely affected.

Our revenue relies on successful tenders of foundation projects which are not recurrent in
nature, and there is no guarantee that our customers will provide us with new business or that
we will secure new customers

During the Track Record Period and up to the Latest Practicable Date, majority of our revenue
was derived from foundation projects in Hong Kong which were awarded to us on successful restricted
and open tenders. Our future growth and success will depend on our ability to continue to secure
contract awards. In addition, our business is contract-based and on a non-recurring basis. We do not

have long-term commitment with our customers and our customers may vary from year to year.

During the Track Record Period and up to the Latest Practicable Date, we secured our foundation
projects through restricted and open tender process. There is no guarantee that our current customers
will in the future continue to include us in their tendering process or award us with new contracts, or
that we will be able to seek new customers. Upon completion of our contracts on hand, our financial
performance may be adversely affected if our Group is unable to secure new tenders or obtain new
contract awards with comparable contract sums or at all. Accordingly, our historical financial results
during the Track Record Period should not be taken as an indication of our future performance.
Prospective investors should be aware of the risk of our Group failing to secure new contracts when

considering our Group’s future prospects.

We have a limited number of customers during the Track Record Period, and revenue from our
five largest customers accounted for approximately 99.0% of our total revenue for the six months
ended 30 September 2015. Any substantial reduction of contracts awarded by our Group’s five
largest customers may have an adverse effect on our Group’s business, operations and financial
results

Our five largest customers during the Track Record Period accounted for approximately 93.3%,
82.4%, 86.5% and 99.0%, respectively of our revenue; whereas our largest customer accounted for
approximately 34.0%, 23.2%, 53.7% and 60.1% of our revenue for the corresponding period,
respectively. These major customers may continue to account for similar or even higher portions of

our revenue in the future.

There may be risks associated with having a small number of major customers and that we do
not enter into long-term contracts with them. There is no assurance that any of our major customers

will continue to engage us at the same contracting rate, or at all, as they have done so historically.
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Any deterioration in the businesses of our major customers could lead to a decline in their
contracts placed with us or a change in our major customers’ business relationships. If any of our
major customers substantially reduces the number of contracts placed with us or terminates its
business relationship with us, we cannot assure you that we would be able to obtain from other
customers to replace such lost contracts on comparable terms, or at all, in which case our business,
operating results and financial condition may be materially and adversely affected. Additionally, if any
of our major customers had financial or liquidity problem which results in difficulty in operating their
business, the validity of contracts would be adversely affected. In the event of default of payment by
any of our major customers, we may be unable to recover significant amounts of receivables and our

cash flows, business and financial position could be adversely affected.

Due to the competitiveness of the industry we operate, there is no assurance that we can continue
to diversify the composition of our customer base and include other new customers. Should any of the

risks above materialise, our business and financial position could be adversely affected.

If progress payment or retention money is not paid to us on time and in full as a result of
disputes over our work done, our liquidity position may be adversely affected

We normally receive progress payment from our customers. Progress payment is generally made
monthly by reference to the value of works done in that month. However, due to the timing difference
between the project progress recorded by us and the issuance of written payment approval and billing
of the projects, progress payment may not be paid to us on time. A portion of contract value (which
generally is subject to a maximum of 5% of the total contract value) is usually withheld by our
customers as retention money. Please refer to the sub-section headed “Business — Key project terms”
in this prospectus for further details. As at 31 March 2013, 2014 and 2015 and 30 September 2015,
gross amounts due from customers for contract work amounted to approximately HK$17.5 million,
HK$32.2 million, HK$73.8 million and HK$71.7 million respectively and that retention receivables
of approximately HK$10.4 million, HK$22.4 million, HK$36.7 million and HK$44.5 million
respectively were retained by our customers.

There is no assurance that progress payment will always be certified and paid to us on time and
in full, or the retention money will be paid by our customers to us in full. Substantial partial payment
or failure by our customers to make remittance at all as a result of disputes over our works done may
have an adverse effect on our future liquidity position.

Cash inflows and outflows in connection with foundation projects may be irregular, thus may
affect our net cash flow position

In a foundation project, net cash outflows to pay certain set-up expenditures may not align with
progress payments to be received at the relevant periods. Progress payments will be paid after our
foundation works commence and are certified by our customers (or authorised persons employed by
them). Accordingly, the inflow and outflow cash for a particular project may fluctuate as the

foundation works proceed.
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If during any particular period of time, there exists too many projects which require substantial
cash outflow while we have significantly less cash inflows during that period, our cash flow position
may be adversely affected.

Net cash outflow from operating activities for the six months ended 30 September 2014 and
the year ended 31 March 2015

We recorded net cash outflow from operating activities of approximately HK$5.7 million and
HK$12.2 million for the six months ended 30 September 2014 and the year ended 31 March 2015
respectively. Please refer to the section headed “Financial information — Liquidity and capital
resources — Net cash generated from/(used in) operating activities” in this prospectus for details. We
cannot assure that we will not experience periods of net cash outflow from operating activities in the
future. If we continue to record net operating cash outflows in the future, our working capital may be
constrained which may materially and adversely affect our business, financial condition, results of

operation and growth prospects.

We had net current liabilities position as at 31 March 2013

As at 31 March 2013, we had net current liabilities of approximately HK$7.1 million. Please
refer to the section headed “Financial information — Net current (liabilities)/assets” in this prospectus

for details.

There can be no assurance that we will not experience periods of net current liabilities in the
future. Having significant net current liabilities could constrain our operational flexibility and
adversely affect our ability to expand our business. If we do not generate sufficient cash flow from
our operations to meet our present and future financial needs, we may need to rely on additional
external borrowings for funding. If adequate funds are not available, whether on satisfactory terms or
at all, we may be forced to delay or abandon our development and expansion plans, and our business,
liquidity, financial condition and results of operations may be materially and adversely affected.

Our Group’s interest expenses may increase after Listing because the amounts due to related
companies and Directors were interest-free and fully settled in September 2015

As at 31 March 2015, the amounts due to related companies and Directors are approximately
HK$11.6 million and HK$4.5 million respectively which were interest-free. Our Group’s interest
expenses may increase after Listing because the amounts due to related companies and Directors were
interest-free and settled in September 2015. Please refer to the section headed “Financial information
— Analysis of various items from the combined statements of financial position — Due from ultimate
holding company, due from/to related companies and due from/to Directors” in this prospectus for
details.

We cannot assure that we will be able to obtain sufficient funding from the related companies

and Directors as required on terms satisfactory to us in the future. If we raise capital through external
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resources, the interest expenses may be increased. If we are unable to obtain adequate funding on a
timely basis, we may not be able to carry out parts of our growth strategy or to maintain our growth
and competitiveness, which could materially and adversely affect our business, financial condition,
results of operations and prospects.

We may damage various underground services utilities

Services utilities, such as fresh and flush water mains, low or high voltage electric cables, optical
fibre telephone line and high pressure gas mains, are lain underground or below carriageways and
footways in Hong Kong. We, when carrying out foundation works or site investigation works, may
encounter those service utilities. There is no assurance that damage to those utilities will not occur
during our excavation works. Accordingly, we may be liable to the costs for the repair of such
damaged service utilities.

We rely on subcontractors to help complete most of our foundation work tasks, and their
performance will affect us

We do not maintain a large workforce of skilled labour in different specialised areas and
semi-skilled labour. To maximise our cost efficiency and flexibility, and to utilise the expertise of
other properly qualified specialist contractors, we engage third party subcontractors to complete
different work tasks of foundation projects. During the Track Record Period, our five largest
subcontractors accounted for approximately 78.2%, 69.6%, 65.8% and 65.1% of our total
subcontracting charges respectively.

Sometimes, we may not be able to monitor the performance of these subcontractors as directly
and efficiently as with our own staff. In addition, our inability to hire qualified subcontractors could
hinder our ability to complete a project successfully.

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

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

If our subcontractors violate any laws, rules or regulations in relation to health and safety
matters, we may sometimes be subject to prosecutions as primary defendant by relevant authorities.
For instance, under the Immigration Ordinance, if a subcontractor employs an illegal immigrant on a
construction site, the construction site controller (including the Main Contractor and the
subcontractor) may be found to have committed an offence and liable to a fine. In addition, we may
be liable to claims for losses and damages, if such violations cause any personal injuries/death or
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damage to properties. Moreover, pursuant to the Employment Ordinance, a principal contractor or a
main contractor and every tier of subcontractors shall jointly and severally be liable to pay any wages
that become due to an employee who is employed by a subcontractor on any work which the
subcontractor has contracted to perform, and such wages are not paid within the period specified in
the Employment Ordinance. Our operations and hence our financial position may thereby be adversely
affected if any of our subcontractors violate their obligations to pay their employees.

Shortage of labour may affect our projects and our performance

Generally, our foundation works are labour intensive. For any given project, a large number of
workers from our subcontractors with different skills may be required. There is no assurance that the
supply of labour and average labour costs will be sufficient during the forthcoming years when the
peak load of infrastructural works is ongoing. All labour intensive projects are more susceptible to
labour shortage, and our subcontracting costs including labour costs of our subcontractors may
escalate. If there is a significant increase in the costs of labour and we have to retain our labour
(likewise our subcontractors retain their labour) by increasing their wages, our staff cost and/or
subcontracting cost will increase and thus lower our profitability. On the other hand, if we or our
subcontractors fail to retain our existing labour and/or recruit sufficient labour in a timely manner to
cope with our existing or future projects, we may not be able to timely complete our projects resulting
in liquidated damages and/or financial loss.

We depend on key management personnel

Our success and growth depends on our ability to identify, hire, train and retain suitable, skilled
and qualified employees, including management personnel with the requisite industry expertise and
technical staff with foundation design capabilities. Our Directors and members of senior management
are important to us. If any of these members cease to be involved in the management of our Group
in the future and our Group is unable to find suitable replacements in a timely manner, there could be
an adverse impact on our business, results of operation and profitability of our Group.

Any failure, damage or loss of our or subcontractors’ machinery may adversely affect our
operations and financial performance

Our foundation projects depend on the use of machinery owned by us and our subcontractors.
There is no assurance that machinery used for our foundation projects will not be damaged or lost as
a result of, among others, improper operation, accidents, fire, adverse weather conditions, theft or
robbery. In addition, machinery may break down or fail to function normally due to wear and tear or
mechanical or other issues. If any failed or damaged machinery cannot be repaired or if any lost
machinery cannot be replaced in a timely manner, our operations and financial performance could be
adversely affected.

We are exposed to claims arising from latent defects liability

We do not maintain any defect liability insurance and we may face claims arising from latent
defects, that are existing but not yet active, developed or visible, found in the works which are
constructed by us including piles, buildings or other structures. If there is any significant claim against
us for defect liability of any default or failure of our services by our customers or other party, our
profitability may be adversely affected.
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Uncertainties on variation orders may affect our liquidity and financial position

We may be given variation orders where our customers amend the specification and scope of
work from that originally contracted. A variation order may increase, omit or vary the original scope
of work and adjust the original contract sum. Normally, the scope for the variation order will be agreed
by us and our customers. The rights and obligations under the variation order will be the same as that
under the contract. We estimate the costs of each variation order and may negotiate with the customers
for the charge of additional costs incurred. Variation orders may affect our profit margin as prices for
additional purchases or subcontracting services have to be negotiated with our suppliers and
subcontractors, and we may not be able to maintain the same gross profit margin for a variation order
as that for the original contract as a result of higher material costs or subcontracting charges. In the
event that we have disagreement with our customers in relation to the scope of variation work, or to
the valuation on variation work, there may arise dispute and prolong the settlement of our payment
applications, thereby affecting our liquidity and financial position.

Industrial actions or strikes may affect our business

Typical foundation works are divided into various disciplines, and each requires highly
specialised labour. Industrial action of any one discipline may disrupt the progress of our foundation
works. During the Track Record Period, our foundation projects did not encounter any strike action.
However, there is no assurance that industrial actions or strikes will not be launched in the future.
Such industrial actions or strikes may adversely impact our business performance and hence
profitability and results of operation. Any delays in our completing foundation works caused by such
action may also be taken into consideration by the Government and thus will have impact on our
winning future bids.

Personal injuries, property damages or fatal accidents may occur if safety measures are not
followed at our construction sites

In the course of our operations, we require our employees to adhere to and implement all the
safety measures and procedures as stipulated in our work and safety manual. We monitor and supervise
closely our employees in the implementation of all such safety measures and procedures during
execution of works. However, we cannot guarantee that our employees or those of our subcontractors
will not violate applicable rules, laws or regulations. If any such employees fail to implement safety
measures at our construction sites, personal injuries, property damage or fatal accidents may occur in
greater number and/or to a serious extent. These may adversely affect the financial position of our
Group to the extent not fully recoverable from our insurance policies. They may also cause our
relevant licences to be suspended or not renewed.

Furthermore, public project tenders are generally evaluated by taking into account a number of
factors, which includes but not limited to the contractor’s compliance records with the relevant laws
and regulations. We may also be subject to inspections by the relevant Government departments (e.g.
Labour Department) from time to time. Sometimes, we may not be aware of such inspections being
conducted. These inspections may lead to formal charge(s) against our Group. Non-compliance and
conviction records may affect our chance of winning future bids.
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Our Group’s operations may be affected by inclement weather conditions and are subject to
other construction risks, and that certain types of liabilities that are generally not insured

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

Save for liabilities which are normally covered by employees’ compensation insurance,
contractor’s all risks insurance, professional indemnity insurance and third party insurance, certain
types of liabilities (such as acts of God or other natural disasters, liabilities from loss of materials,
etc.) are generally not insured because they are either uninsurable or it is not cost justifiable to insure
against certain risks. If an uninsured liability arises, we may suffer losses which may affect our
financial position adversely.

In the event that our landlord did not apply to or obtained from the Lands Department for a
short-term waiver or relevant approval to use the lots or the leased properties in Yuen Long
as storage, we may be ordered or requested by the relevant government authorities or our
landlord to discontinue the current uses of our leased properties in Yuen Long and if we fail
to find suitable premises, our machinery and materials storage may be affected

As advised by our legal advisers as to Hong Kong Law, in order for our leased properties in Yuen
Long to be used as storage, two approvals are required from the Government. Please refer to the
section headed “Business — Properties” in this prospectus for details.

If our landlord for the said leased properties in Yuen Long did not apply to or obtained from the
Lands Department for a short-term waiver or relevant approval, the Building Authority or Town
Planning Board has the right to issue an order against the registered owner of the leased properties.
If such order is registered at the Land Registry, it would become an encumbrance to the title of the
leased properties. Although our Group as a tenant, is not subject to any penalty. Our landlord has a
right to terminate the tenancy agreements under the general termination clause of the said tenancy
agreements. In the event that our landlord terminate the tenancy agreements nor to the termination date
of the tenancy agreements in April 2016, we will have to vacate the premises and relocate to other
premises. There is no assurance that we can find a suitable premises at a similar rent and on a timely
basis. If we are unable to do so, we may incur additional relocation cost or have to consider using more
than one locations with smaller area for storage which may incur extra administration and
transportation costs.
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RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Our performance depends on market conditions and trends in the foundation industry and in

the overall economy

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

be adversely affected.

We operate in a relatively competitive environment

The foundation industry in Hong Kong has many participants and is competitive. Some of the
major market players have significantly more resources and more well-positioned than our Group,
including but not limited to having long operating history, better financing capabilities and well
developed, technical expertise. New participants may wish to enter the industry provided that they
have the appropriate skills, local experience, necessary machinery and equipment, capital and they are
granted the requisite licences or approvals by the relevant regulatory bodies. Increased competition
may result in lower operating margins and loss of market share, which may adversely affect our

profitability and operating results.

RISKS RELATING TO HONG KONG

The state of economy in Hong Kong

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

Kong and in such case, our Group’s operations and financial position may also be adversely affected.
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The state of political environment in Hong Kong

Hong Kong is a special administrative region of the PRC. It enjoys a high degree of autonomy
under the principle of “one country, two systems” in accordance with the Basic Law of Hong Kong.
However, we are not in any position to guarantee the “one country, two systems” principle and the
level of autonomy would be maintained as currently in place. Since our primary operations are
substantially located in Hong Kong, any change of Hong Kong’s existing political environment may
affect the stability of the economy in Hong Kong, thereby affecting our results of operations and

financial positions.

RISKS RELATING TO THE SHARE OFFER AND OUR SHARES

Potential conflict of interests between the Controlling Shareholders and other minority
Shareholders

Immediately following the Share Offer and the Capitalisation Issue, our Controlling
Shareholders will beneficially hold an aggregate of approximately 75% of the Shares in issue. The
interests of each Controlling Shareholders may differ from the interests of the other Shareholders.
There is no assurance that each of the Controlling Shareholders will act in our best interests or that
of the minority Shareholders. If there is any conflict of interests among the Controlling Shareholders
and between Controlling Shareholders and the minority Shareholders, the Controlling Shareholders
may have substantial influence and power to prevent us from proceeding with any proposed
transactions at the general meeting which could be beneficial to us and other Shareholders, regardless
of the underlying reasons.

Investors will experience immediate dilution

Because the Offer Price is higher than the combined net tangible assets per Share immediately
prior to the Share Offer, subscribers or purchasers of our Shares in the Share Offer will experience
an immediate dilution in the unaudited pro forma adjusted net tangible assets value to HK$0.41 per
Share, based on the minimum Offer Price of HK$0.80.

Any disposal by the Controlling Shareholders of a substantial number of Shares in the public
market could materially and adversely affect the market price of the Shares

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

the prevailing market price of the Shares.
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Shareholders’ interests in our Company may be diluted as a result of additional equity fund

raising

After the Listing, we may issue additional Shares to raise additional funds to finance our
business expansion. Such fund-raising activities may be made through issue of new equity or
equity-linked securities of our Company, which are not made on a pro rata basis to existing
Shareholders. In such event, (i) the percentage ownership of those existing Shareholders may be
reduced, and they may experience subsequent dilution; and/or (ii) such newly issued securities may
have rights, preferences or privileges superior to those of the ordinary Shares held by existing
Shareholders.

We may experience significant profit decline in the profit for the year ending 31 March 2017

therefore may not be able to pay any dividends on our Shares

In September 2015, our Group’s subsidiary, K. H. Holdings, declared and approved a special
dividend of HK$25.2 million. Such dividend was paid to the then shareholder during the Track Record
Period and settled by our Group’s internal resources. Historical dividend distributions are not
indicative of our future distribution policy and we can give no assurance that dividends of similar

amounts or at similar rates will be paid in the future.

Our Group may experience a significant decline in profit for the year ending 31 March 2017 as
compared to the previous financial years during the Track Record Period. We may not have sufficient
or any profits to enable us to make dividend distributions to our Shareholders. Please refer to the
section headed “Risk Factor — Our Group’s historical revenue and profit margin from foundation
projects may not be indicative of our future revenue and profit margin” in this prospectus for more

detailed analysis of risk factors in relation to our revenue and profit margin.

Any future dividend declaration and distribution by us will be at the discretion of our Directors
and will depend on our results of operations, financial condition, the payment by our subsidiaries of
cash dividends to us and other factors that our Directors deem relevant. Please refer to the section

headed ‘‘Financial information — Dividend policy’ in this prospectus for details.

Therefore, we cannot guarantee when, if and in what form dividends will be paid on our Shares
following the Share Offer.

There was no prior public market for our Shares. If an active trading market for our Shares
does not develop, the price of our Shares may be adversely affected and may decline below
the Offer Price

Prior to the Share Offer, there was no public market for our Shares. The Offer Price was the result
of negotiations between us and AOCL (acting for itself and on behalf of the Underwriters). Such Offer
Price may differ significantly from the market price of our Shares following the Share Offer.
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In addition, we cannot assure you that an active trading market will develop or be maintained
following completion of the Share Offer, or that the market price of our Shares will not decline below
the Offer Price.

The liquidity and market price of our Shares following the Share Offer may be volatile

The price and trading volume of our Shares may be highly volatile. Factors such as variations
in our revenues, earnings and cash flows and announcements of major foundation works contracts
awarded could cause the market price of our Shares to change substantially. Any such developments
may result in large and sudden changes in the volume and price at which our Shares will trade.

There is time lag between pricing and commencement of trading of the Shares, and the price
of our Shares may fall before trading begins

The Offer Price will be determined on the Price Determination Date, which is expected to be on
Monday, 14 March 2016. However, trading of the Shares on the Main Board will not commence until
the Listing Date, which is expected to be on Friday, 18 March 2016. During this period, investors may
not be able to sell or otherwise deal in the Shares. Accordingly, holders of the Shares are subject to
the risk that the Shares’ price could fall before trading begins, resulted from adverse market conditions
or other adverse developments that could occur between the said period of time.

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

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

Our Company is incorporated in the Cayman Islands and its affairs are governed by the Articles,
the Companies Law and common law applicable in the Cayman Islands. The laws of the Cayman
Islands may differ from those of Hong Kong or other jurisdictions where investors may be located. As
a result, minority Shareholders may not enjoy the same rights as pursuant to the laws of Hong Kong
or such other jurisdictions. A summary of the Cayman Islands company law on protection of minorities
is set out in the paragraph headed “3.6 Protection of minorities and shareholders’ suits” in Appendix
IIT to this prospectus.

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

Prevailing market price of Shares may, after the Listing, be negatively impacted by future issue
of Shares by our Company or the disposal of Shares by any of its Shareholders or the perception that
such issue or sale may occur. The Shares held by the Controlling Shareholders are subject to certain
lock-up undertakings for periods up to 12 months after the Listing Date. We cannot give any assurance
that they will not dispose of Shares they may own now or in the future.
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RISKS RELATING TO STATEMENTS MADE IN THIS PROSPECTUS

Statistics and industry information may come from various sources which may not be reliable

Certain facts, statistics and data presented in the section headed “Industry overview” and
elsewhere in this prospectus relating to the Hong Kong civil engineering industry have been derived,
in part, from various publications and industry-related sources prepared by Government departments
or Independent Third Parties. We believe that the sources of the information are appropriate sources
for such information and we have no reason to believe that such information is false or misleading or
that any fact that would render such information false or misleading has been omitted. Neither our
Group, our Directors, the Sponsor, the Joint Lead Managers nor any of the parties involved in the
Share Offer have independently verified, or make any representation as to, the accuracy of such

information and statistics, as such these statistics and data should not be unduly relied upon.

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

forward-looking statements

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

to the section headed “Forward-Looking Statements” in this prospectus.

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

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

contained in this prospectus and the Application Forms.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Predecessor Companies Ordinance, the Securities
and Futures (Stock Market Listing) Rules (Cap. 571V of the Laws of Hong Kong) and the Listing
Rules for the purpose of giving information with regard to our Company. Our Directors, having made

all reasonable enquiries, confirm that to the best of their knowledge and belief:

(a) the information contained in this prospectus is accurate and complete in all material

respects and not misleading or deceptive;

(b) there are no other matters the omission of which would make any statement herein or this

prospectus misleading; and

(c) 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 ABOUT THE SHARE OFFER

The Offer Shares are offered solely on the basis of the information contained and representations
made in this prospectus. No person is authorised in connection with the Share Offer to give any
information, 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 our
Company, the Sponsor, the Joint Lead Managers, the Underwriters, and any of their respective

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

The following information is provided for guidance only. Prospective applicants for the Offer
Shares should consult their financial advisers and take legal advice, as appropriate, to inform
themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction.
Prospective applicants for the Offer Shares should inform themselves as to the relevant legal
requirements of applying and any applicable exchange control regulations and applicable taxes in the

countries of their respective citizenship, residence or domicile.

FULLY UNDERWRITTEN

The Share Offer comprises the Placing and the Public Offer. The Share Offer is an offer of
10,000,000 New Shares under the Public Offer (subject to reallocation) and 90,000,000 New Shares
under the Placing (subject to reallocation and the Offer Size Adjustment Option) in each case at the
Offer Price. Details of the structure of the Share Offer are set out in the section headed “Structure and
Conditions of the Share Offer” in this prospectus. This prospectus and the Application Forms relating
thereto set out the terms and conditions of the Share Offer.
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The Share Offer is sponsored by the Sponsor, lead managed by the Joint Lead Managers and is
fully underwritten by the Underwriters subject to the Offer Price being agreed on or before the Price
Determination Date, as referred to in the section headed “Underwriting — Underwriting Arrangements

and Expenses” in this prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Price is expected to be determined by agreement between us and AOCL (acting for
itself and on behalf of the Underwriters) on or before 8:00 p.m. on Monday, 14 March 2016. The Offer
Price will be not more than HK$0.95 per Offer Share and is currently expected to be not less than
HK$0.80 per Offer Share, unless otherwise announced. Investors applying for the Public Offer Shares
must pay, on application, the maximum Offer Price of HK$0.95 per Offer Share, together with
brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%, subject
to refund if the Offer Price is lower than HK$0.95 per Offer Share.

AOCL (acting for itself and on behalf of the Underwriters) may, with our consent, reduce the
number of the Offer Shares and/or the indicative Offer Price range stated in this prospectus at any time
prior to the morning of the last day for lodging applications under the Public Offer. In such case, a
notice of the reduction of the number of the Offer Shares and/or the indicative Offer Price range will
be published in The Standard (in English) and the Hong Kong Economic Times (in Chinese), not later
than the morning of the last day for lodging applications under the Public Offer.

If, for any reason, the Offer Price is not agreed between us and AOCL (acting for itself and on
behalf of the Underwriters) on or before 5:00 p.m. on Tuesday, 15 March 2016, the Share Offer will

not proceed and will lapse.

RESTRICTIONS ON OFFER OF THE OFFER SHARES

No action has been taken in any jurisdiction other than Hong Kong to permit the offering of the
Offer Shares or the distribution of this prospectus 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 in any other jurisdiction or in any circumstances in which such offer or invitation is not
authorised or to any person to whom it is unlawful to make an unauthorised offer or invitation. The
distribution of this prospectus and the offering of the Offer Shares in other jurisdictions are subject
to restrictions and may not be made except as permitted under the securities laws of such jurisdiction
pursuant to registration with or an authorisation by the relevant securities regulatory authorities or an
exemption therefrom. In particular, the Offer Shares have not been offered and sold, and will not be
offered or sold, directly or indirectly in the PRC or the U.S., except in compliance with the relevant

laws and regulations of each of such jurisdiction.
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The Offer Shares are offered to the public in Hong Kong for subscription solely on the basis of
the information contained and the representations made in this Prospectus and the related Application
Forms. No person is authorised in connection with the Share Offer to give any information 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
Sponsor, the Joint Lead Managers, the Underwriters, any of their respective directors, agents or

advisers or any other person involved in the Share Offer.

Each person acquiring the Offer Shares will be required under the Share Offer and is deemed by
his acquisition of the Offer Shares, to confirm that he is aware of the restriction on offers of the Offer
Shares described in this prospectus and that he is not acquiring, and has not been offered any Offer

Shares in circumstances that contravene any such restrictions.

Prospective applicants for Offer Shares should consult their financial advisers and take legal
advice, as appropriate, to inform themselves of, and to observe, all applicable laws and regulations of
any relevant jurisdiction. Prospective applicants for the Offer Shares should inform themselves as to
the relevant legal requirements of applying for the Offer Shares and any applicable exchange control
regulations and applicable taxes in the countries of their respective citizenship, residence or domicile.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of, and
permission to deal in, the Shares in issue and to be issued pursuant to the Share Offer (including the
additional Shares which may be issued pursuant to the Capitalisation Issue, exercise of the options that
may be granted under the Share Option Scheme and exercise of the Offer Size Adjustment Option).
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 is being or proposed to be sought in the near future.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our Shares on the Stock Exchange
and our Company’s compliance with the stock admission requirements of HKSCC, our Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect
from the Listing Date or any other date as determined by HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to take place
in CCASS on the second Business Day after any trading day. All activities under CCASS are subject
to the General Rules of CCASS and CCASS Operational Procedures in effect from time to time. All
necessary arrangements have been made for our Shares to be admitted into CCASS. Investors should
seek the advice of their stockbrokers or other professional advisers for details of those settlement
arrangements and how such arrangements will affect their rights and interests.
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HONG KONG SHARE REGISTER AND STAMP DUTY

All Offer Shares will be registered on our Hong Kong branch share register of members to be
maintained by Union Registrars Limited which may be traded on the Stock Exchange. Dealings in
Shares registered in our Hong Kong branch register of members will be subject to Hong Kong stamp
duty in Hong Kong. For further details about Hong Kong stamp duty, please seek professional tax
advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, or purchasing, holding or
disposing of, or dealing in or exercise of any rights in relation to the Offer Shares, you should consult
an expert.

None of our Company, the Sponsor, the Joint Lead Managers, the Underwriters, their respective
directors, agents or advisors and every other person involved in the Share Offer accept responsibility
for any tax effects on, or liability of, any person or holders of Shares resulting from subscribing for,
purchasing, holding or disposing of, or dealing in or exercise of any rights in relation to the Offer
Shares.

PROCEDURE FOR APPLICATION FOR PUBLIC OFFER SHARES

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

STRUCTURE OF THE SHARE OFFER

Details of the structure of the Share Offer, including conditions of the Share Offer, are set out

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

TRADING AND SETTLEMENT

Dealings in the Shares are expected to commence on Friday, 18 March 2016. Shares will be
traded in board lots of 4,000 Shares each. The stock code for our Shares is 1557.

All necessary arrangements have been made enabling the Shares to be admitted into CCASS. If
the Stock Exchange grants the listing of, and permission to deal in, the Shares and our Company
complies 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 date of
commencement of dealings in the Shares on the Stock Exchange or any other date HKSCC chooses.
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.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

NO CHANGE IN THE NATURE OF BUSINESS

No change in the nature of business of our Group is contemplated following the Listing.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. If there is any inconsistency between the names of any of the
entities mentioned in this prospectus which are not in the English language and their English

translations, the names in their respective original languages shall prevail.

EXCHANGE RATES CONVERSION

For exchange rates translations throughout this prospectus (if any), we make no representations
and none should be construed as being made, that any of the Hong Kong dollar or U.S. dollar amounts
contained in this prospectus could have been or could be converted into amounts of any other

currencies at any particular rate or at all on such date or any other date.

ROUNDING

In this prospectus, where information is presented in thousands or millions, amounts of less than
one thousand or one million, as the case may be, have been rounded to the nearest hundred, or hundred
thousand, respectively. Amounts presented as percentages have, in certain cases, been rounded to the
nearest tenth of a percent. Any discrepancies in any table or chart between totals and sums of amounts
listed therein are due to rounding. Accordingly, the total of each column of figures as presented may

not be equal to the sum of the individual items.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS

Name Address Nationality
Executive Directors

Mr. Yu Shiu Tin Paul (& K) Flat E, 2/F Chinese
8 Shiu Fai Terrace
Wan Chai
Hong Kong

Mr. Yeung Sau Ming Boris A2, 26/F, Block A Chinese
#HFEW) Elm Tree Towers

8 Chun Fai Road

Hong Kong

Ms. Chan Lai Kuen (FREELE) Flat H, 23/F, Block 12 Chinese
Richland Gardens
80 Wang Kwong Road

Hong Kong
Independent non-executive Directors
Mr. Chan Kee Huen Michael Room 501, Block B Australian
(BRFCHE) The Dahfuldy
21 Homantin Hill Road
Kowloon
Hong Kong
Mr. Cheng Yan Kee (3818 3E) Flat B, 5/F British

Victoria Heights
43A Stubbs Road

Hong Kong
Mr. Cheung Chi Fai Frank Flat 1213, 12/F Australian
(R ) Block M

Kornhill

45 Hong Yue Street

Hong Kong
Professor Chung Hung Kwan 2/F, Flat H Chinese
Barnabas ($EIE#) Block 6

On Ning Garden

10 Sheung Ning Road
Tseung Kwan O

New Territories

Hong Kong

Further information in relation to our Directors are disclosed in the section headed “Directors

and Senior Management” in this prospectus.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED

Sponsor Ample Capital Limited
Unit A, 14/F
Two Chinachem Plaza
135 Des Voeux Road Central

Central
Hong Kong
Joint Lead Managers Ample Orient Capital Limited
and Bookrunners Unit A, 14/F

Two Chinachem Plaza

135 Des Voeux Road Central
Central

Hong Kong

Gransing Securities Co., Limited
805-806, Far East Consortium Building
121 Des Voeux Road Central

Hong Kong

Placing Underwriters Ample Orient Capital Limited
Unit A, 14/F
Two Chinachem Plaza
135 Des Voeux Road Central
Central
Hong Kong

Gransing Securities Co., Limited
805-806, Far East Consortium Building
121 Des Voeux Road Central

Hong Kong

Public Offer Underwriters Ample Orient Capital Limited
Unit A, 14/F
Two Chinachem Plaza
135 Des Voeux Road Central
Central
Hong Kong

Gransing Securities Co., Limited
805-806, Far East Consortium Building
121 Des Voeux Road Central

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Legal advisers to our Company

Legal advisers to the Sponsor and the
Underwriters

Reporting accountants

Receiving bank

As to Hong Kong law:
Stephenson Harwood
18th Floor, United Centre
95 Queensway

Hong Kong

As to Cayman Islands law:
Appleby

2206-19 Jardine House

1 Connaught Place
Central

Hong Kong

As to Hong Kong law:

Francis & Co.

in association with

Addleshaw Goddard (Hong Kong) LLP
802-804 Citibank Tower

3 Garden Road

Central

Hong Kong

RSM Hong Kong

Certified Public Accountants
29th Floor, Lee Garden Two
28 Yun Ping Road
Causeway Bay

Hong Kong

DBS Bank (Hong Kong) Limited
16/F, The Center

99 Queen’s Road Central

Hong Kong
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CORPORATE INFORMATION

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

Headquarters, head office and 10/F, Liven House
principal place of business in 61 King Yip Street
Hong Kong Kwun Tong

Kowloon
Hong Kong

Authorised representatives Mr. Yu Shiu Tin Paul
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Hong Kong
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A2, 26/F, Block A

Elm Tree Towers

8 Chun Fai Road

Hong Kong

Company secretary Mr. Ho Cheuk Wai, ACCA
Flat F, 8th Floor, Tower 10
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Hung Hom
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Mr. Chan Kee Huen Michael
Mr. Cheng Yan Kee
Professor Chung Hung Kwan Barnabas
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INDUSTRY OVERVIEW

This section contains information and statistics which are extracted from the Ipsos Report.
The information extracted from the Ipsos Report reflects an estimate of market conditions based on
Ipsos Business Consulting’s research and analysis. The information extracted from the Ipsos Report
should not be viewed as a basis for investments provided by Ipsos Business Consulting and
references to the Ipsos Report should not be considered as Ipsos Business Consulting’s opinion as
to the value of any security or the advisability of investing in our Company. While reasonable care
has been taken in the extraction, compilation and reproduction of such information and statistics
by us, neither we, the Sponsor, the Underwriters, their respective affiliates, directors or advisers,
nor any party involved in the Share Offer have independently verified such information and
statistics directly or indirectly derived from official government publications, and such parties do
not make any representation as to their accuracy. The information and statistics may not be
consistent with other information and statistics compiled by other parties.

REPORT CONDUCTED BY IPSOS HONG KONG

We commissioned Ipsos Hong Kong to conduct an analysis of, and to report on, the foundation
industry in Hong Kong for the period from 2010 to 2019. The information and analysis contained in
the Ipsos Report was assessed independently by Ipsos Hong Kong, including all its subsidiaries,
divisions and units, is not connected to our Group in any way. Ipsos Hong Kong charged us a total fee
of approximately HK$312,000 for the preparation and the use of the Ipsos Report, which our Directors
consider to reflect market rates.

Ipsos Business Consulting, a division of Ipsos Hong Kong, has experience in conducting market
research for various industries in initial public offerings of companies listed on the Stock Exchange,
including but not limited to computer video cards manufacturing, curtain wall manufacturing,
education, fitting out contracting service, human resource consultancy services, luxury handbags
retailing, pawn loan and mortgage services, education, packaging and point-of-sale display units for
consumer products, stainless steel components, packaging, lighting products, infrastructure
construction contracting, toys, apparel and garments, cleaning service, marketing solution service,
data centre leasing service, information technology software, automotive parts, healthcare and beauty
supplements, structural steel, foundation, exhibition service, financial loans, fibre manufacturing,
cigarette packaging, plastic mould and moulding, comprehensive architecture service, pork growing
and distribution, Ginseng distribution, China herbal drinks retail and trading business, garment supply
chain service, landscape architecture, GPS and MID product manufacturing, freight forwarding

service, etc.

The following assumptions are used in the Ipsos Report:

° it is assumed that there is no external shock such as financial crisis or natural disasters to
affect the demand and supply of the construction and foundation industry over the forecast
period; and

° the supply of construction and foundation works is expected to grow under government
promotion such as the Ten Major Infrastructure Projects, urban renewal projects and etc.
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The following parameters are considered in the marketing sizing and forecast model of the Ipsos

Report:

° GDP value and GDP growth rate in Hong Kong from 2010 to 2014;

° GDP per capita and GDP per capita growth rate in Hong Kong from 2010 to 2014,

° gross fixed capital formation value and growth rate in Hong Kong from 2010 to 2014;

° public expenditure on infrastructure in Hong Kong from 2010 to 2014;

° total investment value in building construction projects in Hong Kong from 2010 to 2014;

° gross output value of construction works performed by Main Contractors and

subcontractors in Hong Kong from 2010 to 2014;

o total number of public rental housing units produced by the Housing Authority in Hong
Kong from 2010 to 2014;

° total number of private residential housing units in new completions in Hong Kong from
2010 to 2014;

° revenue of foundation industry in Hong Kong from 2010 to 2014;

° historical estimated average fee per foundation work project in Hong Kong from 2009 to
2014;

° estimated average fee per foundation work project in Hong Kong from 2009 to 2014;

° estimated average fee per foundation work project based on site area in Hong Kong from
2010 to 2014;

° price trend of steel reinforcements, cement, concrete blocks and diesel fuel in Hong Kong
from 2010 to 2014;

° estimated number of workers involved in foundation industry in Hong Kong from 2010 to
2014; and

° price trend of construction worker wages in Hong Kong from 2010 to 2014.
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MARKET OVERVIEW OF THE CONSTRUCTION INDUSTRY IN HONG KONG

Relevant economic trends directly impacting the development of the construction industry in

Hong Kong

Increasing housing land supply

With a CAGR of approximately 14.2%, the residential property price index increased from about
150.9 in 2010 to about 256.9 in 2014 (the price index in 1999 is set at 100), which reveals an
underlying issue of excessive residential property prices in Hong Kong. In order to stabilise the
residential property prices, the Government has decided to increase housing land supply to meet the

demand.

In 2011 Policy Address, the Government made a commitment to reserve residential land and to
provide in an average of 20,000 residential flats each year in the coming decade. Followed by a short
and medium term measures announced in 2014 Policy Address, the Government decided to increase
the housing units supply by offering about 470,000 units of housing in the coming decade, while 60%
of which belongs to public housing. According to the recently published 2015 Policy Address, the
Government estimated that about 210,000 residential units will be available in the five years of
2014-15 to 2018-19, about 70% of which will be used for public housing. These policies are expected
to continue to fuel the growth momentum of the Hong Kong construction industry.

Growing supply of office buildings and industrial properties

Since the supply of office building and industrial properties cannot meet the growing demand,
the rental prices for commercial and industrial properties have been rising. The private office rental
index increased from approximately 147.6 in 2010 to approximately 213.5 in 2014 (the rental index
in 1999 is set at 100), representing a CAGR of approximately 9.7%. Meanwhile, the industrial
property rental index also rose from approximately 108.9 in 2010 to about 160.0 in 2014 (the rental
index in 1999 is set at 100), at a CAGR of about 10.1%.

In the light of this matter, the Government planned to convert GIC (government, institution or
community) sites for commercial and industrial purposes in the 2014 Policy Address. Furthermore,
around 105 applications for lease modification and special wavier through the revitalisation measures
for industrial buildings had been approved in December 2014. Hence, it is anticipated that about 1.24
million square meters of converted or new floor will be available for commercial or other uses. To
conclude, more construction works are foreseeable in response to the Government’s plans and policies,

which will support the growth of Hong Kong construction industry in the future.
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Major government policies and regulations affecting the construction industry in Hong Kong

Statutory minimum wage

Since the Minimum Wage Ordinance came into effective in May 2011, the statutory minimum
wage rate per hour has been kept adjusting to catch up the inflation in Hong Kong. The statutory
minimum wage rate per hour was HK$28.0 in 2011 and was further increased to HK$32.5 in May
2015. Since construction industry is an industry that is more skilful oriented and labour intensive in
nature, contractors are needed to offer higher wage increment than the statutory requirement to retain
the skilled and experienced workers. Therefore, Statutory Minimum Wage lifts up the labour cost in

the Hong Kong construction industry.

Introduction of the Supplementary Labour Scheme

Since the labour shortage issue has long been existed in the Hong Kong construction industry and
is getting more serious with ageing workers, the Government decided to introduce the Supplementary
Labour Scheme to tackle the problem in 1996. As of December 2014, there were about 44.4% of
registered construction workers who have been in the industry for more than 10 years aged over 50.
According to the figures released by the Government and the Construction Industry Council in
October 2014, the Hong Kong construction industry is currently facing the problem of labour shortage
with about 10,000 to 15,000 skilled workers.

In the light of this matter, the Government therefore introduced the Supplementary Labour
Scheme in the hope of solving the problem. This scheme allows employers to import skilled and
experienced construction workers from foreign countries, such as the United Kingdom, Australia, and
Middle East.

MARKET OVERVIEW OF THE FOUNDATION INDUSTRY IN HONG KONG

The revenue growth of the foundation industry was close to that of construction industry, at
CAGRs of about 18.3% and 21.6% respectively during the period from 2010 to 2014

The estimated gross output value of piling and related foundation works in the foundation
industry in Hong Kong grew from about HK$9.9 billion from 2010 to about HK$19.4 billion to 2014,
at a CAGR of about 18.3%. The Ten Major Infrastructure Projects proposed in 2007 was the main
driver of the revenue growth of the foundation industry in Hong Kong during the period. As the
foundation works of some of these infrastructure projects, such as the Hong Kong section of the
Guangzhou-Shenzhen-Hong Kong Express Rail Link, got completed in early 2013, the revenue of the
foundation industry slightly dropped in 2013. However, the growth resumed in 2014 as new

infrastructure projects began.
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The development of the construction industry benefits the foundation industry development

Foundation works such as drilling and pilling are usually conducted before structures are being
constructed, the development of the foundation industry depends largely on that of the construction
industry. In 2014, the revenue of the foundation industry in Hong Kong accounted for about 12.6% of
the gross output value performed by Main Contractors and subcontractors at local construction sites.

This suggests that foundation projects have its importance in the construction industry.

The problem of labour shortage is getting worsened in Hong Kong’s foundation industry,
partly due to the decreasing number of new construction workers and an ageing workforce

From 2010 to 2014, the average wage of construction worker in Hong Kong increased at a CAGR
of about 10.7%, from an estimated hourly wage of about HK$57.9 to HK$86.9. However, because of
the lack of career prospects and the labour intensive nature of the industry, the wage growth has done
little in resolving the labour shortage problem in the foundation industry. The ageing problem also
exacerbates the problem of labour shortage, particularly the shortage of skilled labour, in the
construction industry. As of December 2014, about 44.4% of the construction workers were at the age
of 50 or above and had generally more than 10-year experiences. These workers will soon retire and
leave the industry. Finally, although the number of registered labourers in the construction industry
increased from 264,685 to 336,002 from 2010 to 2014, only approximately 20.8% of all registered

workers (i.e. about 70,000 registered labourers) were active as of May 2014.

The Buildings Department has been seeking ways to better supervise the foundation industry
in Hong Kong

The Buildings Department has implemented different initiatives to improve the built quality of
Hong Kong’s foundation industry. For example, in 2010, it implemented the 100 Per Cent Testing of
Foundation Works, which involves formulating proof test requirements for piling works and
strengthening control of ground investigation work to better supervise foundation works, while in
2011, it tightened policy on-site inspections, which involves surprise inspections, expanded scope of

audits, and a performance-based approach for site auditing.
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Demand for residential and commercial buildings is expected to remain high and support the
revenue growth of the Hong Kong foundation industry

HKS billion
60.0 51.8
50.0
40.0
30.0
20.0

10.0

0.0 + I I I I I I I I I I
2010 2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

——Revenue of foundation industry

Note: Data refers to gross output value of piling and related foundation works in nominal terms performed by Main

Contractors and foundation contractors at construction sites.

Source: Ipsos report

From 2010 to 2014, the revenue of the foundation industry in Hong Kong grew by a double from
about HK$9.9 billion to about HK$19.4 billion, at a CAGR of about 18.3%. The growth of the
foundation industry reflects that of the construction industry, considering that foundation works are
performed once a construction project starts. From 2010 to 2014, the revenue growth of the foundation
industry was mainly driven by the public sector, where the Ten Major Infrastructure Projects and the
Public Housing Development Program took place.

The revenue of the foundation industry is expected to increase from about HK$24.5 billion in
2015 to about HK$51.8 billion in 2019, at a CAGR of about 20.6%. The expected increase in the
demand for residential and commercial buildings leads to such expectation.

Affordable housing supply is expected to increase because of the continual hyperactive housing
market driven by property investments and a growing population. Therefore, demand for foundation
works is expected to remain high. According to the 2015 Policy Address, the private sector is expected
to produce about 14,600 flats per year in the coming five years, compared with about 11,400 flats per
year in the past five years. The demand for commercial buildings is also expected to remain high,
given the number of newly registered companies in Hong Kong continues to grow, from about 139,530
units in 2010 to about 167,280 units in 2014. This implies the continual demand for office space and
hence foundation works.
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The average wholesale price of steel reinforcements in Hong Kong decreased from 2010 to
2014 because of the worsening European economy and tighter Chinese monetary policy
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From 2010 to 2014, the average wholesale price of steel reinforcements decreased from an
average of about HK$5,734 per metric tonne to an average of about HK$4,775 per metric tonne, at a
CAGR of about -4.5%. The highest average wholesale price of steel reinforcements in Hong Kong was
observed at about HK$6,595 per metric tonne in September 2011, mainly because of the strong

demand for construction work in Hong Kong.

However, from September 2011 to the December 2014, the average wholesale price of steel
reinforcements in Hong Kong fell by about 34.1%. Such drop was mainly caused by the worsening
European economy and China’s monetary tightening policies, which brought difficulty in financing

and hence decreased the downstream industries’ demand for steel reinforcements.
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The average wholesale price of cement in Hong Kong increased from 2010 to 2014 because of
the increased demand for construction works in Hong Kong, Macau and China
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From 2010 to 2014, the average wholesale price of cement in Hong Kong increased substantially
from an average of about HK$613 per metric tonne to an average of about HK$720 per metric tonne,
representing a CAGR of about 4.1%. During the period studied, the lowest average wholesales price
of cement was recorded in 2010. This was mostly caused by the lingering effect of the decreased

demand for cement after the 2008 global financial crisis.

The average wholesale price of cement increased annually at an average of about 4.3% from 2010
to 2014. The highest annual growth of average wholesale price of cement was observed in 2011, at

about 8.2%. This was mostly because of the measures to reduce the oversupply cement in the market.
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The average hourly wage of construction worker in Hong Kong is expected to continue to
increase
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From 2010 to 2014, the average wage of construction worker in Hong Kong increased from an
estimated HK$57.9 per hour to an estimated HK$86.9 per hour, representing a CAGR of about 10.7%.

The average hourly wage of construction worker in Hong Kong is expected to surge in the next
few years. The expected growth is attributed to the ongoing demand for construction works but limited
supply of construction workers. The problem of labour shortage is exacerbated by an ageing
workforce, as old and skilled construction workers approach retirement and leave the industry, while

young people are not interested in joining the construction industry.

Future trends and development of the foundation industry in Hong Kong

More contractors provide on-site training to workers in the foundation industry in Hong Kong

Because of the shortage of foundation workers, in particular the skilled ones, both Main
Contractors and subcontractors have started to provide more on-site training to new employees. The
labour shortage problem has also led Main Contractors and subcontractors to be more willing to hire

workers with less experience, and to provide them with more support and training.
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To avoid disturbing the public, foundation contractors increasingly prefer piling systems that
produce less noise and vibration during operation

Generally, if the Environmental Protection Department receives public complaints about the
noise and vibration generated from foundation operations, the foundation operation must be stopped
if they exceed the statutory limit. This may delay the project completion and cost the contractors
penalties. Therefore, to avoid any construction delay, the foundation industry prefers piling systems
that generate less noise and vibration during operation.

More foundation contractors become more reliant on machinery and have developed design
capability

Foundation companies in Hong Kong have become more reliant on machinery, which is used to
replace manual works. These machines include automatic propellers and automatic steel reinforcement
binding machine. As more machines are used, more foundation works can be done and labour usage
can be reduced.

There are more foundation companies which have developed design capability, so that they can
speed up the construction time and minimise the use of labour and construction materials, and hence
deliver projects efficiently at lower costs.

COMPETITIVE LANDSCAPE OF THE FOUNDATION INDUSTRY IN HONG KONG
Situation of competition

The five largest players contributed approximately HK$9.4 billion to the Hong Kong foundation
industry in 2014, which accounted for approximately 48.3% of the total revenue of the Hong Kong
foundation industry in 2014. The revenue of the fifth largest player only accounted for around 6.3%
of the total revenue of the Hong Kong foundation industry in 2014.

As of December 2015, there were over 130 registered contractors under the Buildings
Department as the Specialist Contractors (Sub-register of Foundation Works Category). Also, there
were 41 registered contractors under the Development Bureau as the Specialist Contractors for Public
Works under the land piling category. Furthermore, there were ten registered contractors belong to the
large diameter bored piling category and nine registered contractors belong to the percussive piling
category under the Housing Authority respectively. In 2014, these foundation contractors contributed
approximately HK$19.4 billion to the revenue of the construction industry in Hong Kong.

Factors of competition

Maintaining good relationships with customers, subcontractors and raw material suppliers
Maintaining good relationships with customers, subcontractors and raw material suppliers

enables the foundation contractors to stay competitive in the Hong Kong foundation industry. For

instance, the chance of winning construction contracts would be higher than their counterparts if the
foundation contractors could build a good and stable business relationship with the customers.
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Furthermore, Main Contractors in the construction industry tend to outsource their foundation works
to the foundation contractors with better working experience in the past. In addition, by maintaining
good relationships with raw material suppliers, the foundation contractors would enjoy higher
flexibility on sourcing resources and executing the foundation works.

Higher flexibility on meeting requirements and timeline

Customers and Main Contractors prefer to work with the foundation contactors who are able to
meet the requirements and timeline. Flexibility on meeting the requirements and timeline is therefore
one of the important factors of competition in this industry. The foundation contractors with a higher
flexibility generally possess a higher capability in sourcing and allocating all the related resources
such as raw materials, specialised foundation machineries and workers. As a result, the foundation
contractors with a higher flexibility would stand a higher chance to win construction projects.

Better reputation with proven track record and safety record

The foundation contractors who have established good reputation normally have proven track
record and safety record. In general, a foundation contractor would be seen as holding proven track
record if the contractor can complete the projects on time, providing good quality of foundation works
and possessing a capability of meeting safety and environmental requirements. In addition to that,
foundation contractors who have proven safety record are also more competitive than their
counterparts. Since injuries and casualties would bring lengthy and expensive lawsuits to all the
parties that involved in the projects, holding proven safety record would give customers and Main
Contractors an impression that the foundation contractors stand a lower chance in facing the lawsuits
about labour injuries and casualties.

Competitive pricing of projects

The project pricing would be one of the major competition factors to attract customers and Main
Contractors in the foundation industry in Hong Kong. Pricing strategies allow the players to
differentiate among their competitors. The foundation contractors who offer high quality of foundation
works with reasonable project fees are in general more competitive than their counterparts.

Entry barriers of the foundation industry in Hong Kong

Unestablished reputation

Owning good reputation is important to the foundation contractors as most of the construction
projects are awarded via referral. The foundation contractors with better reputation would be seen as
having higher capability in delivering better quality of works and completing the projects on time,
which therefore stand a higher chance in winning contracts. However, since the reputation of new
entrants is unestablished, it is therefore hard for them to attract business and to compete with the
experienced foundation contractors. Hence, the unestablished reputation would be one of the entry
barriers in the industry.
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Significant amount of initial capital required

To purchase specialised machineries and fulfil capital requirements for registration, the
foundation contractors in Hong Kong require significant amount of initial capital. By possessing the
own specialised machineries such as crawler cranes, air compressors, hydraulic crawler drills and
other equipment needed for foundation works, the foundation contractors would enjoy higher
flexibility in satisfying the needs of different projects and coordinating its resources efficiently. As a
result, in order to enjoy the higher flexibility, a large amount of capital is needed to purchase the
specialised machineries. Apart from that, in order to register under different Government departments,
the foundation contractors in Hong Kong are required to fulfil different capital requirements. For
instance, the minimum working capital for a foundation contractor is HK$8,600,000 if the contractor
is willing to register at Land Piling Group II under the Works Branch Development Bureau. To
conclude, the foundation contractors require significant amount of initial capital, forming an entry

barrier of the foundation industry in Hong Kong.

Lacking practical experience

In the foundation industry, contractors’ experience and their job reference are the major factors
to assess the appropriateness of foundation contractors. Experienced contractors are in general
receiving higher possibility to win the contracts from customers and Main Contractors. In contrast,
new entrants of the industry would be considered as lack of experience which is hard for them to
compete with the experienced competitors. Furthermore, in order to be eligible for tendering and
executing certain foundation works projects in the public sector, new entrants are required to obtain
technical qualifications. New entrants may face difficulties to obtain the technical qualifications as
they lack of practical experience. Therefore, lacking practical industry experience would be an entry

barrier of the foundation industry in Hong Kong.

Opportunities of the foundation industry in Hong Kong

Up-coming infrastructure projects invested by the Government

Since 2007, the foundation industry has received significant opportunities due to the
commencement of Ten Major Infrastructure Projects which initiated by the Government. In the future,
it is expected that the Government will continue to support the growth of the foundation industry by
investing more infrastructure projects in Hong Kong. According to the 2015-16 Budget Speech, the
Government is budgeted to invest approximately HK$76.3 billion on public infrastructure. The
investment will cover (i) the proposal of developing a new commercial district between Hong Kong
Island and Lantau Island through building an artificial island; and (ii) the feasibility study of the six
sites inside the hotel belt that near Victoria Harbour and next to the Kai Tak Cruise Terminal, etc. It
is therefore anticipated that these up-coming infrastructure projects would continue to provide

opportunities to the foundation industry in Hong Kong.
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Increasing population in Hong Kong

With an expectation that the population in Hong Kong will keep increasing and reach
approximately 8.6 million in 2036, it is predicted that the demand for residential properties will
continue to grow in the future. In response to the increasing demand of residential properties, more
renovation and construction projects of residential buildings in private sector are expected to come up.
In addition, the Government also introduced a few policies with an aim to increase the supply of
residential land in the recent three years. For instance, about 80 additional green belt sites,
government institutions and community sites are planned to rezoned in an exchange for the extra
residential area of over 150 hectares. The Government would also allocate more land for MTR and the
Urban Renewal Authority projects. Furthermore, according to the 2014 Policy Address, Wah Fu Estate
is planned to be redeveloped and the areas near Wah Fu Estate, South of Pok Fu Lam will be used for
public housing development. As a result, with the Government’s initiative, it is expected the demand
for foundation works service will continue to increase in Hong Kong, providing opportunities for the

growth of the foundation industry.

Threats of the foundation industry in Hong Kong

The issue of labour shortage

Due to the ageing workforce and decreasing number of young people joining the construction and
foundation industries, the industries have been facing with the problem of labour shortage. The issue
of ageing workforce is intensified nowadays and there were about 44.4% of registered workers who
have been in the construction industry for more than 10 years aged over 50 in December 2014.
Moreover, the problem of labour shortage in the Hong Kong construction industry is getting more
serious since the commencement of numerous large scale construction projects in Macau and China.
It is because that the Hong Kong construction workers have been attracted to work in Macau and China
due to the higher salaries offered. As a result, given the insufficient supply of labour, the probability
of project delay in the industries would therefore increase. Hence, the problem of labour shortage shall

pose a threat to the foundation industry in Hong Kong.

Growing operation costs

It is noted that the foundation industry in Hong Kong has been facing the growing operation costs
and the upward trend can be attributed to the increasing spending on labour and raw materials. For
instance, the average wage rate of construction workers in Hong Kong has continued to rise from
approximately HK$57.9 per hour in 2010 to approximately HK$86.9 per hour in 2014, representing
a CAGR of approximately 10.7%. Furthermore, in order to retain the experienced construction
workers who may be attracted by higher salaries in Macau and China, the contractors in Hong Kong
have started to pay higher wage rate, resulting a higher spending on the labour. Such growing
operation costs would therefore lower the profit margin in the foundation industry in Hong Kong,

becoming one of the threats in the industry.
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The five largest players in the Hong Kong foundation industry in 2014

The following table sets forth the information on the five largest players in the Hong Kong

foundation industry in 2014:

Share
of total
Name of Headquarter Revenue industry
Rank company location in 2014 revenue Key service scope
(HK$ million)
1 Company A Hong Kong 2,990 15.4% A foundation contractor which handles

large diameter bored pile (with bell-out),
mini-pile, precast prestressed tubular pile,
rock-socketed steel H-pile in pre-bored
hole, steel H-pile, steel tubular pile

2 Company B Hong Kong 2,289 11.8% A Main Contractor which also handles
large diameter bored pile (with bell-out),
precast concrete pile, precast prestressed
tubular pile, rock-socketed steel H-pile

3 Company C Hong Kong 1,654 8.5% A Main Contractor which also handles
barrette pile, large diameter bored pile
(with bell-out), mini-pile, non-percussion
cast-in-situ concrete pile, percussion
cast-in-situ concrete pile, precast
prestressed tubular pile, rock-socketed steel
H-pile in pre-bored hole, steel H-pile, steel
tubular pile

4 Company D Hong Kong 1,233 6.3% A foundation contractor which handles
large diameter bored pile (with bell-out),
mini-pile, rock-socketed steel H-pile in
pre-bored hole, steel H-pile

5 Company E  Hong Kong 1,219 6.3% A foundation contractor which handles
driven steel H-pile, driven precast concrete
pile, prebored socketed steel H-pile,
mini-pile, prebored friction pile, pipe pile,
soldier pile and sheet pile for pile wall,
bored pile, footing and pile caps

Others 10,061 51.7%

Total 19,446 100.0%

Source: Ipsos Report

Notes:

1. The total revenue in 2014 refers to the revenue generated from the whole foundation industry in Hong Kong in 2014

(January to December).

2. The revenue of our Group for the year ended 31 March 2015 represents approximately 1.8% of the revenue generated

from the whole foundation industry in Hong Kong in 2014 (January to December).
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THE LAWS AND REGULATIONS OF HONG KONG

During the Track Record Period, our Group is principally engaged in the provision of foundation
services in Hong Kong. This section sets out a summary of the principal laws and regulations of Hong
Kong which are relevant to our Group’s business.

THE LAWS AND REGULATIONS IN RELATION TO CONSTRUCTION LABOUR, HEALTH
AND SAFETY

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

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

all persons employed by him at the industrial undertaking. The duties of a proprietor extend to include:

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

o making arrangements for ensuring safety and health in connection with the use, handling,

storage and transport of articles and substances;

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

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

° providing and maintaining a safe and healthy working environment.

A proprietor who contravenes any of these duties commits an offence and is liable to a fine of
HK$500,000. A proprietor who contravenes any of these requirements wilfully and without reasonable

excuse commits an offence and is liable to a fine of HK$500,000 and to imprisonment for 6 months.

Matters regulated under the subsidiary regulations of the Factories and Industrial Undertakings
Ordinance, including the Construction Sites (Safety) Regulations (Chapter 591 of the Laws of Hong
Kong), include (i) the prohibition of employment of persons under 18 years of age (save for certain
exceptions); (ii) the construction, maintenance and operation of hoists; (iii) the duty to ensure safety
of places of work; (iv) prevention of falls; (v) safety of excavations; (vi) the duty to comply with
miscellaneous safety requirements; and (vii) provision of first aid facilities. Non-compliance with any
of these rules commits an offence and different levels of penalty will be imposed and a contractor
guilty of the relevant offence could be liable to a fine up to HK$200,000 and imprisonment up to 12
months.
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Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong)

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

Employers must as far as reasonably practicable ensure the safety and health in their workplaces

by:
° providing and maintaining plant and systems of work that are safe and without risks to
health;
° making arrangements for ensuring safety and absence of risks to health in connection with

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

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

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

° provision and maintenance of means of access to and egress from the workplace that

are safe and without any such risks;

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

° providing and maintaining a working environment for the employees that is safe and
without risks to health.

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

imprisonment for 6 months.

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

continues the non-compliance or contravention.
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Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong)

The Employees’ Compensation Ordinance establishes a no-fault and non-contributory employee
compensation system for work injuries and 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 Employees’ Compensation Ordinance, if an employee sustains an injury or dies as a
result of an accident arising out of and in the course of his employment, his employer is in general
liable to pay compensation even if the employee might have committed acts of faults or negligence
when the accident occurred. Similarly, an employee who suffers incapacity arising from an
occupational disease is entitled to receive the same compensation as that payable to employees injured
in occupational accidents.

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

principal contractor before making any claim or application against such principal contractor.

Pursuant to Section 40 of the Employees’ Compensation Ordinance, all employers (including
contractors and subcontractors) are required to take out insurance policies to cover their liabilities
both under the Employees’ Compensation Ordinance and at common law for injuries at work in respect
of all their employees (including full-time and part-time employees). Under Section 40(1B) of the
Employees’ Compensation Ordinance, where a principal contractor has undertaken to perform any
construction work, it may take out an insurance policy for an amount not less than HK$200 million
per event to cover his liability and that of his subcontractor(s) under the Employees’ Compensation
Ordinance and at common law. Where a principal contractor has taken out a policy of insurance under
Section 40(1B) of the Employees’ Compensation Ordinance, the principal contractor and a
subcontractor insured under the policy shall be regarded as having complied with Section 40(1) of the
Employees’ Compensation Ordinance.

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

imprisonment for 1 year.

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

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

lawfully on the land or other property.
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The Occupiers Liability Ordinance imposes a common duty of care on an occupier of premises
to take such care as in all the circumstances of the case is reasonable to see that the visitor will be
reasonably safe in using the premises for the purposes for which he is invited or permitted by the

occupier to be there.

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

The Construction Workers Registration Ordinance provides for the registration and regulation of
construction workers personally carrying out construction work and related matters. Generally it
prohibits unregistered construction workers carrying out on construction sites construction work and
prohibits against employing unregistered construction workers to carry out on construction sites
construction work. It also prescribes the functions of the Construction Industry Council established
under the Construction Industry Council Ordinance (Chapter 587 of the Laws of Hong Kong) for the
supervision of the registration of construction workers.

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

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

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

of the building works; and

(b) the wages due to such an employee for 2 months without any deductions (such months shall

be the first 2 months of the period in respect of which the wages are due).

An employee who has outstanding wage payments from subcontractor must serve a notice in
writing on the principal contractor within 60 days (or such other additional period not exceeding 90
days as the Commissioner for Labour may permit) after the date on which the wages become due. A
principal contractor and superior subcontractor (where applicable) shall not be liable to pay any wages
to the employee of the subcontractor if that employee fails to serve a notice on the principal contractor.
Upon receipt of such notice from the relevant employee, a principal contractor shall, within 14 days
after receipt of the notice, serve a copy of the notice on every superior subcontractor to that
subcontractor (where applicable) of whom he is aware. A principal contractor who without reasonable
excuse fails to serve notice on the superior subcontractor(s) shall be guilty of an offence and shall be
liable on conviction to a fine of HK$50,000.
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Pursuant to Section 43F of the Employment Ordinance, if a principal contractor or superior
subcontractor pays to an employee any wages under Section 43C of the Employment Ordinance, the
wages so paid shall be a debt due by the employer of that employee to the principal contractor or
superior subcontractor, as the case may be. The principal contractor or superior subcontractor may
either (1) claim contribution from every superior subcontractor to the employee’s employer or from
the principal contractor and every other such superior subcontractor as the case may be, or (2) deduct
by way of setoff the amount paid by him from any sum due or may become due to the subcontractor
in respect of the work that he has subcontracted.

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

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

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

Immigration Ordinance (Chapter 115 of the Laws of Hong Kong)

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

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

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

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage rate (currently
set at HK$32.5 per hour) during the wage period for every employee engaged under a contract of
employment under the Employment Ordinance. Any provision of the employment contract (whether
contract was entered into before, on or after this Minimum Wage ordinance) which purports to
extinguish or reduce the right, benefit or protection conferred on the employee by the Minimum Wage
Ordinance is void.
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THE LAWS AND REGULATIONS IN RELATION TO ENVIRONMENTAL PROTECTION

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

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

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

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

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

Under the Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation (the
“NRMM Regulation”), non-road mobile machinery, except those approved or exempted, are required
to comply with the prescribed emission standards. From 1st September 2015, all regulated machines
sold or lease for used in Hong Kong must be approved or exempted with a proper label in a prescribed
format issued by the Environmental Protection Department. Starting from Ist December 2015, only
approved or exempted non-road mobile machinery with a proper label are allowed to be used in
specified activities and locations including construction sites.

The Environmental Protection Department may on application, approve a regulated machine if
it is satisfied that the emission from the machine conforms to the prescribed emission standard. In
order to obtain approval for non-road mobile machinery, supporting information and documents for
each non-road mobile machinery has to be provided to Environmental Protection Department to prove
that the non-road mobile machinery is in line with the prescribed emission standards.

In addition, the Environmental Protection Department may, on application, exempt a regulated
machine or non-road vehicle from the application of section 4(1), 5(1) or 6(1) of the NRMM
Regulation if it is satisfied that the machine or vehicle is in Hong Kong at any time on or before 30th
November 2015. A period of 6 months (from 1 June 2015 to 30 November 2015, both dates inclusive)
will be allowed for the existing non-road mobile machinery to apply for exemption.
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According to the NRMM Regulation, unless the machine is approved, a person who uses or
causes to be used a regulated machine in a specified activity commits an offence and is liable on
conviction to a fine of $200,000.00 and to imprisonment for 6 months. Any person who uses or causes
to be used in a specified activity a regulated machine that is approved or exempted without ensuring
that the label complies with the requirements specified in Schedule 2 of the NRMM Regulation and
is painted or affixed on the machine and properly maintained in accordance with the requirements
specified in Schedule 2 of the NRMM Regulation or without ensuring that the information set out in
the label conforms with the information provided to the authority in support of the application for the
approval or exemption of the machine commits an offence and is liable on conviction to a fine at level
5 and to imprisonment for 3 months.

In 8 February 2015, the Development Bureau of the Government of Hong Kong SAR issued a
Technical Circular (Works) No. 1/2015 in relation to the implementation plan to phase out the use of
exempted non-road mobile machineries for four types of non-road mobile machineries, namely
generators, air compressors, excavators and crawler cranes in new capital works contracts of public
work including design and build contracts, with an estimated contract value exceeding HK$200
million and tenders invited on or after 1 June 2015 as set out below:

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

Note: Notwithstanding the above plan, exempted non-road mobile machineries may still be permitted at the discretion of the
architect/engineer if there is no feasible alternative.

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

The Noise Control Ordinance provides statutory controls, among others, to restrict and reduce
the nuisance caused by environmental noise from construction, industrial and commercial activities.
A contractor shall comply with the Noise Control Ordinance and its subsidiary regulations in carrying
out construction works. For construction activities that are to be carried out during the restricted hours
and for percussive piling during the daytime, not being a general holiday, construction noise permits
are required from the Director of the Environmental Protection Department in advance.
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Under the Noise Control Ordinance, construction works that produce noises and the use of
powered mechanical equipment (other than percussive piling) are not allowed between 7:00 p.m. and
7:00 a.m. or at any time on general holidays (including Sunday), unless prior approval has been
granted by the Director of the Environmental Protection Department through the construction noise
permit system. The use of certain equipment is also subject to restrictions. Hand-held percussive
breakers and air compressors must comply with noise emissions standards and be issued with a noise
emission label from the Director of the Environmental Protection Department.

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

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

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

All kind of effluent discharges, whether discharged into communal sewers, storm drains, river
courses or water bodies, other than domestic sewage into sewer and unpolluted water into storm drains
or water bodies, should be covered by licences granted under the Water Pollution Control Ordinance
before making the discharge.

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

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

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

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

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

during which it is proved to the satisfaction of the court that the offence has continued.

Environmental Impact Assessment Ordinance (Chapter 499 of the Laws of Hong Kong)

The Environmental Impact Assessment Ordinance is to avoid, minimise and control the adverse
environmental impact from designated projects as specified in Schedule 2 of the Environmental
Impact Assessment Ordinance (for example, public utility facilities, certain large-scale industrial
activities, community facilities, etc.) through the application of the environmental impact assessment
process and the environmental permit system prior to their construction and operation (and

decommissioning, if applicable), unless otherwise exempted.

According to the Environmental Impact Assessment Ordinance, a person commits an offence if
he constructs or operates a designated project as listed in Part I of Schedule 2 of the Environmental
Impact Assessment Ordinance (which includes roads, railways and depots, airports and port facilities,
reclamation, hydraulic and marine facilities, dredging operations and dumping, energy plants, water
extraction and water supply, sewage works, waste storage, transfer and disposal facilities, utility
pipelines, transmission pipelines and substations, waterways and drainage works, mineral extraction
operations, industrial activities, storage, transfer and trans-shipment of fuels, agriculture and fishery
activities, community facilities, tourist and recreational developments, residential and other
developments and other miscellaneous projects of cultural heritage or special scientific interest and
underground rock caverns) or decommissions a designated project listed in Part II of Schedule 2 of
the Environmental Impact Assessment Ordinance without an environmental permit for the project; or
contrary to the conditions, if any, set out in the permit. The offender is liable (a) on a first conviction
on indictment to a fine of HK$2,000,000 and to imprisonment for 6 months; (b) on a second or
subsequent conviction on indictment to a fine of HK$5,000,000 and to imprisonment for 2 years; (c)
on a first summary conviction to a fine up to HK$100,000 and to imprisonment for 6 months; (d) on
a second or subsequent summary conviction to a fine of HK$1,000,000 and to imprisonment for 1 year,
and in any case where the offence is of a continuing nature, the court or magistrate may impose a fine
of HK$10,000 for each day on which he is satisfied the offence continued.
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Public Health and Municipal Services Ordinance (Chapter 132 of the Laws of Hong Kong)

According to Section 127 of the Public Health and Municipal Services Ordinance, where a
nuisance notice is served on the person by reason of whose act, default or sufferance the nuisance
arose or continues, or if that person cannot be found, on the occupier or owner of the premises or
vessel on which the nuisance exists, then if either the nuisance to which the notice relates arose by
reason of the wilful act or default of that person or that person fails to comply with any of the

requirements of the notice within the period specified therein, that person shall be guilty of an offence.

Emission of dust from any building under construction or demolition in such manner as to be a
nuisance is actionable under the Public Health and Municipal Services Ordinance. Discharge of water,
whether waste or otherwise, from a construction site is actionable under the Public Health and
Municipal Services Ordinance. The maximum penalty is HK$25,000 (level 4) upon conviction with a
daily fine of HK$450.

Where it appears to the Director of Food and Environmental Hygiene or relevant authority that
there is, or is likely to be, upon any premises any accumulation of water, whether waste or otherwise,
likely to contain mosquito larvae or pupae, the relevant authority may, whether such accumulation of
water is presently found to exist or not, serve notice on the person responsible for the premises. If such
person without reasonable excuse fails to comply with the requirements of the notice served on him
shall be guilty of an offence under the Public Health and Municipal Services Ordinance. The maximum
penalty is HK$25,000 (level 4) upon conviction and a daily fine of HK$450.

Any accumulation or deposit of refuse which is a nuisance or injurious or dangerous to health
is actionable under the Public Health and Municipal Services Ordinance. The maximum penalty is
HK$10,000 (level 3) upon conviction and a daily fine of HK$200.

Any premises in such a state as to be a nuisance or injurious or dangerous to health is actionable
under the Public Health and Municipal Services Ordinance. The maximum penalty is HK$10,000
(level 3) upon conviction and a daily fine of HK$200.

THE LAWS AND REGULATIONS IN RELATION TO CONTRACTOR LICENSING AND
REGISTRATION

Contractor Licensing Regime

Under the current contractors registration system in Hong Kong, the Building Authority keeps (a)
a register of general building contractors who are qualified to perform the duties of a general building
contractor; (b) a register of specialist contractors who are qualified to carry out specialised works
(such as demolition works, foundation works, ground investigation works, site formation works and
ventilation works) specified in the category in the sub-register in which they are entered; and (c) a
register or provisional register of minor works contractors who are qualified to carry out minor works
(such as alteration and addition works, repair works, etc.) belonging to the class, type and item
specified in the register in which they are registered.
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Subcontractors, including foundation and substructure construction subcontractors, in Hong
Kong may apply for registration under the Subcontractor Registration Scheme managed by the
Construction Industry Council.

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

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

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

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

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

Ordinance to understand building works and street works through relevant experience and

a general knowledge of the basic statutory requirements.

In considering each application, the Building Authority is to have regard to the qualifications,
competence and experience of the following key personnel of the applicant:

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

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

(i) have access to plant and resources;

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

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

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

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

Mr. Yu Shiu Tin Paul and Mr. Fung Kin Shing are appointed as the Authorised Signatories and

Mr. Yu Shiu Tin Paul is appointed as the Technical Director to act for the purpose of the Buildings
Ordinance for K. H. Foundations.
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In addition to the above key personnel, the applicant is also required to demonstrate that it has
employed appropriate qualified staff members to assist the applicant and the above key personnel to
execute, manage and supervise the building works and street works.

For registration as a registered specialist contractor, the applicant must satisfy the Buildings
Department that it has the necessary experience and, where appropriate, professional and academic
qualifications, to undertake work in the specialist category and should also demonstrate that it has the

access to engaging qualified persons to carry out the relevant specialised duties.

The Buildings Department imposes specific requirements on the directors of a contractor and the

person appointed by the contractor to act for it for the purposes of the Buildings Ordinance.

Private Sector Foundation Projects

Private sector foundation projects cover projects launched by private developers as well as any
other entities not being Government departments and statutory bodies, including but not limited to

utility companies, charity organisations, and private educational institutions.

In order to undertake private sector foundation works as main contractor, a contractor must be
registered with the Buildings Department as a registered specialist contractor under the categories of
foundation works, unless the main contractor subcontracts those works to a registered specialist

contractor as described below.

Where the main contractor engages a registered specialist contractor under the categories of
foundation works to undertake foundation and site formation works, irrespective of whether such
foundation and site formation works form the whole or part of the contract works, the main contractor
itself would not be required to be a registered specialist contractor under the relevant category.
Subcontractors undertaking foundation works are required to be registered specialist contractors under

the categories of foundation works.

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

may be.

Public Sector Foundation Projects

For public sector projects, registration with the Buildings Department as a registered specialist
contractor under the categories of foundation works is one of the requirements for contractors

undertaking foundation in the public sector under the Development Bureau.
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Generally speaking, as long as the principal contractor holds all the required registrations for the
project, the subcontractors are not required to hold the same registrations as the main contractors in
public projects. However, being registered on the Subcontractor Registration Scheme at the
Construction Industry Council (&#5 3 ) is required for subcontractors to participate in public
projects commissioned by certain Government departments and statutory bodies, including the Airport
Authority, Development Bureau and the Housing Authority.

Pursuant to a technical circular issued by the Works Branch of the Development Bureau (the
Environment, Transport and Works Bureau at the time of issue of the technical circular) on 14 June
2004, all capital works and maintenance works contracts of the government with tenders to be invited
on or after 15 August 2004 shall require the contractor to employ all subcontractors (whether
nominated, specialist or domestic) that are registered from the respective trades available under the
Primary Register of the Voluntary Subcontractor Registration Scheme introduced by the Provisional
Construction Industry Co-ordination Board (lfilFf &4 #4128 Z% B &) whose work was taken over by
the Construction Industry Council in February 2007.

Below is a summary of the further requirements for a registered specialist contractor under the
categories of foundation works to undertake foundation work projects of the Development Bureau:

Development Bureau projects

If a contractor wishes to carry out public land piling works of the Development Bureau, it must
be included in either “Group I” or “Group II” of the List of Approved Suppliers of Materials and
Specialist Contractors for Public Works (the “Specialist List”) which is administered by the
Professional Services Section of the Development Bureau under the category of “Land Piling” in
respect of the relevant piling system. The Development Bureau makes additions, deletions, alterations
or amendments as appropriate to the Specialist List from time to time. The scope of work in this
category covers design, supply and installation of registered piling systems on land. Specialist List
Group I Land Piling contractors can undertake foundation contracts/subcontracts of a value up to
HK$3.4 million while Specialist List Group II Land Piling contractors can undertake foundation
contracts/subcontracts of unlimited value.

Contractors are required to meet the financial, technical, management, personal and safety
criteria applicable to their appropriate category and group for admission and retention on the approved
lists and for the award of public works contracts. For retention on the Specialist List, a contractor
should generally possess at least a positive capital value. In addition, a contractor is required to
maintain certain minimum levels of employed and working capital and annual turnover applicable to

the appropriate category and group.

In granting a registration/approval to a foundation contractor, the Works Branch of the
Development Bureau takes into consideration, among others, (i) the contractor’s financial strength;
(ii) the contractor’s technical experience and management capability; (iii) the machinery and

equipment maintained by the contractor; and (iv) the job references from customers.
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For promotion and retention as an approved contractor on the Specialist List (Group II — Land

Piling category — “Hand Dug Caisson”, “Precast Concrete Pile”, “Precast Prestressed Tubular Pile
(PPTP)”, “Rock-socketed Steel H-pile in Pre-bored Hole” and “Steel H Pile” systems), K. H.
Foundations is required to meet the minimum financial criteria and other requirements as follows:

1. Minimum employed capital

HK$9,300,000 plus a minimum annual turnover of HK$50 million in each of the immediate

past three years.

2. Minimum working capital

HK$8,600,000 or 10% of the combined annual value of uncompleted works on outstanding

contracts both in the public and private sectors, including the Housing Authority, whichever is

higher.

3. Minimum technical and management criteria/other requirements

(D

(2)

(3)

(4)

(5)

(6)

a registered specialist contractor in the foundation sub-register under the Buildings
Ordinance (Chapter 123 of the Laws of Hong Kong).

possess Quality Management System certificates issued under the rules of the Hong
Kong Certification Body Accreditation Scheme (“HKCAS”) operated by the Hong
Kong Accreditation Service, i.e. bearing the HKCAS Accreditation Mark, and Quality
Management System certificates bearing the accreditation mark of other accreditation
bodies which are considered as having an equivalent standard by the Environment,
Transport and Works Bureau. The scope of certification shall be relevant to the piling
system under application.

Top management: at least one member of the resident top management with a
minimum of five years local experience in managing a construction firm obtained in
the past eight years.

Technical staff: at least two persons with a relevant degree from a Hong Kong
university or equivalent with at least five years post-graduate local experience in
piling works. Top management shall be the president, chairman, director, managing
director, executive director or general manager, etc. of the company.

Job experience: have completed at least 3 medium/large size local projects (of value
above HK$3 million each) with good references.

Plant and equipment: appropriate equipment for each system (at least one set for each
system). The plant and equipment requirements are subject to modification as
technology advances and as new plant emerges. Furthermore, the type of materials and
method of application that the contractors select will dictate the plant required.
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(7) Office/workshop facilities: Local office required and yard facilities available.

(8) Others: Piling system to be registered: (a) method statement; (b) typical calculations;
(c) acceptable references; and (d) satisfactory demonstration on site.

The approved contractors are also required to regularly submit their accounts to the Development

Bureau to demonstrate that their financial status fully meets the relevant criteria for the approved lists.

Our Directors confirm that during the Track Record Period and up to the Latest Practicable Date,
K. H. Foundations has met the criteria and requirements on retention on the Specialist List that are

applicable to it.

Regulatory actions against contractors by the Development Bureau

The Development Bureau may take regulatory actions against contractors in circumstances
including but not limited to failure to submit accounts or meet the financial criteria within prescribed
time, unsatisfactory performance, failure to submit a valid competitive tender for a period of three
years, failure to answer queries or provide information relevant to the listing status of a contractor on
the List of Approved Contractors for Public Works and/or the Specialist List within the prescribed
time, misconduct or suspected misconduct, winding-up, bankruptcy or other financial problems, poor
site safety record, failure or refusal to implement an accepted tender, poor environmental performance
and court convictions, such as contravention of site safety legislation and the Employment Ordinance

and employment of illegal works.

For instance, if a qualified contractor is convicted of a series of safety or environmental offences
within a short period of time in a project, or if a fatal construction accident occurs at a construction
site for which the contractor is responsible, the government may take regulatory actions against the
responsible contractor, which include the removal, suspension (which means a contractor is prohibited
from tendering for works of the relevant category during the suspension period) and downgrading
(which includes downgrading or demoting the contractor’s qualification to a lower status or class in
all or any specified category) of the contractor’s licence, depending on the seriousness of the incident
triggering the regulatory actions. Any contractor convicted of three or more offences under the
Employment Ordinance (Chapter 57 of the Laws of Hong Kong), in respect of separate incidents in
a rolling 12-month period, shall be compulsorily and automatically suspended from tendering for

public works for six months.
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OUR HISTORY AND DEVELOPMENT

The history of our Group can be traced back to 1985 with the incorporation of K. H. Foundations
in Hong Kong on 4 January 1985. Shortly after incorporation, Mr. Yu, together with four other
individuals owned 20%, 25%, 25%, 20% and 10% of the shareholding in K. H. Foundations,
respectively. All of the five founders used their own funding to finance the business when K. H.
Foundations first established. None of the founders currently hold any shares in our Group and, apart
from Mr. Yu, none of the founders participate in the management of our Group. Mr. Yu has been a
director and shareholder of K. H. Foundations since 1985, but he ceased to be a shareholder of K. H.
Foundations in 2007. Nonetheless, Mr. Yu remains as a director of K. H. Foundations until now.
Further details of his experience and qualifications are set out in the section headed “Directors and

Senior Management” in this prospectus.

Between 1985 and 2007, various transfers of shares of K. H. Foundations took place and K. H.
Holdings became the sole shareholder of K. H. Foundations in November 2007. Grace Gain was the
sole shareholder of K. H. Holdings at that point of time. Mr. Yeung and Mr. Lau became the
shareholders of Grace Gain in March 2012 through acquiring 40 shares and 9 shares in Grace Gain,
respectively, for a consideration of US$40.00 and US$9.00, respectively, based on the net asset value
of Grace Gain. In March 2014, Mr. Lau further acquired 21 shares in Grace Gain for a consideration
of HK$1,680,000.00 based on the net asset value of Grace Gain. Mr. Yue also became the shareholder
of Grace Gain in March 2014 through acquiring 30 shares in Grace Gain for a consideration of
HK$2,400,000.00 based on the net asset value of Grace Gain. For further details of the corporate
history of our subsidiaries, including K. H. Foundations, please refer to the paragraph headed

“Operating subsidiaries” below.

K. H. Foundations was first registered with the Building Authority as a registered contractor in
the foundation works in 1985. As at the Latest Practicable Date, K. H. Foundations was on the
Development Bureau’s List of Approved Suppliers of Materials and Specialist Contractors for Public
Works under Group I “Land Piling” for “Percussion Cast-in-situ Concrete Pile”, and in Group II for
“Hand Dug Caisson”, “Precast Concrete Pile”, “Precast Prestressed Tubular Pile (PPTP)”,
“Rock-socketed Steel H-pile in Pre-bored Hole” and “Steel H Pile”. With such licences and approval,
K. H. Foundations is able to act as contractor for both private and public sector foundation piling
contracts in Hong Kong which such licences permit. During the Track Record Period and up to the
Latest Practicable Date, K. H. Foundations had completed numerous foundation projects. Please refer

to the section headed “Business — Our foundation projects” in this prospectus for further details.

In 2001, K. H. Engineering was established. K. H. Holdings was subsequently established in
2006 to act as a holding company for the subsidiaries of our Group. K. H. Machinery was established
in 2007 and commenced business in 2010. In 2012, K. H. Piling was established. During the Track
Record Period and up to the Latest Practicable Date, both K. H. Piling and K. H. Engineering had been
inactive. In 2015, another subsidiary, K. H. Development, was established to act as an offshore holding

company of the subsidiaries of our Group.
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OUR COMPANY

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 23 July 2015. Our Group completed the Reorganisation on 25 January 2016 in preparation
for Listing pursuant to which our Company became the ultimate holding company of our Group.

Details of the Reorganisation are set out below in the paragraph headed “Our Group structure”.

Our milestones and major development

Set out below is a chronological overview of our key business milestones and major

development:

Year Event

1985 Incorporation of K. H. Foundations
Grant of confirmation as one of the List of Approved Suppliers of Materials and
Specialist Contractors for Public Works by the Development Bureau
Grant of the Certificate of registration of registered contractor by the Building
Authority

1989 Admitted as a regular member of the Hong Kong Construction Association

1998 Grant of ISO 9001 certification of quality management system by Hong Kong
Quality Assurance Agency

2011 Grant of ISO 14001 certification of environmental management system by
Certification Asia (HK) Limited
Grant of OHSAS 18001 certification of occupational health & safety management
system by Certification Asia (HK) Limited

2012 Grant of Model Subcontractor Award under the Considerate Contractors Site Award
Scheme 2011 by the Development Bureau and the Construction Industry Council

2013 Grant of HKCA Safety Merit Award by the Hong Kong Construction Association

OPERATING SUBSIDIARIES

K. H. Foundations

K. H. Foundations was incorporated in Hong Kong as a limited liability company on 4 January
1985 with an authorised share capital of HK$1,000.00 divided into two ordinary shares of HK$500.00
each. On incorporation, two individuals each subscribed for one fully-paid ordinary share in K. H.

Foundations.

— 81 —
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Since then, various increases in authorised share capital, allotments and transfers of shares of K.
H. Foundations took place between 1985 and 2007. In November 2006, K. H. Holdings acquired
approximately 80% shareholdings in K. H. Foundations for a consideration of HK$1,880,000 based on
the net asset value of K. H. Foundations. In November 2007, K. H. Holdings acquired the remaining
shareholdings in K. H. Foundations from Mr. Yu for a consideration of HK$470,000.00 based on the
net asset value of K. H. Foundations. Following this transfer which was legally completed and settled,
K. H. Holdings was the sole shareholder of K. H. Foundations. No further increases in authorised share

capital, allotments or transfers of shares in K. H. Foundations have taken place since then.

K. H. Engineering

K. H. Engineering was incorporated in Hong Kong as a limited liability company on 5 March
2001 under the name “Cheung Hing Construction (Maintenance) Company Limited” with an
authorised share capital of HK$10,000.00 divided into 10,000 ordinary shares of HK$1.00 each. The
change of name took effect on 26 April 2012. On incorporation, Mr. Yeung and another individual
shareholder subscribed for 99 and 1 fully-paid ordinary shares in K. H. Engineering, respectively.

Various transfers of shares took place between 2001 and 2012. On 1 March 2012, K. H. Holdings
acquired 99 ordinary shares in K. H. Engineering (representing 99% of the issued share capital) from
Eurosino Limited, Golden Plan Group Limited and Tactful Building Company Limited (“Tactful
Building”). Tactful Building is wholly-owned by Tactful Group (Holdings) Limited (“Tactful
Holdings”), a company controlled by Mr. Yeung and Mr. A. As at 1 April 2012, K. H. Engineering had
an authorised share capital of HK$10,000.00 divided into 10,000 ordinary shares of HK$1.00 each.
One ordinary share was held by Mr. Yeung and the remaining 99 ordinary shares were held by K. H.
Holdings. On 29 May 2012, Mr. Yeung transferred his one ordinary share in K. H. Engineering to K.
H. Holdings, making K. H. Holdings the sole shareholder of K. H. Engineering. No increases in
authorised share capital, allotments or transfers of shares in K. H. Engineering have taken place since
then.

K. H. Holdings

K. H. Holdings was incorporated in Hong Kong as a limited liability company on 15 September
2006 with an authorised share capital of HK$10,000.00 divided into 10,000 ordinary shares of
HK$1.00 each. On incorporation, Grace Gain subscribed for one ordinary share in K. H. Holdings. No
increases in authorised share capital, allotments or transfers of shares in K. H. Holdings have taken
place since this date. Grace Gain was owned by Mr. Yeung (40%), Mr. Yue (30%) and Mr. Lau (30%),
respectively as at the Latest Practicable Date.

K. H. Machinery

K. H. Machinery was incorporated in Hong Kong as a limited liability company on 23 January
2007 under the name “Ying An Real Estate Development Limited” with an authorised share capital of
HK$10,000.00 divided into 10,000 ordinary shares of HK$1.00 each. The change of name took effect
on 16 August 2010. On incorporation, Tactful (China) Development Limited (“Tactful China”)
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subscribed for 3,000 fully-paid ordinary shares in K. H. Machinery. Tactful China is controlled by
Tactful Holdings. On 9 August 2010, Tactful China transferred its entire shareholding in K. H.
Machinery to K. H. Holdings. No increases in authorised share capital, allotments or transfers of
shares in K. H. Machinery have taken place since this date.

K. H. Piling

K. H. Piling was incorporated in Hong Kong as a limited liability company on 8 November 2012
with an authorised share capital of HK$10,000 divided into 10,000 ordinary shares of HK$1.00 each.
On incorporation, K. H. Holdings subscribed for 100 fully-paid ordinary shares of K. H. Piling. No
increases in authorised share capital, allotments or transfers of shares in K. H. Piling have taken place
since this date.

K. H. Development

K. H. Development was incorporated under the laws of BVI with limited liability on 13 August
2015 with an authorized share capital of US$50,000 divided into 50,000 shares with a par value of
US$1.00 each, of which 100 shares were allotted and issued at par credited as fully paid to the
Company on 13 August 2015.

OUR GROUP STRUCTURE

The following diagram sets out the corporate structure of the Group immediately before the

implementation of the Reorganisation:

Mr. Yeung Mr. Lau Mr. Yue
40% 30% 30%
Grace Gain
(BVI)
100%
K. H. Holdings
(Hong Kong)
100% 100% 100% 100%
Foundations Machinery Engineering Piling
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)
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In preparation for the Listing, our Group underwent the Reorganisation. The main steps of the

Reorganisation are summarised below:

1. Incorporation of New Grace Gain

New Grace Gain was incorporated under the laws of BVI with limited liability on 15 June 2015
with an authorized share capital of HK$10,000 divided into 10,000 shares with a par value of HK$1.00
each, of which (i) 40 shares were allotted and issued at par credited as fully paid to Mr. Yeung; (ii)
30 shares were allotted and issued at par credited as fully paid to Mr. Lau; and (iii) 30 shares were

allotted and issued at par credited as fully paid to Mr. Yue, on 15 June 2015.

2. Incorporation of our Company

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 23 July 2015. It had an authorised share capital of HK$50,000 divided into 5,000,000
Shares with a par value of HK$0.01 each. On the date of incorporation, our Company allotted and
issued one subscriber Share for cash at par to the initial subscriber, an Independent Third Party and
9,999 Shares were allotted and issued at par credited as fully paid to New Grace Gain. On the same

day, such subscriber Share was transferred to New Grace Gain.

3. Incorporation of K. H. Development

K. H. Development was incorporated under the laws of BVI with limited liability on 13 August
2015 with an authorized share capital of US$50,000 divided into 50,000 shares with a par value of
US$1.00 each, of which 100 shares were allotted and issued at par credited as fully paid to the
Company on 13 August 2015.

4. Acquisition of 100% share capital of K. H. Holdings

K. H. Development (as purchaser), Grace Gain (as vendor) and Mr. Yeung, Mr. Lau and Mr. Yue
(as warrantors) entered into a sale and purchase agreement on 18 December 2015, pursuant to which
K. H. Development acquired from Grace Gain one share in the capital of K. H. Holdings, representing
100% share capital of K. H. Holdings, and the consideration of which was fully settled by K. H.
Development allotting and issuing 100 shares in the capital of K. H. Development credited as fully

paid to our Company as directed by Grace Gain.

After completion of this step, K. H. Holdings has become a wholly owned subsidiary of K. H.
Development.
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The corporate structure of our Group immediately after completion of the aforesaid steps of the

Reorganisation is as follows:

Mr. Yeung Mr. Lau Mr. Yue

40% 30% 30%

New Grace Gain
(BVI)

100%

Company
(Cayman Islands)

100%

K. H. Development

(BVI)
100%
K. H. Holdings
(Hong Kong)
100% 100% 100% 100%

K. H. K. H. K. H. K. H.
Foundations Machinery Engineering Piling
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)

5. Increase of Authorised Share Capital

Our Company has 10,000 Shares in issue by the commencement of this step.

Prior to the Share Offer, the Company will increase its authorised share capital from HK$50,000
divided into 5,000,000 Shares with a par value of HK$0.01 each to HK$100,000,000 divided into
10,000,000,000 Shares with a par value of HK$0.01 each.
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Share Offer and Capitalisation Issue

Conditional on the conditions as stated in the section headed “Structure and Conditions of the
Share Offer” in this prospectus, our Company will issue a total of 100,000,000 Shares pursuant to the
Share Offer, representing 25% of the enlarged issued share capital of our Company upon listing
comprising 10,000,000 Public Offer Shares and 90,000,000 Placing Shares.

Conditional upon the conditions as stated in the section headed “Structure and Conditions of the
Share Offer” in this prospectus and the share premium account of our Company being credited as a
result of the Share Offer, our Company will capitalise HK$2,999,900 standing to the credit of the share
premium account and applying such sum in paying up in full at nominal value a total of 299,990,000
Shares for allotment and issue to the then existing sole shareholder of our Company, namely, New

Grace Gain (the “Capitalisation Issue”).

Immediately after the Share Offer and the Capitalisation Issue, New Grace Gain and the public
holders of Shares will hold 75% and 25%, respectively, of the enlarged issued share capital of our
Company.

Immediately following the Share Offer and Capitalisation Issue, the total issued Shares will be
400,000,000 Shares.

The above takes no account of any Shares which may be allotted and issued pursuant to the
exercise of the Offer Size Adjustment Option and that none of the options which may be granted under

the Share Option Scheme is exercised.
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The corporate structure of our Group immediately after completion of the Capitalisation Issue
and the Share Offer (assuming that the Offer Size Adjustment Option is not exercised and none of

options which may be granted under the Share Option Scheme is exercised) is as follows:

Mr. Yeung Mr. Lau Mr. Yue
40% 30% 30%
New Grace Gain .
(BVI) Public
75% 25%
Company
(Cayman Islands)
100%
K. H. Development
(BVI)
100%
K. H. Holdings
(Hong Kong)
100% 100% 100% 100%
Foundations Machinery Engineering Piling
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)
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The corporate structure of our Group immediately after completion of the Capitalisation Issue

and the Share Offer (assuming that the Offer Size Adjustment Option is exercised in full) is as follows:

Mr. Yeung Mr. Lau Mr. Yue
40% 30% 30%
New Grace Gain .
(BVI) Public
72.29% 27.711%
Company
(Cayman Islands)
100%
K. H. Development
(BVI)
100%
K. H. Holdings
(Hong Kong)
100% 100% 100% 100%
K. H. K. H. K. H. K. H.
Foundations Machinery Engineering Piling
(Hong Kong) (Hong Kong) (Hong Kong) (Hong Kong)
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OVERVIEW

We are principally engaged in the provision of foundation services in Hong Kong. We have six
projects in progress and two projects which are yet to commence with a total estimated remaining
contract value as at 31 December 2015 of approximately HK$236.0 million. Our projects in progress
as at 31 December 2015 and projects which are yet to commence are expected to be completed during
the period from January 2016 to April 2017. Further details of our projects are set out in the section
headed “Business — Our foundation projects” in this prospectus. According to the Ipsos Report, the
revenue of our Group for the year ended 31 March 2015 represented around 1.8% of the total revenue
generated from the whole foundation industry in Hong Kong in 2014. Our business is generally
undertaken by our key operating subsidiary, namely K. H. Foundations, as a foundation contractor in

Hong Kong.

The foundation works undertaken by us mainly include ELS works, pile cap construction,
socketed H-piling, driven H-piling, large diameter bored piling and mini piling. We undertake
foundation projects in both the public sector, including building and infrastructure related projects,
and the private sector, which are mostly building related projects. Income from foundation works
represented all of our revenues, which were derived in Hong Kong, for the Track Record Period.

According to the Ipsos Report, it is estimated that the revenue of the foundation industry in Hong
Kong will grow from approximately HK$24.5 billion in 2015 to approximately HK$51.8 billion in
2019, at a CAGR of around 20.6%. In view of the growth drivers of the foundation industry in Hong
Kong, including (i) the up-coming infrastructure projects invested by the Government; and (ii) the
increasing population in Hong Kong, our Directors expect there will be more opportunities for our
business in both the public and private sectors. Our revenue for the three years ended 31 March 2015
and the six months ended 30 September 2015 was approximately HK$174.7 million, HK$233.6
million, HK$357.3 million and HK$294.9 million respectively. For the three years ended 31 March
2015 and the six months ended 30 September 2015, our five largest customers accounted for
approximately 93.3%, 82.4%, 86.5% and 99.0% of our revenue respectively; and our largest customer
accounted for approximately 34.0%, 23.2%, 53.7% and 60.1% of our revenue respectively.

COMPETITIVE STRENGTHS

We believe that our competitive strengths will enable us to maintain our position as one of the
active market players in the Hong Kong foundation industry. Our competitive strengths include the
following:

We are an established foundation contractor

Our Group has around 30 years of history in the Hong Kong foundation industry. Some of the
market players in the Hong Kong construction industry have known our management for over 30 years.
We believe our management’s long-term presence in the Hong Kong foundation industry gives our
customers an overall confidence in our ability to complete quality foundation works in a timely
manner. A majority of our executive Directors also have over 20 years of experience in the Hong Kong
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construction industry. Our Directors believe that we have (i) good reputation in the Hong Kong
foundation industry with substantial proven track record; (ii) the capability of completing our
foundation projects on time and to the satisfaction of our customers; and (iii) established a good

rapport with our major customers.

We were awarded with the Model Subcontractor Award by the Development Bureau and the
Construction Industry Council in May 2012. During the Track Record Period and up to the Latest
Practicable Date, we had undertaken 19 foundation projects in both the public and private sectors in
Hong Kong.

Experienced management and professional project management teams

One of our founders, Mr. Yu, has many years of experience and knowledge in marketing, project
management and technical aspects of the foundation industry in Hong Kong as he has been involved
in the construction industry for over 30 years. Furthermore, our executive Director, Mr. Yeung who
is responsible for overseeing our daily operation, possesses extensive construction works experience
and relevant professional qualifications as he has been participating in the Hong Kong construction

industry for over 20 years.

Our project management staff have extensive industry and technical knowledge in foundation
works and our engineering staff and foremen have well-developed practical skills and experience. Our
project managers possess relevant professional qualifications as required for foundation works. For
instance, as at 31 December 2015, most of our project managers are engineers and/or holders of
bachelor degree in construction related subjects and most of our engineering and technical staff
possess relevant academic qualifications and experience to handle foundation designs and supervise
foundation works. We believe their project management experience and technical skills of foundation
services would facilitate the efficient and timely implementation and management of our foundation
projects.

We believe the combination of our project management expertise and knowledge of the
foundation industry in Hong Kong, together with our qualified and experienced engineering staff have
been and will continue to be our valuable assets enabling us to take up foundation projects of various
scale and type and fulfil our customers’ requirements.

Flexibility and capability to provide foundation designs, contribute advices and make
appropriate adjustments

When we handle foundation projects, we aim to work closely with our customers, who are
generally the Main Contractors and project employers in the Hong Kong construction industry, and
other working parties such as the engineers or architects engaged by them. We believe that our
experienced management and professional technical team and project management teams have the
flexibility and capability to (i) provide detailed foundation designs to our customers based on the
preliminary draft drawings and project specifications provided by them; (ii) prepare method
statements on how the pilings should be performed which specify the type and number of machines
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should be used, the number of engineering staff and technicians required and the time schedule of
project etc.; (iii) give expert advice on foundation designs and appropriate adjustment suggestions to
suit our customers’ specific requirements; and (iv) make suggestions to cope with uncertainties which
may only come to understanding during the project’s operation. We consider our knowledge on the
subsoil and bedrock conditions acquired throughout the years by undertaking foundation projects in
various locations in Hong Kong enabling us to provide advice on foundation work details to our
customers based on the practical situations at construction sites. Besides, our capability to come up
with effective and efficient foundation designs and plans enable us to adopt more cost efficient method
and therefore achieve relatively higher gross profit margin. For example, by improving foundation
designs for Project 2 and Project 7 (please refer to the section headed “Business — Our foundation
projects” in this prospectus for further details of Project 2 and Project 7), we substantially reduced the
revised budget costs than the original ones, and attained higher gross profit margins for these two
projects than our overall gross profit margin for the year ended 31 March 2014. Furthermore, our
streamlined organisational structure allows us to make timely decisions which we believe may be
critical given a tight project schedule. Further details on our Directors and senior management are set
out in the section headed “Directors and senior management” in this prospectus.

Our extensive network with our major suppliers and subcontractors

Our Group has established and maintained working relationship with a network of suppliers and
subcontractors. As at 30 September 2015, we had over 70 suppliers and more than 180 subcontractors
on our approved lists. In the event that any of the suppliers and subcontractors fails to provide
favourable price quotation to us, deliver materials in a timely manner or complete works assigned by
us up to our required standard, we still have other approved suppliers and subcontractors in our list
for replacement. As a result, this extensive network enables us to have flexibility in pricing and
selection, and to reduce the risk of shortage or delay in delivery of materials or services causing
material disruption to its foundation works. According to the Ipsos Report, such extensive network
with major suppliers and subcontractors will enable us to have higher chances in winning foundation
projects.

Stringent quality control and commitment to high health and safety standard and
environmental management

We place considerable emphasis on the distinctive and consistent quality of foundation works
and have therefore implemented a stringent quality control system that complies with international
standards. We were assessed and certified by Certification Asia (HK) Limited that the requirements
of ISO 9001:2008 accreditations for our quality management system had been met. Our experienced
project management staff are responsible for maintaining the foundation works up to our quality
requirements. In addition, we have set up an occupational health and safety management system to
promote safe working practices among all employees and to prevent the occurrence of accidents.
Further, we have also set up an environmental management system to promote environmental
awareness and to prevent pollution of the environment. As a result, our occupational health and safety
management system has been certified compliance with OHSAS 18001 by Certification Asia (HK)
Limited and our environmental management system was accredited by Certification Asia (HK)
Limited with ISO 14001 certification. We were also awarded with the HKCA Safety Merit Award by
the Hong Kong Construction Association in September 2013. As stated in the Ipsos Report, these
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certifications and accreditations obtained by our Group have proved the stringent quality control and
commitment to high health and safety standard and environmental management adopted by us. With
such proven records, we will enjoy the advantage to win foundation projects. Further details of our
quality control measures are set out in the section headed “Business — Quality control” in this

prospectus.

BUSINESS STRATEGIES AND PROSPECTS

We will continue to play an active role in seeking opportunities in the Hong Kong foundation
industry in both the private and public sectors in order to achieve sustainable growth in our business
and create long-term shareholder’s value. We will keep focusing on undertaking foundation projects
involving (i) ELS works; (ii) pile caps construction; (iii) socketed H-piles; (iv) driven H-piles; (v)

large diameter bored piles; and (vi) mini piles.

We plan to expand our scale by continuing to acquire more advanced machinery and to hire more
staff. In this regard, we expect around 15 additional staff, including project managers and experienced
engineering staff to be hired by the year ending 31 March 2019. Machinery and equipment including
pile drivers, hydraulic hammers and other related accessory equipment for foundation works will be
acquired from time to time in the next five to six years with an aim to increase our Group’s capacity.
Our Directors believe that by expanding our scale of operation, we will be able to (i) participate in
larger foundation projects; (ii) broaden our customer base by meeting the pre-qualifications set by
potential customers to be their approved foundation works contractor; and (iii) have additional
manpower to further strengthen our quality assurance which is of utmost importance to our Group’s

competiveness and ongoing development in the Hong Kong foundation industry.

In view of the increasing spending by the Government on construction works and the current
growth prospects for the Hong Kong foundation industry mainly caused by the Government’s intention
and policy to stabilise the local property market by increasing the supply of both private and public
residential units, such as securing land for public rental housing and home ownership scheme, and
resumption of the land sale program, our Directors believe that the revenue of the foundation industry
in Hong Kong will continue to rise because foundation works are the lowest and supporting parts of
most construction works in Hong Kong and new investment in residential properties would increase
the demand of our major and potential customers for our foundation works to complete their
construction projects. Having considered our solid experience in the Hong Kong foundation industry,
our possession of the requisite licences and registrations for undertaking foundation projects in Hong
Kong and our continuous participation in both public and private projects over the Track Record
Period, our Directors are of the view that we are well positioned to capture the emerging business
opportunities. Further details of the future development of the foundation industry in Hong Kong are
set out in the section headed “Industry overview — Market overview of the foundation industry in

Hong Kong” in this prospectus.
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DESCRIPTION OF BUSINESS

The major foundation works undertaken by us (with illustrative diagram, where applicable) are

set out below:

ELS works

Install sheet pile wall/pipe pile with lagging wall as temporary retaining wall

Pile wall
Ground level \‘ \2/ ﬂn

Soil

Excavate

Ground level

Install lateral support and further excavate

Lateral support Pile wall

Ground level

Soil )/\

Complete lateral support work

Lateral support Pile wall

Ground level

Soil

ELS works begin by inserting the steel pile wall
into the soil for the planned excavation. The steel
pile wall is generally used to reduce groundwater
inflow and prevent soil from falling into the
excavated area. Grouting may be conducted
outside and/or underneath the steel pile wall for
control of underground water seepage into the
excavation area.

After inserting the steel pile wall, excavation will
begin between the steel pile wall.

As excavation begins to go below ground level,
lateral support is added to keep the steel pile wall
stable to perform deeper excavation.

When excavation reaches the required depth, pile
caps construction and substructure construction
begin.
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Pile caps construction

Building structure By excavation

method

Starter steel bar

Existing ground level

Pile cap top level E

«— St r¢infdrc‘emeqt-.‘- !

v . N (O
. SR
. — — (SRS
LA X
L_‘ \I . . ) [ - .

) Construgted.
piles

ELS works are carried out beforehand to facilitate pile caps construction works. Pile caps are
built on top of a pile, or a group of piles to transmit the load. Pile caps are considered part of the
foundation and substructure construction. Piles are first inserted into the soil followed by the pile caps

construction. As a final step, concrete is poured to form a slab as the bottom of the basement.

Socketed H-piling

By percussive drilling and
down-the-hole hammer

610-813mm method

fe—>]

Existing ground level

Temporary steel ————> Pile cut off level
casing to be extracted : .
after grouting

L

«— Steel [-beam
Cement igrout — * Soil
Rockhead L

level T
e I SRR
%0 e Rock
%) Fou'nding level
o)
%)

— 94 —



BUSINESS

Percussive drilling machine is used to drill holes on the ground for piling and the drilling
continues until the hole has extended to sufficient depth (socketing) and into a sufficiently bedrock.
Both the diameter and the depth of the borehole are highly specific to the ground conditions, loading
conditions and nature of the construction project. Socketed H-piles (also known as pre-bored H-piles)
are then installed by inserting prefabricated steel H-piles into the boreholes sunk into bedrock, and
subsequently grouting the holes with cementitious materials.

Driven H-piling

Hammer

By percussive
method

Existing ground level
l:ile cut off level

=1~ Steel I-beam

i 'Ter‘lhinaiion' level

Driven H-piling (which is a type of percussive pilings) works generally involve the driving of
steel H-piles to the required depth by direct or indirect hammering or other percussive means,
including by the use of hydraulic hammer and/or drop hammer but diesel hammer is prohibited to use.
Driven H-piles have been widely used in Hong Kong due to the ease of handling and driving. Driven
H-piles are a type of “friction pile” that derive the load bearing capacity from the friction between the
pile and earth. Due to the percussive nature, this type of piling works creates more noise and vibration
and its operation is generally restricted to three hours per day in urban areas of Hong Kong. As the
size of machinery involved takes up relatively less space, driven H-piles are suitable for construction

sites with limited space.
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Large diameter bored piling

By grabbing and
reverse circulation
drilling method

1.2m-3.0m pile shaft
[«
Temporary steel casing ?X‘S‘mg ground
to be installed and M _Concrete cut off level
extracted by oscillator I .
. Soil
or vibrator
Steel cage
Concrete ‘ '
Rockhead
£ level s
) S
E’ —-r'a”r!!f:- b ))
= LSyl Rock
3 f \;4— Bellout
608 f/ % Founding level
"

A bellout diameter shall not exceed
1.5 times the diameter of pile shaft

Large diameter bored piling works undertaken by us are mainly large diameter bored piles with
diameters ranging from 1.2m to 3.0m. They are usually formed and installed by machine grabbing to
the required level and subsequently filling the bored hole with reinforced concrete. Normally a steel
casing will be used to provide temporary support to the ground during boring operation. Bored piles
are a type of “end bearing pile” that reach the underground bedrock layer from which bored piles
obtain support to bear the load of the superstructure above. It is common to construct a bell-out at the
base of a large diameter bored pile to increase its load bearing capacity.



BUSINESS

Mini piling

By percussive drilling and
down-the-hole hammer

100mm—-400mm method
fe—>
]éxisting ground
T
Steel casing is to — Pile cut off level
be installed as ' T
part of permanent Cement erout - ot
structure ; g £ [4 < Bundl.e steel bar
: ~_* Coupl
Soil . H e ouper
. Rockhead ot
i level 7T C
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Micro-pile and mini-pile usually consists of one or a bundle of steel bar respectively encased by
cement grout inside a borehole ranging from 100mm to 400mm in diameter. They are normally
designed to be socketed into rock and are mainly used in small site area and for lighter structure. Steel
casing are to be provided to support the borehole within the soil and/or fractured rock during drilling
operation.

MAJOR QUALIFICATIONS, CERTIFICATIONS, AWARDS AND COMPLIANCE
Qualifications in Hong Kong

In order to undertake private sector foundation works, the foundation contractor is required to
be registered with the Buildings Department as a registered specialist contractor under the foundation
category unless the foundation contractor subcontracts those works to an appropriate registered
specialist contractor. With respect to public sector foundation works, in addition to the registration
with the Buildings Department as a registered specialist contractor under the foundation category, the
foundation contractor must be registered with the relevant Government departments or public
organisations. Details of the above are set forth under the section headed “Laws and regulations” in
this prospectus.
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During the Track Record Period, all of our foundation contracts with our customers were entered
into by K. H. Foundations. The following table sets out our major contracting qualifications and
licences:

Relevant Government

departments or public Period of
organisation Description Category Qualification validity
Works Branch, List of Specialist Land Piling Specialist List Group I ~— (Note 1)
Development Bureau Contractor for —  Percussion
Public Works Cast-in-situ

Concrete Pile
Specialist List Group I  — (Note 1)
— Hand Dug

Caisson
—  Precast Concrete

Pile
—  Precast

Prestressed

Tubular Pile

(PPTP)

—  Rock-socketed
Steel H-pile in
Pre-bored Hole

—  Steel H Pile

Buildings Department Private sector Foundation Registered Specialist 20 June 2014 to
works Works Contractor 20 August 2017
Construction Industry List of Foundation and Registered under 17 June 2014 to
Council Registered piling the Subcontractor 16 June 2016
Subcontractor Registration Scheme
Note 1:

“—” denotes not subject to any periodic renewal condition

We maintain compliance with the respective licences, permits, registrations, and relevant
regulatory requirements in respect of safety and environmental protection in the construction industry.
The expected time to complete the renewal process is generally around one to two months and our
Group intends to renew all existing licenses accordingly before their respective expiry date. We have
not experienced any refusal of renewal of the licences necessary for our daily operations or any
non-compliance with relevant laws and regulations of Hong Kong which caused material disruption
to our operations during the Track Record Period and up to the Latest Practicable Date. Our Directors

also do not expect any difficulty or legal impediment in obtaining the renewed licences.
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Certifications

The following table sets out our major certifications:

Awarding organisation

Nature Certification or authority Period of validity
(Note)
Quality Management ISO 9001: 2008 Certification Asia (HK) Up to 10 October
System Accreditation Limited 2017
Environmental ISO 14001: 2004 Certification Asia (HK) Up to 14 May 2017
Management System Limited
Accreditation

Occupational Health and OHSAS 18001: 2007 Certification Asia (HK) Up to 14 May 2017
Safety Management Limited
System Accreditation

Note: 1SO 9001: 2008 represents the Quality Management System applicable to the design and construction of precast
prestressed tubular piles (PPTP), precast concrete pile, rock-socketed steel H-pile in prebored hole, steel H piles, jacked
steel H-piles, minipile, hand-dug caisson, pile cap and large diameter bored pile (with bell-out). ISO 14001: 2004
represents the Environmental Management System applicable to the design and construction of precast prestressed
tubular piles (PPTP), precast concrete pile, rock-socketed steel H-pile in prebored hole, steel H piles, jacked steel
H-piles, minipile, hand-dug caisson, pile cap and large diameter bored pile (with bell-out). OHSAS 18001: 2007
represents the Occupational Health and Safety Management System applicable to the design and construction of precast
prestressed tubular piles (PPTP), precast concrete pile, rock-socketed steel H-pile in prebored hole, steel H piles, jacked

steel H-piles, minipile, hand-dug caisson, pile cap and large diameter bored pile (with bell-out).

Awards

The following table sets out the major awards received by K. H. Foundations, the major operating

subsidiary of our Group:

Awarding organisation or
Date of award Award authority

May 2012 Model Subcontractor Award Development Bureau and the
Construction Industry Council

September 2013 HKCA Safety Merit Award Hong Kong Construction
Association
May 2015 Safe Subcontractor Award Customer L
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Compliance

Our Directors confirm that during the Track Record Period and up to the Latest Practicable Date,

there was no non-compliance incident which is material impact non-compliance or systemic

non-compliance. Our Directors also confirm that during the Track Record Period and up to the Latest

Practicable Date, our Group has obtained all the approvals, permits, consents, licences and

registrations required for our business and operations in Hong Kong and all of them are in force.

In order to ensure the ongoing compliance with the applicable requirements, laws and

regulations, our administration department shall be responsible for the followings:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

to identify and review any approvals, permits, licences and certificates required for our
Group’s operations and to ensure compliance with relevant laws and regulations
periodically;

to check relevant requirements and to make necessary submission to upkeep our Group’s

licensing status;

to identify any information which shall be provided for application/submission such as
company profile, job experience, resources, financial information, management systems

and certificates, technical proposal, schedule, customer satisfaction etc.;

to designate suitable personnel to follow up the submission of the financial information to

Development Bureau within the time stipulated under the prevailing laws and regulations;

to keep updating those information to our clients when necessary;

to identify the new requirements, operation and control procedures under statutory and

regulations; and

to brief our relevant staff for the news/update/revised requirements for ensuring that our

relevant staff obtains update of the industry characteristic.
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OUR FOUNDATION PROJECTS

During the Track Record Period, the projects undertaken by us were building and infrastructure

related public and private sector foundation projects. The lengths of our foundation projects during the

Track Record Period ranged from around two to 48 months, depending on the size of the contract and

the complexity of the works undertaken. Our foundation projects sometimes involve a mixture of

different foundation types and foundation related works. The following table sets out the movement

of the number of our projects during the Track Record Period:

Number of projects

Projects brought forward from the last

financial year

Add: new projects commenced in the

financial year/period

Less: projects completed in the financial

year/period

Projects in progress as at the year/period end

date

For the six

months

ended

30

For the year ended 31 March September
2013 2014 2015 2015
4 6 5

5 3 1

3 5 2

6 4 4

The following table sets out the details of the foundation projects which the site works were

finished during the Track Record Period in the ascending order by their commencement dates:

Location of project

Kowloon city, Kowloon
(residential and commercial
building) (Project 1)

Yuen Long, New Territories
(Government buildings)

(Project 3)

Cape Collinson, Hong Kong
(Government buildings)

(Project 2)

Type of project

Private

Public

Public

Type of works

Foundation works
and pile caps

Foundation works
and pile caps

Foundation works
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Project period

Jan 2010 — Jul
2012

Jul 2010 — May
2014

Dec 2010 — Feb
2014

Final
contract
value

(HK$ million)

18.6

105.9

21.3
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Location of project

Shatin, New Territories
(institutional building)

(Project 4)

Wan Chai, Hong Kong (hotel
building) (Project 6)

Kai Tak, Kowloon

(Government building)

(Project 5)

Cheung Sha Wan, Kowloon
(residential building)

(Project 7)

Kowloon City, Kowloon
(residential building)

(Project 8)

Kwai Chung, New Territories
(institutional building)

(Project 9)

Sai Ying Pun, Hong Kong
(residential building)

(Project 11)

Tsuen Wan, New Territories
(community centre) (Project

10)

Tai Po, New Territories
(industrial building) (Project

12)

Tseung Kwan O (footbridge)

(Project 13)

Type of project

Private

Private

Public

Private

Private

Public

Private

Public

Private

Private

Type of works

Foundation works

Foundation works

Foundation works

Foundation works,
pile caps and ELS
works

Foundation works
and ELS works

Foundation works
and ELS works

Foundation works,
pile caps and ELS
works

Foundation works

Foundation works

Foundation works
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Project period

Nov 2011 — Jul
2012

Apr 2012 — Sep
2014

May 2012 — Oct
2012

Jul 2012 — Sep
2013

Nov 2012 — Feb
2014

Jan 2013 — Aug
2013

June 2013 — Oct
2014

Sep 2013 — Jan
2014

Dec 2014 — Jun
2015

Apr 2015 — Jun
2015

Final
contract
value

(HK$ million)

28.7

106.0

59.6

22.1

56.0

3.3

46.6

7.8

23.0

6.6
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The following table sets out the details of the foundation projects in progress commenced during

the Track Record Period in the ascending order by their commencement dates as at 31 December 2015:

Location of

project

Hong Kong
Island South,
Hong Kong
(residential
building)
(Project 14)

Sai Kung, New
Territories
(residential
building)
(Project 16)

Lantau Island,
New
Territories
(public
facilities)
(Project 15)

Central Kowloon
(residential
building)
(Project 17)

Type of
project

Private

Private

Public

Private

Type of
works

Foundation
works and
ELS works

Foundation
works, ELS
works and

pile caps

Foundation

works

Foundation
works, ELS
works and

pile caps

Expected
Project project
commencement completion
date date
Aug 2013 Mar 2016
Oct 2014 Jan 2016
Nov 2014 Mar 2016
Feb 2015 Apr 2016

Remaining

contract value as

Awarded contract at
value

(HK$ million)

348.8

34.1

302.5

31 December
2015

(HK$ million)

4.9

22.0

44.1

Approximate
percentage

of completion as
at 31 December
2015

(%)

98.6%

98.4%

35.5%

85.4%

The following table sets out the details of foundation projects which are awarded after the Track

Record Period and commenced before the Latest Practicable Date:

Location of project

West Kowloon (Project 20)

Lantau Island (Project 21)

Type of  Type of
project  works
Private Foundation
works
Private Foundation
works and
ELS works

Project
commencement
date

December 2015

December 2015

Expected
project Awarded
completion contract
date value
(HK$ million)
January 2017 34.0
December 70.4
2016
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Remaining
contract value
as at

31 December
2015

(HK$ million)

34.0

Approximate
percentage
of completion
as at

31 December
2015

(%)

nil

nil
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Our Directors estimated that the total remaining contract value of our six projects in progress as
at 31 December 2015 was approximately HK$176.8 million. We submitted 19, 21 and 27 tenders with

quotations for the years ended 31 March 2013, 2014 and 2015 respectively, and our success rates for

tenders submitted in the corresponding periods were approximately 5.3%, 9.5% and 14.8%

respectively. The breakdown of our tenders submitted with quotations and success rates during the

three years ended 31 March 2015 by sector is set out below:

Number of submitted tenders

° Private

° Public
Success rates
° Private

° Public

2013

15

nil
25.0%

Year ended 31 March

2014 2015
14 21

7 6
14.3% 14.3%
nil 16.7%

The breakdown of our tenders submitted with quotations for the six months ended 30 September

2015, and after the Track Record Period and up to 31 December 2015 by sector is set out below:

Six months ended
30 September 2015

Number of submitted tenders

e Private
e Public
Number of projects awarded
e Private
e Public

Pending notification from customers
as at 31 December 2015

e Private

e Public

nil

nil

10 (note)

5

After the Track Record
Period and up to
31 December 2015

14

Note: For one of the 11 tenders submitted in relation to the private sector during the six months ended 30 September

2015, the respective project employer decided to cancel the project.

The tender results will be made known to us usually within approximately three to six months

after our submission. Our Directors expected that other tenders will be submitted after the third

quarter of the year ending 31 March 2016.
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The following table sets out the details of foundation projects which are awarded after the Track

Record Period and yet to commence as at the Latest Practicable Date:

Project
Type of commencement  Expected project
Location of project project Type of works date completion date Project value
(HK$ million)
East Kowloon (Project 18) Public Foundation works April 2016 November 2016 14.3
(note) and ELS works
East Kowloon (Project 19) Public ELS works September 2016 April 2017 44.9
(note)

Note: As at the Latest Practicable Date, acceptance notification has been received from the respective customer.

TENDERING AND CUSTOMERS

The foundation projects undertaken by us are mainly contracted to us by way of restricted tender
and open tender from our customers who are mainly the Main Contractors and project employers
including the Government departments in the public sector or property developers/owners in the
private sector in Hong Kong. Our Directors confirm that invitations from our customers are sent to
several contractors who are on their list of approved contractors under the restricted tender
arrangement.

We maintain active relationships with our customers in the industry to explore potential business
opportunities. Restricted tender invitations mainly come from word-of-mouth, reputation and
established track record rather than advertising and promotion. We also approach prospective
customers from time to time showing our interest for being one of their approved contractors by
introducing our background, industry experience and financial position. As a result, we are of the view
that our past job reference, expertise in relation to our foundation works, relationship with customers
and our network in the industry are some important decision factors for our existing and potential
customers in choosing us to be the preferred working party.

Restricted tender

Tender invitations are sent to only one or several contractors who are on the list of approved
contractors of our customers. This tendering method is commonly used in both public and private
sectors when open tender is not suitable in some circumstances, for example, on grounds of urgency
or for reasons of compatibility.

Open tender

Tender invitations are published in the Government Gazette and, if necessary, in the local press,
on the internet and in selected overseas journals. All interested contractors/suppliers are free to submit
tenders.
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Customers

Our customers include the Main Contractors of the construction industry in Hong Kong, who
contract the foundation works to us on a project-to-project basis. The Main Contractors, either
engaged by the Government departments in the public sector or property developers/owners in the
private sector, are normally responsible for (i) overseeing the progress of the whole construction
project; (ii) subcontracting different work tasks (such as foundation works) of the construction project
to contractors; and (iii) supervising contractors for handling the delegated jobs. In some cases, we are
directly engaged by the project employers who are the relevant Government departments in the public
sector or property developers/owners in the private sector in Hong Kong on a project-to-project basis.
Our customers are normally required to make payments to us within 14 to 45 days in general from the
date of their written payment approvals. Our accounts receivable are normally settled by cheque in
Hong Kong dollars.

Major customers

For the three years ended 31 March 2015 and the six months ended 30 September 2015, our five
largest customers accounted for approximately 93.3%, 82.4%, 86.5% and 99.0% of our revenue
respectively; and our largest customer accounted for approximately 34.0%, 23.2%, 53.7% and 60.1%
of our revenue respectively. We have not entered into any long-term master contract with any of these
customers. Our Directors confirm that our Group had no material dispute with or recovery of claims
from its customers during the Track Record Period.

The following table sets out the profile of our five largest customers during the Track Record
Period:

Approximate
The financial year/period being year(s) of
our five largest customers and business
approximate percentage (%) relationships  Principal Public/private
Name of customer  to our revenue with our Group business sector
Customer A 31 March 2013 (17.8%) and 2014 (23.2%) 7 years Government Public
department
Customer B 31 March 2014 (19.7%) 3 years Property developer Private
Customer C 31 March 2014 (13.9%) and 2015 2 years Main Contractor Both
(53.7%), and the six months ended 30
September 2015 (26.4%)
Customer D 31 March 2014 (11.3%) 2 years Property developer Private
Customer E 31 March 2013 (25.7%), 2014 (14.3%) 3 years Property developer Private
and 2015 (7.7%)
Customer F 31 March 2015 (10.9%), and the six 1 year Property developer Private
months ended 30 September 2015
(9.1%)

— 106 —



BUSINESS

Approximate
The financial year/period being year(s) of
our five largest customers and business
approximate percentage (%) relationships  Principal Public/private
Name of customer  to our revenue with our Group business sector
Customer G 31 March 2015 (8.5%), and the six | year Property developer Private
months ended 30 September 2015
(60.1%)
Customer H 31 March 2015 (5.7%) 4 years Main Contractor Both
Customer I 31 March 2013 (34.0%) 9 years Main Contractor Both
Customer J 31 March 2013 (11.0%) 7 years Main Contractor Both
Customer K 31 March 2013 (4.8%) 3 years Property developer Private
Customer L The six months ended 30 September 2015 1 year Main Contractor Public
(1.7%)
Customer M The six months ended 30 September 2015 1 year Main Contractor Public
(1.7%)
Notes:
1. Customer A is a Government department.
2. Customer B is principally engaged in property development in Hong Kong.
3. Customer C is principally engaged in construction and property development in Hong Kong.
4. Customer D is a subsidiary of a public company listed in Hong Kong, which is principally engaged in property
development in Hong Kong.
5. Customer E is a subsidiary of a public company listed in Hong Kong, which is principally engaged in property
development in Hong Kong.
6. Customer F is a subsidiary of a public company listed in Hong Kong, which is principally engaged in property rental
activities and property sales etc. in Hong Kong.
7. Customer G is a subsidiary of a public company listed in Hong Kong, which is principally engaged in property
development in Hong Kong.
8. Customer H is an international construction company.
9. Customer I is an international construction company.
10.  Customer J is a subsidiary of a public company listed in Hong Kong, which is principally engaged in construction and

civil engineering in Hong Kong.
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11.  Customer K is principally engaged in property development in Hong Kong. According to public records and best
knowledge of our Directors, Customer K was wholly owned by Company 1 and Company 1 was owned as to 50% and
50% by another two companies, namely Company 2 and Company 3. As at the Latest Practicable Date, two of our
Controlling Shareholders, Mr. Lau and Mr. Yue, had 25% and 20% shareholdings respectively in Company 3. Our
Directors confirm that (i) Customer K, Company 1 and Company 2 are Independent Third Parties; and (ii) Mr. Lau and
Mr. Yue had not held any directorship in Customer K as at the Latest Practicable Date.

12. Customer L is a joint venture formed by a subsidiary of a public company listed in Hong Kong which is principally
engaged in construction business in Hong Kong and a subsidiary of a public company listed in Commonwealth of

Australia which is an international construction company.

13. Customer M is a joint venture principally engaged in construction business in Hong Kong.

Save as disclosed in note 11 above, none of our Directors, their close associates or any
Shareholder (who or which, to the best knowledge of our Directors owns more than 5% of the issued
share capital of our Company) has any interest in any of our five largest customers during the Track
Record Period.

We believe that we have been the preferred working party of our major customers to their
construction projects and some of them have been cooperating with us for seven years or more. Such
long-term business relationships benefited our Group in securing our sources of revenue during the
Track Record Period. Our provision of quality foundation services also enabled our major customers
to fulfil their responsibilities under the contractual relationships with their project employers and/or
assisted them in achieving their development objectives. As a result, we believe the cooperation
between our Group and each of our major customers mutually benefited respective parties in capturing
economic benefits and business growth. Although the market of the Hong Kong foundation industry
is fragmented and there are over 130 registered contractors under the Buildings Department as the
Specialist Contractors (Sub-register of Foundation Works Category) according to the Ipsos Report, our
Directors are of the view that not every registered contractor possesses the same technical knowledge,
expertise and experience as our Group does. In addition, as set out in the section headed “Industry
overview — Competitive landscape of the foundation industry in Hong Kong” in this prospectus, there
are several factors which affect the competitiveness of foundation contractors, including (i) good
relationships with customers, subcontractors and raw material suppliers; (ii) higher flexibility on
meeting requirements and timeline; and (iii) better reputation with proven track record and safety
record etc. Given that our competitive strengths (details of which are set out in the section headed
“Business — Competitive strengths” in this prospectus) are in line with the aforesaid factors of
competition, our Directors consider that we are able to be competitive in the market.

Our Directors are of the view that our Group does not overly rely on any of its major customers
having consider the following factors:

(i) our Group is able to find substitute customer in the foundation industry because (a) its
largest customers for the three years ended 31 March 2015 were Customer I, Customer A
and Customer C respectively and none of them could be the largest customer consecutively;
(b) Customer G is a new customer of our Group for the year ended 31 March 2015 and it
became the largest customer for the six months ended 30 September 2015 due to Project 17
(please refer to the section headed “Business — Our foundation projects” in this prospectus
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(ii)

(iii)

@iv)

for further details of Project 17) which is expected to generate over 50% of the Group’s
revenue for the year ending 31 March 2016; (c) the revenue derived from Customer C in
terms of percentage of our Group’s revenue decreased from approximately 53.7% for the
year ended 31 March 2015 to approximately 26.4% for the six months ended 30 September
2015; (d) both Customers A and I were not our five largest customers for the year ended
31 March 2015 and the six months ended 30 September 2015; (e) the skills and techniques
such as foundation design capability etc. possessed by our Group is necessary in the
foundation industry which are needed by different project employers and Main Contractors,
otherwise our Group would not have around 30 years of history in the Hong Kong
foundation industry; and (f) our Group has not entered into any long term binding contract
with its customers and all contracts entered into by our Group were on project basis, and
therefore our Group is able to maintain its flexibility in choosing customers;

our Group has been willing and able to capture new source of revenue from potential
customers and reduce its reliance on any single customer. As a result, the largest customers
for the Track Record Period are different customers. In addition, four of the five largest
customers for the six months ended 30 September 2015, namely Customers F, G, L and M
have around one year of business relationship with our Group and they are considered as
new customers. Furthermore, our Group has been actively tendering for projects from new
customers;

there is a mutual business dependency and benefit between us and our major customers
because (i) foundation works are the lowest and supporting parts of most construction
works in Hong Kong and the Main Contractors in the construction industry need the
services provided by foundation contractors to complete their construction projects
awarded by project employers; and (ii) our Directors believe our previous job references in
handling both private and public sector projects and our long-term presence in the Hong
Kong foundation industry give business advantage to our largest customer(s) in engaging
us in some of their relatively complicated construction projects, for instance, our capability
to come up with effective and efficient foundation designs and plans and to cope with
uncertainties which may only come to understanding during the project’s operation can
facilitate project progress; and

the foundation industry in Hong Kong is showing an upward trend. As set out in the section
headed “Industry overview” in this prospectus, there are growth opportunities in the Hong
Kong foundation industry including (i) the up-coming infrastructure projects invested by
the Government; and (ii) the increasing population in Hong Kong. In addition, the revenue
of the foundation industry is expected to increase from about HK$24.5 billion in 2015 to
about HK$51.8 billion in 2019, at a CAGR of about 20.6%.

In the event that any of our major customers substantially reduces the number of contracts placed

with us or terminates its business relationship with us, our Directors consider that we would have extra
capacity to handle other potential projects from other customers to replace such lost contracts due to
the expected growth of demand for foundation services in Hong Kong and our competitive strengths
as detailed in the section headed “Business — Competitive strengths” in this prospectus which are in
line with the factors of competition of the Hong Kong foundation industry.
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OPERATIONAL PROCEDURES

Our operational procedures in respect of foundation works principally involve quotation for
tender, price determination, project implementation and project completion. We have developed a
comprehensive quality management system covering the foundation work process, including project
planning, contract management, project control, project completion and handover, and was accredited
with ISO9001: 2008.

Duration of our projects are affected by a wide range of factors including technical complexity,
geological conditions, input of machines and labour and expectation of project employers etc., which
can vary widely. The expected project durations and completion times are stated in the contract
entered into between us and our customers. Generally, the durations of our foundation projects during
the Track Record Period varied from around two to 48 months. Foundation project duration may
sometimes be lengthened due to unanticipated weather and geological conditions, exceptional
technical complexities and additional requirements from project employer after project
commencement. In such cases, we will discuss with our customers with an aim to restate the estimated
project duration and to adjust our previous quotation. During the Track Record Period, we had not
been penalised by our customers as a result of delay in project completion which caused material

disruption to our operation or material adverse effect on our financial position and performance.
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For illustration purpose, a simplified flow diagram of the key operational procedures of our

Group is outlined as below:

Project review

Restricted tender and open tender invitations

L

Contract manager and project manager(s) assess
whether potential project matches our scope of services

iYes

Executive Director(s) assess whether
to participate in tender

iYes

Contract manager, surveyor(s) . Obtain quotations from internally
and project manager(s) will prepare tender documents approved suppliers and subcontractors
and estimate gross profit margins and project costs

I

Technical team to prepare preliminary
overall foundation designs

l

Executive Director(s) to review and approve the tender o
documents and preliminary overall foundation designs > No > Reject invitation
before submission

4 Yes

» No > Reject invitation

» No »> Reject invitation

Submit tender

|

Handle queries and attend tender interview
with customers if necessary

l

‘ Negotiate project terms ‘

[

‘ Sign contracts ‘

Project implementation

~
‘ Forming project management team ‘

Fine-tuning and finalising
overall foundation designs

{

Preparation of detailed method statements

!

Confirm purchase orders with suppliers
and engagements with subcontractors

il

Engineering staff and foremen supervise
foundation works

4

Billings to customer and from
suppliers and subcontractors

Project completion

Monitor receipt of trade receivables and
rectifications during maintenance period

]

Project completion
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Project review

Quotation

Once we have obtained the notification from our customer requesting for our quotation under the
restricted tender, which normally contains, amongst others, the project specifications, we will
commence preliminary work for the preparation of quotation. For open tender, such information will
be disclosed in the Government Gazette, local press, on the internet and/or in selected overseas
journals. Our preliminary work usually includes reviewing the tender document in details,
understanding the project specifications, verbally clarifying with our customers to see if they have
other requirements and expectation regarding our works if we consider necessary, and physically
visiting the site at which the foundation project is to be undertaken. In the event that we are limited
by our licenses and registrations from undertaking certain types of foundation works in the public
sector, we would ensure that we and our subcontractors as a working team possesses the requisite
licenses and registrations to undertake the projects.

The document review process mainly includes (i) studying and understanding the scope of work
required for the project; (ii) reviewing drawings and specifications to estimate the feasibility of
undertaking such project based on the technical requirements, expected completion time and possible
risks associated with such project; (iii) clarifying any ambiguities and inconsistencies in the relevant
documents such as drawings and specifications with the potential customers; and (iv) obtain
preliminary quotations from our suppliers and subcontractors to estimate our project costs.

Price determination

When we prepare our quotation for a prospective project, we will estimate the gross profit margin
in terms of monetary value and percentage. The gross profit margin of a project depends on various
factors, including but not limited to the scale, complexity and specifications of the projects, our
capacity, the estimated project cost (which mainly includes the direct labour cost and material costs
based on the preliminary quotations from our suppliers and subcontractors), historical fee we received
for similar projects, the current fee level in the market and competitive conditions at the contract
negotiation stage. Our contract manager, surveyors and project managers will assist in the preparation
of quotations included in tender documents. Our surveyors are responsible to analyse the project
requirements and estimate the amount of materials, labour and time required for the completing the
project on time. Supporting quotations from suppliers and subcontractors will also be obtained for
estimations. Our Directors confirm that fluctuations of material prices would generally be passed on
to our customers during the process of price determination.

Our executive Director(s) is responsible for determining the final price of each project. The time
required for preparing a quotation varies from case to case, which depends on specific requirements
and complexity of each project. Generally, it takes about one to four weeks from receipt of requests
to submission of quotations. Our quotation is generally valid for a period of 30 days to six months
subject to further negotiation between the parties. However, in the event that our Group is required
to perform variation works which are not included in the original project specification after the project
commencement, we and our customer will perform measurement and evaluation to the variation works
and make adjustment to the contract sum.
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Subsequent to the submission of tender documents, we will answer queries raised on our
submitted documents and sometimes assist our customers in their tender interviews with the project
employers (who are either the relevant Government departments in the public sector or property
developers/owners in the private sector). If the potential customer intends to engage us to be the
foundation works contractor, we will proceed to review and negotiate the project terms.

Project implementation

Formation of project management team

Once we are awarded with a contract for foundation works, we will form a project management
team, which normally consists of a project manager and a number of surveyors, engineering staff and
foreman. Depending on the size of the contract and the complexity of the works undertaken, the
project management team may include additional staff. A project management team will be led by the
project manager, who is responsible for the overall management of the project and has the requisite
engineering background and experience to manage the project. The project manager, after consulting
with our executive Director(s), will also decide on the type of works to be subcontracted and which
subcontractors to be engaged. The general responsibilities of our project management teams mainly
include (i) working with our technical team who is responsible to fine-tune and finalise overall
foundation designs based on the preliminary design drawings and project specifications received from
our customers; (ii) preparing method statements after studying the results of land survey and ground
detection and investigation prepared by external consultants; (iii) formulating detailed work programs;
(iv) liaise with our suppliers for handling procurement of materials; (v) engaging and delegation of
works to subcontractors; (vi) coordinating with our customers, subcontractors and suppliers to
complete the projects according to the work schedules; (vii) managing our respective staff and
subcontractors’ technicians to complete projects on time; and (viii) ensuring work quality.

Our surveyors are responsible for overseeing the materials on-site and ensuring the works
performed by our subcontractors meet technical requirements by measuring the location, depth and
quality of drilling works etc. Our subcontractors’ technicians are responsible for handling the works
delegated by us at project sites under the instructions and supervisions of our foremen. Our
engineering staff are responsible for (i) preparing the site daily record to properly record the number
of workers at each project site, which should be passed to the respective project manager for his
review and properly kept; and (ii) monitoring the work progress and communicating with our foreman
about each project’s operation in details. On-site inspection is also conducted by our engineering staff
to further ensure the quality of works handled by our subcontractors. Further information of our
quality control is set out in the section headed “Business — Quality control” in this prospectus.

Once a project is launched, our executive Director(s) and project managers will closely monitor
the progress of the project to ensure that (i) the technical standard meets our customer’s requirements;
and (ii) the project is completed as scheduled and within the budget, and in compliance with all
statutory requirements in connection with the works, safety, environmental and other related legal or
regulatory requirements. Our project management teams also communicate frequently and participate
in project meetings if necessary with our customers and subcontractors to assess and review the
progress of the projects and to identify and resolve any problem or issue which may arise during the
course of carrying out foundation works.
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Procurement of materials

The materials that we purchased are mainly concrete (a composite material composed mainly of
cement, crushed stone and water etc.) and metal materials such as steel piles and deformed bars etc.
All of these materials are sourced from our suppliers in Hong Kong. Unless our customers specify, we
usually select our suppliers from our internal list of approved suppliers. Other materials used in
foundation projects, such as diesel fuel and concrete retarder etc. are directly purchased and consumed
by our subcontractors. We estimate the amount of materials to be ordered and we specify the location,
delivery time and quantity to our suppliers on a project-by-project basis. Normally, we order materials
approximately one week in advance based on each project’s progress at each of the construction sites.
In general, we request our suppliers to provide quotations of materials during the preparation of our
quotations. In the event that we are awarded with the contract, we will follow-up with our suppliers
who have previously quoted us with the competitive pricing and to negotiate on pricing and other
terms accordingly. We generally do not keep inventory. Our inventory as at 31 March 2013, 2014 and
2015 and 30 September 2015 represents the excess metal materials ordered for several projects which
could be used for other projects in future.

Project completion

Certificates of completion are to be issued by our customers, which indicates that the foundation
works have been completed, tested and approved. Completion takes place upon our customers
approves our completion notification, which is normally understand as being (i) that the foundation
works to be completed under the contract have been duly completed; (ii) that there is no apparent
defect; and (iii) the start of the maintenance period (normally 12 months) and we may be required to
rectify all defective works during this period at our own expense.

KEY PROJECT TERMS

Some of the key project terms agreed between our Group and our customers include terms in
respect of price, payment and retention money, scope of work, maintenance period, variation orders,

performance bond, liquidated damages and termination.

Price

The contracts state an agreed price subject to measurements and variations. The agreed price is
agreed between our customers and our Group taken into account factors including price negotiation,
project requirements and the estimation of the amount of materials, labour and time required for the
completion of the project.
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Progress payment

We normally receive progress payments from our customers on a regular basis by reference to
the value of work completed. In general, we submit interim payment application to our customers on
a monthly basis with details relating to the amount of work done. The architect employed by our
customer shall assess and verify our interim payment application. Usually, payment from our customer
to us shall be made within 14 to 45 days in general from the date of the customer’s written payment
approval.

Retention money

There is a term for our customers to hold up an amount of fee as retention money from the
progress payment. The retention money is retained by our customers at a rate of 10% of each interim
payment made to us and up to a maximum limit of 5% of the total contract sum. The terms of the
retention money depend on a project to project basis. Generally, the retention money is fully released
upon expiry of the maintenance period which is normally 12 months commences upon the date of
completion. As at 30 September 2015, retention receivables held by our customers amounted to
approximately HK$44.5 million.

Maintenance period

We are generally subject to maintenance period and we may be responsible to rectify all defective
works at our own expense during such period. The maintenance period, normally 12 months,
commences upon the date of completion of foundation works performed by us to the issue of
certificate of completion. During the Track Record Period, there was no material claim or complaint
in relation to the quality of foundation works brought against our Group by our customers and the cost
incurred for rectifying defective works was immaterial.

Variation orders

We may be given variation orders where our customers amend the specification and scope of
work from that originally contracted. A variation order may increase, omit or vary the original scope
of work and adjust the original contract sum. The scope for the variation order will be agreed by us
and our customers. The rights and obligations under the variation order will be same as that under the
contract.

Performance bonds

For certain of our contracts, we are required to have stipulated value of performance bonds with
an insurer made in favour to our customer, which will remain in effect until the return of the
performance bond or upon expiry of the bond, which is upon completion of the project. Our customer
may utilise the performance bond to make good any loss or damages sustained as a result of any breach
of the contract with them due to us, including any liquidated damages. There was no claim on the
performance bonds during the Track Record Period.
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Liquidated damages

Our contracts include a liquidated damages clause where if we fail to complete the foundation
work set out in the contracts within the stipulated time and/or cause unnecessary delay to project
completion that result in economic damages imposed on our customer, we shall reimburse our

customer for some or all of the incurred damages.

Termination

In general, our contracts can be terminated, among other things, if our performance is found to
be unsatisfactory, or if we become bankrupt or insolvent, or for any reason our customer’s contract

entered into with the project employer for the project has been terminated.

SUPPLIERS

We will assess the overall performances of potential suppliers, including product quality,
timeliness of delivery, job references and reputation in the industry to be included in our list of
suppliers on an annual basis to ensure that we have maintained a reasonably diversified base of
reliable suppliers which offer competitive prices. As at 30 September 2015, there were over 70
suppliers on our list of approved suppliers. Generally, unless our customers specify, we select our
suppliers from our list of approved suppliers based on their prices, quality, past performances and

capacity. None of our suppliers has entered into long-term supply agreement with us.

In general, we order materials approximately one week in advance based on each project’s
progress. During the Track Record Period, we have not experienced any significant shortage nor delay
in delivery of materials by our suppliers causing material disruption to our works. Materials purchased
by us are normally settled by cheque in Hong Kong dollars. Our suppliers normally grant credit period
of 14 to 90 days from the invoice or delivery date of the relevant purchases to us. We incurred
approximately HK$24.6 million, HK$39.1 million, HK$88.0 million and HKS$91.6 million in
construction material costs for the three years ended 31 March 2015 and the six months ended 30
September 2015 respectively, representing approximately 16.1%, 20.8%, 30.7% and 39.3% of our cost
of sales for the three years ended 31 March 2015 and the six months ended 30 September 2015

respectively.

Our largest supplier accounted for approximately 60.4%, 39.8%, 28.5% and 71.2% of our total
material costs for the three years ended 31 March 2015 and the six months ended 30 September 2015
respectively; and our five largest suppliers accounted for approximately 97.5%, 86.2%, 79.0% and
96.6% of our total material costs for the three years ended 31 March 2015 and the six months ended
30 September 2015 respectively.
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The following table sets out the profile of our five largest suppliers during the Track Record

Period:
The financial year/period being
our five largest suppliers and
approximate percentage (%) to
Name of supplier our total material costs
Supplier A 31 March 2013 (60.4%),

2014 (39.8%) and 2015 (11.9%),
and the six months ended 30
September 2015 (2.6%)

Supplier B 31 March 2013 (12.8%), 2014
(9.5%) and 2015 (28.5%), and the
six months ended 30 September
2015 (71.2%)

Supplier C 31 March 2013 (12.1%) and 2015
(19.8%)
Supplier D 31 March 2013 (8.2%), 2014

(17.5%) and 2015 (8.8%)

Supplier E 31 March 2014 (13.5%)

Supplier F 31 March 2014 (5.9%)

Supplier G 31 March 2015 (10.0%) and the six
months ended 30 September 2015
(10.9%)

Supplier H 31 March 2013 (4.0%)

Supplier I The six months ended 30
September 2015 (8.8%)

Supplier J The six months ended 30

September 2015 (3.1%)

Approximate
year(s)

of business
relationships
with our Group

7 years

8 years

3 years

3 years

5 years

2 years

1 year

3 years

2 years

1 year

Notes:

1. Supplier A is a private company incorporated in Hong Kong.

2. Supplier B is a private company incorporated in Hong Kong.

3. Supplier C is a subsidiary of a public company listed in Hong Kong.
4. Supplier D is a private company incorporated in Hong Kong.

5. Supplier E is a private company incorporated in Hong Kong.

6. Supplier F is a private company incorporated in Hong Kong.

7. Supplier G is a private company incorporated in Hong Kong.

8. Supplier H is a private company incorporated in Hong Kong.

9. Supplier I is a private company incorporated in Hong Kong.

_
e

Supplier J is a private company incorporated in Hong Kong.
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Principal business

Supplier of metal materials
including sheet pile, sheet
plate H-beam and H-pile

Supplier of metal materials
including sheet pile, sheet
plate H-beam and H-pile

Supplier of metal materials
including H-pile and coupler
Supplier of metal materials
including steel sheet pile,
structural steel and bearing
pile

Concrete supplier

Supplier of metal materials
including high tensile steel
deformed bar

Supplier of metal materials
including tensile steel
deformed reinforcing bar
Dry sand supplier

Concrete supplier

Concrete supplier
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None of our Directors, their close associates or any Shareholder (who or which, to the best
knowledge of our Directors owns more than 5% of the issued share capital of our Company) has any
interest in any of our five largest suppliers during the Track Record Period.

SUBCONTRACTORS

As we focus on business activities including project review and quotation, foundation design,
co-ordination, project management and other supervisory work, we subcontract the site works such as
excavation, shoring and waling, drilling, concreting, rebar fixing, percussive piling, formwork
erection and debris disposal etc. to internally approved subcontractors by entering into separate

subcontracts with them.

We maintain a list of approved subcontractors who are assessed and approved by us. The
assessment may include (i) evaluation of subcontractors’ recent performance; (ii) verifying whether
the subcontractor has an approved quality assurance system and if the standard is appropriate to meet
the job requirements; (iii) reviewing third party assessments or certification held by the subcontractor;
(iv) assessing whether the subcontractor may have sufficient resources and skills to fulfil the specific
requirements; and (v) reviewing their requisite licenses and registrations for handling construction
works. We will select subcontractors from our approved subcontractors list based on their previous
experience, skills, present work load, price quotations and historical work quality. Our subcontractors
are neither our employees nor agents and we are not a party to the employment arrangement between

our subcontractors and their employees.

We will from time to time review and update our internal approved list of subcontractors
according to their performance assessment. During project implementation, our project managers will
have meetings with the engaged subcontractors from time to time and closely monitor their work
progress and performance. The standard subcontracts entered into between our Group and the
subcontractors provide that the subcontractors are required to observe all the requirements and

provisions of our tender documents.

The subcontracting fee is arrived by reference to the quotation provided by the subcontractor and
the assessment of amount of work to be completed by the subcontractor. Some of the major terms of

standard subcontracts agreed by us and our subcontractors are set out below:

Payment term: (i)  Our Group shall certify and honour monthly payment to
the subcontractors against the actual work done on
project sites. Subcontractors should apply for payment
by the 30th or by the designated date each month.
Generally, within 30 calendar days upon receiving the
application for payment, our Group will pay 90% of the
amount to the subcontractor by cheque and keep the rest
as retention money. The maximum limit of retention
money is 5% of the total contract sum; and

— 118 —



BUSINESS

Responsibilities of
subcontractors:

Work safety:

(ii)

(1)

(i)

(iii)

(i)

(it)

(iii)

(iv)

all of the retention money will be released within three
months upon expiry of the maintenance period/issue of
the maintenance period certificate of satisfaction. In
some cases, half of the retention money will be released
in six months upon issue of the certificate of completion
and the other half will be released in three months upon
expiry of the maintenance period/issue of the
maintenance period certificate of satisfaction.

During work, our subcontractors and their employees
shall comply with the instructions of our respective
staff. Otherwise our Group has the right to terminate the
subcontracts unconditionally;

unless agreed by our Group, our subcontractors shall not
assign or further subcontract the works subcontracted by
our Group; and

our subcontractors shall appoint at least one responsible
person who knows both English and Chinese,
understands construction drawings, and is experienced
enough in the industry to regularly station at the work
site during work hours in order to receive instructions
from and report work progress to our respective staff
every working day.

Our subcontractors shall be responsible for provision of
all necessary personal protective equipment and safety
precaution measures to their own personnel to facilitate
their operation;

our subcontractors shall be fully cooperative with our
Group’s and/or the Main Contractors’ safety teams;
upon request from our Group, subcontractors shall
provide enough safety information such as safety plans
and accident reports (to be provided within 24 hours
upon occurrence of the accidents);

our subcontractors shall assign a work safety
representative to regularly hold safety reviews with our
Group’s safety officer; and

if our subcontractors do not comply with any of the
Government’s or our Group’s safety regulations and
remain so eight hours after our Group issue a written
notice, our Group has the right to terminate the
subcontracts.
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Environmental and quality Our subcontractors shall follow our Group’s established
management: ISO14001 environmental management system and ISO9001
quality management system. All costs incurred in compliance
with the two management systems shall be borne by the

subcontractors.

Claims and Termination: If the main contract between our Group and the Main
Contractor fails to come to effect or is terminated for
whatsoever reasons, the subcontract between our Group and
the subcontractor will be terminated automatically. The
subcontractor cannot claim any damage against our Group for
the subcontract so terminated.

We may be liable to our customers for the performance of our subcontractors and we may also
be liable to any potential employee compensation claims and personal injuries claims made by the
employees of our subcontractors arising from work injuries as may happen from time to time.
Therefore, we carry out regular assessment of our subcontractors during the course of a project to
ensure quality and safety of their works. Our respective engineering staff will make regular site visits
to ensure general compliance by our subcontractors in all respects particularly regarding safety and
environmental requirements. As our standard subcontracts specify our monthly payments obligation to
subcontractors, in the event that our customers default in making payment, we may still be liable to
settle the subcontracting fees. During the Track Record Period, there had been no default in making
payment by our customer to us in relation to the works performed by our subcontractors.

Pursuant to our standard subcontract, our subcontractors would compensate our Group for all
claims, litigations, damages, requests, fees and outgoings suffered by our Group, which are arising out
of our subcontractors’ breach of subcontract. Our subcontractors would also compensate our Group for
any liabilities arising out of our subcontractors’ negligence. Compensation claims from our
subcontractors’ employees are generally covered by the insurance policies procured by the Main
Contractor or our Group. The insurance policies include employees’ damages or employees’
compensation insurance, contractors’ all risks insurance and third party liability insurance (“TPI”). In
the event that the insurance company of the said insurance policy refused to compensate our Group
as a result of our subcontractors’ breach of the terms of insurance policy or negligence on the part of
our Group, all the liabilities arising thereof (including any claims arising from the Employees’
Compensation Ordinance and civil litigation) shall rest upon our subcontractors subject to the terms
of the subcontract. Under normal circumstances, any deductible of insurance policy shall also be borne
by our subcontractors. In case of accidents under which our subcontractors’ employees sustained
injuries within our construction site and our subcontractors have failed to report to us within the
stipulated time period, all employee’s compensation, damages and all the legal consequences arising
thereof shall be borne by our subcontractors.

We incurred approximately HK$82.0 million, HK$101.5 million, HK$140.5 million and
HK$96.1 million in subcontracting fee for the three years ended 31 March 2015 and the six months
ended 30 September 2015 respectively, representing approximately 53.7%, 54.1%, 49.0% and 41.3%
of our cost of sales for the three years ended 31 March 2015 and the six months ended 30 September
2015 respectively. As at 30 September 2015, we have more than 180 internally approved
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subcontractors who are able to handle the site works assigned by us. Our largest subcontractor

accounted for approximately 30.0%, 22.1%, 34.6% and 33.4% of our total subcontracting fee for the

three years ended 31 March 2015 and the six months ended 30 September 2015 respectively and our

five largest subcontractors accounted for approximately 78.2%, 69.6%, 65.8% and 65.1% of our total

subcontracting fee for the three years ended 31 March 2015 and the six months ended 30 September

2015 respectively.

The following table sets out the profile of the five largest subcontractors during the Track Record

Period:

Name of
subcontractor

Subcontractor A

Subcontractor B

Subcontractor C

Subcontractor D

Subcontractor E

Subcontractor F

Subcontractor G

Subcontractor H

Subcontractor I

Subcontractor J

Subcontractor K

Subcontractor L

Subcontractor M

The financial year/period being our five
largest subcontractors and approximate
percentage (%) to our total
subcontracting fee

31 March 2013 (30.0%) and 2014 (11.0%)

31 March 2013 (2.9%), 2014 (22.1%) and
2015 (34.6%)

31 March 2014 (15.8%)

31 March 2014 (11.2%)

31 March 2014 (9.5%)

31 March 2015 (10.7%)

31 March 2015 (7.8%)

31 March 2015 (6.1%) and the six months
ended 30 September 2015 (6.7%)

31 March 2015 (6.6%) and the six months
ended 30 September 2015 (9.5%)

31 March 2013 (22.2%)

31 March 2013 (16.8%)

31 March 2013 (6.3%)

The six months ended 30 September 2015
(6.5%)

Approximate
year(s) of
business
relationships
with our Group

9 years

3 years

4 years

2 years

2 years

1 year

3 years

2 years

2 year

4 years

5 years

2 years

less than 1 year
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Principal business

Provision of drilling works

Provision of piling works

Provision of demolition and
excavation works

Provision of piling works

Provision of rebar fixing, formwork
erection and concreting works

Provision of piling works

Provision of ELS and pile cap
works

Provision of ELS works and pile
cap works

Provision of earthworks, and
pumping and drainage works

Provision of drilling works

Provision of excavation works,
rebar fixing, formwork erection and
concreting works

Provision of excavation works,
rebar fixing, formwork erection and
concreting works

Provision of ELS works
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Approximate
The financial year/period being our five  year(s) of
largest subcontractors and approximate  business

Name of percentage (%) to our total relationships

subcontractor subcontracting fee with our Group Principal business

Subcontractor N The six months ended 30 September 2015  less than 1 year  Provision of piling works
(33.4%)

Subcontractor O The six months ended 30 September 2015 less than 1 year ~ Provision of rebar fixing works
(9.0%)

Notes:

1. Subcontractor A is a private company incorporated in Hong Kong.

2. Subcontractor B is a private company incorporated in Hong Kong.

3. Subcontractor C is a private company incorporated in Hong Kong.

4. Subcontractor D is a private company incorporated in Hong Kong.

5. Subcontractor E is a private company incorporated in Hong Kong.

6. Subcontractor F is a subsidiary of a public company listed in Hong Kong.

7. Subcontractor G is a private company incorporated in Hong Kong.

8. Subcontractor H is a private company incorporated in Hong Kong.

9. Subcontractor I is a sole proprietorship in Hong Kong.

10.  Subcontractor J is a private company incorporated in Hong Kong.

11.  Subcontractor K is a partnership in Hong Kong.

12.  Subcontractor L is a sole proprietorship in Hong Kong.

13.  Subcontractor M is a private company incorporated in Hong Kong.
14.  Subcontractor N is a private company incorporated in Hong Kong.

15.  Subcontractor O is a private company incorporated in Hong Kong.

None of our Directors, their close associates or any Shareholder (who or which, to the best
knowledge of our Directors owns more than 5% of the issued share capital of our Company) has any
interest in any of our five largest subcontractors during the Track Record Period.

MACHINERY

We provide our machines, which are mainly produced by manufacturers in Japan, Korea, Europe
and the United States, to our subcontractors for handling our foundation works in the event that they
need additional machines at project sites to increase capacities for completing our delegated work
tasks in order to meet specified time schedules. During the Track Record Period, we sometimes
recorded other income by renting our machines to external parties to carry out site works at
construction sites which are not related to our projects. As at 30 September 2015, our plant and
machinery had a total net book value of approximately HK$43.7 million.
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The principal machinery of our Group include the following:

(i) pile driver : it is a machine used to drive percussive piles into soil by mounted with
hydraulic hammer and it is also used to install percussive drilling boreholes by mounted
with hydraulic rotator and equipped with down-the-hole hammer;

(ii) hydraulic hammer : it is a percussion hammer driven by hydraulic power pack fitted onto
pile driver for driving piles into ground;

(iii) air compressor : it is a device that converts power of a diesel engine into kinetic energy by
compressing and pressurizing air and provide pneumatic power to drive percussive
down-the-hole hammer. In addition, it is used to provide air lifting force for cleaning of
percussive drilling boreholes and large diameter bored pile during RCD drilling or prior to
concreting;

(iv) crawler crane : it is a machine used as lifting appliances and installation of different types
of insert such as H-pile and bundle of steel rebar into the bore and equipped with hammer
grab and chisel for large diameter bored pile excavation through temporary steel casing.
Further, it is also used for steel cage and/or permanent liner installation and concreting of
bored pile;

(v) oscillator : it is a machine used to drive or extract temporary steel casing into or from
ground for large diameter bored pile construction by using its own hydraulic power pack
or attached with powerful hydraulic driven crawler crane; and

(vi) reverse circulation drilling (RCD) rig and accessories : it is a machine driven by its own
hydraulic power pack, the rig is mounted on top of temporary steel casing by equipped with
drilling strings including drilling rods, stabilizers, drum stabilizer, drill head, under-reamer
and bellout tools for overcoming underground obstruction, forming rock socket and bellout
for large diameter bored pile.

Most of the simple repairs and maintenance of our machinery are handled by our staff at our
warehouses in Hong Kong. During the Track Record Period, we also outsourced some complicated
repairs to Independent Third Parties. The average age of our machines is approximately eight years
as at 30 September 2015. Our major machines are inspected and serviced on an as-needed basis and
they are generally serviced around one to three times a year depends on how frequent they are used
and the working conditions at construction sites. We only replace the aged machinery when necessary
and we disposed four machines during the Track Record Period.

During the Track Record Period, our Group acquired certain machines by way of finance leases,
under which our Group purchased certain machines from suppliers, sold them to bankers and the
bankers leased back those machines to our Group at stipulated monthly rents in a fixed term. Under
these finance leases, we were given options to purchase these machines at a nominal amount at the end
of the lease term. Since the terms of these finance leases transfer substantially all the risks and rewards
of ownership of the machines to our Group as the lessee, the relevant machines were accounted for
as our Group’s assets under the category of property, plant and equipment. Our Group had machineries
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under finance leases with net book value amounting to nil, approximately HK$5.6 million, HK$25.8
million and HK$29.0 million as at 31 March 2013, 2014 and 2015 and 30 September 2015,
respectively, representing nil, approximately 42.4%, 66.4% and 66.4% of the net book value of plant
and machinery as at 31 March 2013, 2014 and 2015 and 30 September 2015, respectively.

The NRMM Regulation

Under the NRMM Regulation, non-road mobile machinery, except those approved or exempted,
are required to comply with the prescribed emission standards. From 1 September 2015, all regulated
machines sold or lease for used in Hong Kong must be approved or exempted with a proper label in
a prescribed format issued by the Environmental Protection Department. Starting from 1 December
2015, only approved or exempted non-road mobile machinery with a proper label are allowed to be

used in specified activities and locations including construction sites.

On 8 February 2015, the Development Bureau issued a Technical Circular (Works) No. 1/2015
in relation to the implementation plan to phase out the use of exempted non-road mobile machineries
for four types of non-road mobile machineries, namely generators, air compressors, excavators and
crawler cranes in public work including design and build contracts, with an estimated contract value
exceeding HK$200 million. Further details of the NRMM Regulation are set out in the section headed
“Laws and regulations — The laws and regulations in relation to environmental protection” in this

prospectus.

Details of our machineries subject to the NRMM Regulation are set out below:

Subject to the

Net book implementation plan
Type and number value as at 31 issued by the
of machines January 2016 Status Development Bureau
(HK$’000)
Crawler crane (one) 2,658 Exemption was granted. Yes. We will apply for

approval status for the
exempted crawler crane
in due course.

Air compressor (one) 278 Exemption was granted. Yes

RCD rigs (two) 8,415 Exemption was granted. No
We will apply for
approval status for the
exempted RCD rigs in
due course.
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Subject to the

Net book implementation plan
Type and number value as at 31 issued by the
of machines January 2016 Status Development Bureau
(HK$°000)
Hydraulic hammers (four) 10,268 Exemption was granted. No

We will apply for
approval status for most
of the exempted hydraulic
hammers in due course.

Pile drivers (four) 3,357 Exemption was granted. No

Pursuant to the NRMM Regulation, in the event that the exemption is not granted before 1
December 2015, the aforesaid machines cannot be used for our foundation works starting from 1
December 2015. Two of the aforesaid machines, including one crawler crane and one air compressor,
are also subject to the phase out implementation plan. Save for the crawler crane which we will apply
for approval status, the use of another machine for our future foundation projects in the public sector
will be limited to a certain extent during the phase out period. Our Directors are of the view that the
effect of the NRMM Regulation and the phase out implementation plan on our operations is not
material, having considered that (i) the exemptions were granted; (ii) we have a plan to gradually
replace those machineries which are subject to NRMM Regulation before the exemption expires and
before Phase III of the phase out implementation plan; and (iii) the machines used at our project sites
are mainly owned by our subcontractors and we provide our machines to our subcontractors for

handling our foundation works only in the event that they need extra capacities.

CREDIT MANAGEMENT

Before deciding whether to submit a tender with quotation, we normally consider factors such
as the creditworthiness of the relevant customers and the key project terms in relation to the project’s
execution. We closely monitor the payments from our customers pursuant to the terms of each
respective project. In addition, our executive Director(s) also take into account the length of business
relationship, past reputation, financial strength and repayment history of each of our customers to
monitor the payments. Regular meetings are held between our executive Directors, frontline staff and
finance department to review the aging status of our accounts receivable. Settlement is monitored by
our project manager and finance department. For overdue balances, our executive Director(s) and
project managers will be alerted and appropriate follow up actions such as telephone calls and
reminder emails made or sent by our respective staff will be taken if necessary. Credit terms given to

our customers are generally set out in the relevant contract.
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Generally, payment is due within 14 to 45 days from the date of our customers written payment
approval. Our trade receivable is normally settled by cheque in Hong Kong dollars. Further details on
our contract receivables turnover days are set out in the section headed “Financial information —
Analysis of various items from the combined statements of financial position — Trade and retention
receivable” in this prospectus. Our Directors determine specific provision for doubtful debts relating
to accounts receivable on a case-by-case basis. We did not make any provision for doubtful debts
relating to accounts receivable during the Track Record Period.

QUALITY CONTROL

Our Directors believe that our financial results and hence our profits depend on our ability to
meet our customers’ requirements in all respects. We have established formal quality management
system in accordance with the requirements of ISO 9001: 2008 to develop a sustainable
performance-oriented culture with an emphasis on pursuing continuous improvement and long-term
development rather than adopting a short-term and project-based approach.

We emphasise quality control as we believe completing foundation works that meet or exceed our
customers’ requirements is crucial for our good track record and future business opportunities. To
ensure that our foundation works meet the required standards, we normally assign at least one
surveyor and one engineering staff with relevant experience and academic qualifications on a full-time
basis for each of the projects as the first line of monitoring of the quality of work tasks done by our
subcontractors by checking each work item against inspection checklist. We also engage external
consultants and laboratories to perform quality testing for the piling works handled by our
subcontractors. Our project managers are responsible for monitoring overall work quality and project
progress and ensuring that foundation works are completed according to schedule. As at the Latest
Practicable Date, most of our project managers are engineers and/or holders of bachelor degree in
construction related subjects.

Furthermore, our project management teams communicate frequently with our executive
Director(s) and our executive Director(s) closely monitors each of the projects’ progress and discuss
issues identified to ensure the foundation works (i) meet our customers’ requirements; (ii) are
completed within the time stipulated in the contract and the budget estimated for the project; and (iii)
comply with all relevant codes and regulations applicable to the foundation works. Our customers also
conduct their own quality checks from time to time at construction sites. During the Track Record
Period, there was no material claim or complaint in relation to the quality of foundation works brought
against our Group by our customers and the cost incurred for rectifying defective works was
immaterial.

Regarding the materials purchased by us, unless our customers designate the suppliers, we
generally procure materials from our internal list of approved suppliers which we have performed
reasonable assessments to ensure consistency of quality. All materials purchased from our approved
suppliers would be checked by our surveyors to ensure that the specifications match with the
descriptions in our purchase record before being used by our subcontractors’ technicians. Any items
with defects or which are not consistent to the product specifications stated in the purchase orders
would be returned to the suppliers for replacement.
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ENVIRONMENT

Our business is subject to certain laws and regulations in relation to environmental protection.
Please refer to the section headed “Laws and regulations” in this prospectus which sets out further
information about such laws and regulations. Our Directors believe that it is essential for us to be
environmentally responsible and to meet our customers’ demands in environmental protection and at
the same time meeting the community’s expectation for a healthy living and working environment. To
this end, we have set up an environmental management system, which was accredited by Certification
Asia (HK) Limited with ISO 14001: 2004 certification, to promote environmental awareness and to
prevent pollution of the environment resulting from our works. In general, the permitted hours for
operation at project site is from 7:00 a.m. to 7:00 p.m. Monday to Saturday, and for percussive piling,
the machines are permitted to operate for three hours a day in urban areas. Works are not permitted
on general public holidays unless prior approval has been granted by the Director of the
Environmental Protection Department through the construction noise permit system. During the Track
Record Period and up to the Latest Practicable Date, we had two prosecutions under the relevant
applicable environmental laws and regulations which had been settled. Further details are set out in
the section headed “Business — Litigation, arbitration and potential claims” in this prospectus.

WORK SAFETY

We emphasise the health and safety of our employees and we are committed to providing a safe
and healthy working environment for the benefit of our staff and our subcontractors. To this end, we
have adopted the safety plans provided by the Main Contractors or project employers and we also have
our own staff safety manual to promote occupational health and safety at project sites and to ensure
compliance with the applicable laws and regulations in Hong Kong.

The safety plans are documented in writings and supplemented with instructions and graphs. We
have qualified safety supervisors to monitor and implement the safety plan at each project site to
ensure work safety of our staff and subcontractors’ technicians. We will continue to put adequate
resources and effort to uphold and improve our safety management in order to reduce our risks related
to safety issues. Our staff safety manual adopted and used during the Track Record Period sets out
work safety measures to prevent common accidents which could happen at project sites. We have also
set up an occupational health and safety management system to promote safe working practices among
all employees and to prevent the occurrence of accidents. As a result, our occupational health and
safety management system has been certified compliance with OHSAS 18001: 2007 by Certification
Asia (HK) Limited.

Our safety officer is responsible to (i) prepare and submit investigation report of any
occupational accident happened at project site to Labour Department and the project employer; (ii)
carry out safety review and improve safety measures, if necessary, to prevent similar accidents in
future; and (iii) update the record of accident rate. Such accident investigation report shall contain
information including but not limited to (i) documentation of accident details; (ii) colour photos taken
in respect of the accident scene; (iii) safety training record of the injured person; (iv) employment
contract of the injured person; and (v) the letter issued by the injured person’s employer stating his
average working days per month. Our Directors confirm that during the Track Record Period and the
period from 1 October 2015 up to the Latest Practicable Date, our Group has recorded nil, two, nil,
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one and one reportable accidents (details of which are set out in the section headed “Business —
Litigation, arbitration and potential claims — I. Outstanding claims and litigations against our Group
during the Track Record Period and up to the Latest Practicable Date”) in our construction sites
respectively, which involved either our employees or our subcontractors’ employees. Having
considered that our accident rates per 1,000 workers over the Track Record Period ranged from 9.8
to 16.9, which are lower than the industry average of 41.9 in 2014 and none of the accident has
resulted in fatal injury, our Directors are of the view that our occupational health and safety
management system is effective. Further details of the occupational accidents are set out in the section

headed “Business — Litigation, arbitration and potential claims” in this prospectus.

To further improve the safety standard and reduce the re-occurrence of workplace accidents for

our Group’s projects, we have taken or reinforced the following measures:

1. our safety supervisors have been communicating closely with our safety officer and the

Main Contractors for the purposes of delivering safety updates to subcontractors;

2. project meetings are held regularly within our project management team to identify and

follow up key safety issues;

3. our safety supervisors have performed regular site visits to project sites to ensure that all

works are carried out in accordance with the safety plans;

4.  our safety supervisors are responsible for monitoring work safety and they will report to our

safety officer and the Main Contractors if any safety issues are noted;

5. our project management teams have arranged and will ensure our subcontractors attend all

safety trainings provided by our Group or the Main Contractors; and

6. our project management teams have distributed updated safety guidelines to our
subcontractors in relation to the proper use of equipment and maintenance of safe

workplaces.
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A table comparing the construction industry average rate against our Group in regards to accident

rate per 1,000 workers and fatality rate per 1,000 workers is set out below:

In construction Our Group’s
industry construction sites
(note 1) (note 2)

2013

accident rate per 1,000 workers 40.8 16.9

fatality rate per 1,000 workers 0.277 —

2014

accident rate per 1,000 workers 41.9 9.8

fatality rate per 1,000 workers 0.242 —

2015

accident rate per 1,000 workers N/A 10.5

fatality rate per 1,000 workers N/A —

Note 1: Occupational Safety and Health Statistics Bulletin Issue No. 15 (August 2015) by Occupational Safety and
Health Branch Labour Department.

Note 2: Our Group’s accident rate is calculated as the occurrence of accident during the calendar year divided by the
daily average construction site workers in the construction sites during the calendar year. The daily average
construction site workers include employees of our Group and its subcontractors.

A table showing our Group’s lost time injuries frequency rates (LTIFRs) are set out below:

2013 4.74

2014 2.68

2015 3.55

Note 1: LTIFR is a frequency rate that shows how many lost time injuries (LTIs) occurred over a specified time (e.g.
per 1,000,000 hours) worked in a period. The LTIFR is calculated as multiplying the number of lost time
injuries of our Group happened in the calendar year by 1,000,000 and then dividing by the number of hours
worked by the workers over that calendar year.

Note 2: Our Directors are of the view that our LTIFRs are low as compared to the general level in the foundation

industry in Hong Kong.
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INSURANCE

In general, pursuant to the contracts entered into between our customers and our Group and
confirmed by our Directors as a standard and common industry practice, the Main Contractors will be
responsible for employees’ compensation insurance and contractor’s all risks insurance for the
projects. The coverage of such insurance policies includes works performed by the Main Contractors
and its contractors (including us and our subcontractors). However, we are required to maintain basic
insurance for our employees who work at our office as required by relevant laws and regulations of
Hong Kong. It is therefore confirmed by our Directors that save for our vehicles and machinery and
the accidents occurred at our office which are covered by the insurance maintained by our Group,
projects undertaken by us and the relevant employees are respectively protected by the insurance

maintained by the Main Contractors in general, the terms of which depend on the relevant contracts.

Save for a few exceptional circumstances, we normally do not purchase separate insurance
policies in relation to each project but will rely on the insurance policies taken out and maintained by
the Main Contractors. The exceptional circumstances include (i) our Group is directly engaged by the
project employer in which case our Group will take out and maintain employees’ compensation
insurance and contractors’ all risks insurance; and (ii) our Group is specifically required in contracts
with our customers to purchase separate insurance policies. Taking into account the insurances taken
out by our Group, our Directors believe that we have obtained adequate insurance coverage for the

operation of our foundation business.

COMPETITION

Our Directors are of the view that the market of the Hong Kong foundation industry is
fragmented because (i) the revenue of the five largest players accounted for approximately 48.3% of
the total revenue of the whole foundation industry in 2014 and the fifth largest player only captured
around 6.3% market share; and (ii) the remaining approximately 51.7% of the total revenue of the
whole foundation industry was contributed by over 130 registered contractors under the Buildings
Department as the Specialist Contractors (Sub-register of Foundation Works Category) according to
the Ipsos Report. Several factors which affect the competitiveness of foundation contractors, include
(1) good relationships with customers, subcontractors and raw material suppliers; (ii) higher flexibility
on meeting requirements and timeline; and (iii) better reputation with proven track record and safety

record etc.

Our Directors consider that there are entry barriers of the foundation industry in Hong Kong
which hinder new players from entering into the industry. Such entry barriers include (i) unestablished
reputation; (ii) significant amount of initial capital required; and (iii) lacking practical experience,
details of which are described in the section headed “Industry overview — Competitive landscape of
the foundation industry in Hong Kong — Entry barriers of the foundation industry in Hong Kong” in

this prospectus.
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Our Directors believe that our competitive strengths will enable us to maintain our position as
one of the active market players in the foundation industry in Hong Kong. Our competitive strengths
include the following:

(i) we are an established foundation works contractor;

(i1) experienced management and professional project management teams;

(iii) flexibility and capability to provide foundation designs, contribute advices and make
appropriate adjustments;

(iv) our extensive network with our major suppliers and subcontractors; and

(v) stringent quality control and commitment to high health and safety standard and
environmental management.

Details of our Group’s competitive strengths are set out in the section headed “Business —
Competitive strengths” in this prospectus.

SUSTAINABILITY OF OUR BUSINESS

Although the Hong Kong foundation industry is highly fragmented and our Group had a market
share of around 1.8%, our Directors are of the view that our business is sustainable because (i) our
Group has proven track record as it achieved significant growth in both revenue and net profit during
the Track Record Period; (ii) as set out in the section headed “Industry overview — Opportunities of
the foundation industry in Hong Kong” in this prospectus, the up-coming infrastructure projects
invested by the Government and increasing population in Hong Kong would continue to provide
opportunities to the foundation industry in Hong Kong which would benefit our Group’s future
business development because foundation works are the lowest and supporting parts of most
construction works in Hong Kong and new investment in infrastructure projects and residential
properties would increase the demand of our major and potential customers for our foundation works
to complete their construction projects; (iii) it is estimated that the revenue of the foundation industry
in Hong Kong will grow at a CAGR of around 20.6% from 2015 to 2019 according to the Ipsos Report;
and (iv) our Group possesses the requisite licenses and registrations for handling foundation works in
both the public and private sectors and the technical skills and experience of handling foundation
works in private sector are also applicable for handling foundation works in public sector. Since our
Group has been working on various public projects with the Government department directly (i.e.
Customer A) for approximately seven years and have been active in other public and private projects
with Main Contractors and property developers, the up-coming infrastructure projects invested by the
Government and the increase in the supply of private and public residential units will likely provide
business opportunities to the entire foundation industry thus benefiting our Group directly and
indirectly through our customers alike. Although competition remains, our Directors expect that such
up-coming government investment will have an overall positive impact on our Group given that there
will be ample business opportunities for foundation contractors to participate in. Given the growth
opportunities and growth magnitude in the Hong Kong foundation industry and our competitive
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strengths as disclosed in the section headed “Business — Competitive strengths” in this prospectus
which are in line with the factors of competition stated in the section headed “Industry overview —
Competitive landscape of the foundation industry in Hong Kong” in this prospectus, our Directors

consider that our Group is able to maintain its position in the market.

Our six projects in progress and two projects which are yet to commence as at 31 December 2015
are scheduled to be completed during the period from January 2016 to April 2017 and the reason for
our Group submitting tenders less actively during the first half of the year ending 31 March 2016 is
that the commencement of Project 17 (please refer to the section headed “Business — Our foundation
projects” in this prospectus for further details of Project 17) in February 2015 has engaged a large
amount of our current capacity and resources due to its relatively large project size with a contract
value of approximately HK$302.5 million (which is the second largest project among the completed
projects during the Track Record Period and projects in progress of our Group in terms of contract
value) and tight schedule which our Group is required to complete the works within approximately 15
months. Given the limitation of resources and capacity, to ensure the sufficiency of capacity for the
four projects on hand and the quality of works, our Directors decided to fully commit to the projects
on hand and to actively submit for competitive tenders for new projects after October 2015 when a
higher percentage of completion has been achieved for Project 17. The result of tender will usually
be made known to our Group within approximately three to six months after submission. Our Directors
expect that new projects successfully tendered by our Group which will contribute revenue to our

Group for the year ending 31 March 2017.

Regarding our historical success rates of tenders, our Directors are of the view that our historical
success rates which may be relatively low in the industry were due to our tendering strategy. Instead
of ignoring tender invitations, our Directors decide to participate in tendering or replying tender
invitations anyway if the projects match with our scope of services in order to (i) maintain the
relationships with our existing customers and potential customers; (ii) retain our Group’s popularity
in the foundation industry; and (iii) impress the Main Contractors and property developers that we are
an active player in the market. As a result, our historical tender success rates do not imply that we have

difficulty in sustaining our business in future.
INTELLECTUAL PROPERTY RIGHTS

We have marketed our business in Hong Kong using . as our trademark, and we have
registered the trademark in Hong Kong effective on 9 January 2015. As at the Latest Practicable Date,

we were the registrant of the following domain: http://www.kh-holdings.com.

Detailed information of our intellectual property rights is set out in the section headed “A.
Further information about our Group — 8. Intellectual property rights of our Group” in Appendix IV

to this prospectus.
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EMPLOYEES

As at 31 December 2015, we had 91 full-time employees who were directly employed by our

Group in Hong Kong. A breakdown of our employees by function is set forth below:

As at 31 December 2015

Directors 3
Project and contract management 11
Engineering and technical staff 17
Surveyors 24
Foremen and safety supervisors 14
Machinery operation and management 5
Finance and accounting 4
Human resource and administration 13

Total 91

The relationship and cooperation between our management and employees have been good and
is expected to remain amicable in the future. There has not been any incidence of work stoppage
during the Track Record Period, which adversely affected our operations. We believe that our
employees are important assets to our Group. New employees are given the lists of job duties and are
required to undergo training to familiarise themselves with the rules and regulations and the
requirements of their job before they start work. They are also subject to a three-month probation
period. At the end of the probationary period, they will become full-time employees if their respective
supervisors are satisfied with their performance during the probationary period. The probationary
period may be extended if further review of staff’s performance is required before confirming the

appointment.

We also emphasise the continuing education and quality training of our staff and developing their
management and decision-making abilities to enhance their work performance. We provide on-the-job
training and safety training to our relevant employees to assist them in acquiring advanced knowledge
and skills in respect of occupational safety and quality control. We consider that our training
programme is not only used as a platform to constantly upgrade the skills of our employees, it is also
used to encourage greater cohesion within our Group, so as to increase overall efficiency and
employees loyalty to our Group, and also as a mean of retaining our quality employees.

We aim to review the performance of our employees at least once a year, the results of which are
used in determining annual bonus, salary adjustments and promotion appraisals. We conduct research
on remuneration packages offered for similar positions in the foundation industry in Hong Kong,

which we believe helps us remain competitive in the labour market.
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PROPERTIES

We do not own any property and we lease or sub-lease all of the premises occupied by us from
a company controlled by one of our Controlling Shareholders or from Independent Third Parties. As
at the Latest Practicable Date, we had three leased and sub-leased properties located in Hong Kong.
One of these properties is occupied by us as our office and two of them are occupied by us as
warehouses for storing and repairing our machinery and equipment. Our Group’s leased properties are
set out below:

Use of the
Address Landlord property Key terms of the tenancy
A portion (with 675.4 An Independent Third Office Monthly rental of
sq.m.) on the 10th Party (the property is HK$107,080 with tenancy
Floor, Liven House, sub-leased from a period up to 30 November
61-63 King Yip Street, company controlled by 2016
Kwun Tong, Kowloon, one of our Controlling
Hong Kong Shareholders)
Lot No. 3026RP, 3033RP  An Independent Third Storage of Monthly rental of
and 3035RP in DD. Party machinery and HK$14,000 with tenancy
129, Yuen Long, New equipment period up to April 2016
Territories, Hong Kong
(Note 1)
Lot No. 3018 and 3034 in An Independent Third Storage of Monthly rental of
DD. 129, Yuen Long, Party machinery and HKS$6,000 with tenancy
New Territories, Hong equipment period up to April 2016

Kong (Note 1)

Note 1:

Pursuant to the abovementioned two tenancy agreements relating to storage of machinery and equipment entered into by our
Group with the landlord (the “Landlord”), the Leased Properties have been leased to our Group for storing construction
machinery and materials. As advised by our legal advisers as to Hong Kong Law, in order for the Leased Properties (as defined
hereinafter) to be used as storage (in particular for storing construction machinery and materials), two approvals are required

from the Government, namely:

(i) the Block Government Lease of Demarcation District No. 129 states that the lots of which the lease properties in Yuen
Long (“Leased Properties”) are situated (the “Lots”) approval has to be obtained from the Government if the buildings

erected on the Lots are not used as agricultural or garden purposes; and

(ii)  according to the outline zoning plan (Approved Ha Tsuen Outline Zoning Plan No. S/YL-HT/10) (the “Plan”) provided
by the Town Planning Board, the Lots are situated at the Comprehensive Development Area which is intended primarily
for comprehensive development/ redevelopment of the area for residential use with the provision of commercial, open
space and other supporting facilities (if any). The notes issued by the Town Planning Board for the Plan provides that,
any land or building which was in existence immediately before the first publication in the Gazette of the notice of the
interim development permission area plan (i.e. 17 August 1990) conforms to the Plan and has continued to be in such

use, no approval is required from the Town Planning Board.

— 134 —



BUSINESS

In relation to the user of the Leased Properties as permitted under the said Block Government Lease, we are not aware if
application has been made to or consent or approval has been obtained from the Lands Department for a short-term waiver to
use the Lots or the Leased Properties as storage (in particular for storing construction machinery and materials). In the event
the Landlord did not apply to or obtained from the Lands Department for a short term waiver or relevant approval, it is not

permissible for the Leased Properties to be used as storage (in particular for storing construction machinery and materials).

In relation to the user of the Leased Properties as permitted under the Plan, as advised by our legal advisers as to Hong Kong
Law, if the Lease Properties have been used for storing construction machinery and materials on or before 17 August 1990,
permission from the Government is not required for the purpose of using the Leased Properties for storage of construction
machinery and materials. To our Directors’ best knowledge and belief, the Leased Properties have been used as storage purpose
before 17 August 1990.

In the event of failure to obtain any of the aforesaid approvals, the Building Authority or Town Planning Board has the right
to issue an order against the registered owner of the Leased Properties. If such order is registered at the Land Registry, it would
become an encumbrance to the title of the Leased Properties. However, our Group as a tenant, is not subject to any penalty.
The Landlord has a right to terminate the tenancy agreements under the general termination clause of the said tenancy
agreements whereupon our Group will have to vacate the premises immediately. However, our Group will have a legal right to
claim damages against the Landlord for our relocation costs arising from the early termination of the tenancy and vacation of
the Leased Properties. The tenancy agreements of the Leased Properties will expire in April 2016 and our Group has decided

to lease other premises for storage of machinery and materials in full compliance with all applicable laws and regulations.

Our Directors believe that in the unlikely event that our Group has to vacate the Leased Properties before the expiration of term
of the tenancies, it would not be difficult for our Group to obtain alternative premises for storage of machinery and materials
at a similar rent and is able to relocate within a short period of time. Our Directors estimate that the cost to be incurred in
connection with the relocation is immaterial and they are of the view that the relocation would not have material adverse impact

on our Group’s business or financial position.

INTERNAL CONTROL

Our internal control system covers our major business aspects such as revenue and receipt,
project cost management, human resources and payroll, fixed assets, treasury and cash management,
financial statements preparation and information technology. Our internal control measures mainly
include controls over segregation of duties, approvals and authorisations, accounting systems, assets,
budgets and performance evaluation of our suppliers and subcontractors, which are supervised by our
financial controller. Our financial controller and the management team including executive Directors
are responsible to identify risks and internal control deficiencies, evaluate our internal control system
from time to time and implementing additional control measures, if necessary, to improve our internal
control system. Further details of our risk management are set out in the section headed “Business —
Risk management” in this prospectus. Results of our internal assessments, internal surveys and routine
inspections would be reported to the audit committee in our Board, which is responsible to review our

financial information and supervise our financial reporting system and internal controls procedures.

In addition, it is the responsibility of our Board to ensure that we maintain a sound and effective
internal control and corporate governance system to safeguard our Shareholders’ interest and our
Group’s assets at all times. To this end, we have adopted a series of corporate governance measures
which are set out in the section headed “Business — Corporate governance measures” in this

prospectus.
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RISK MANAGEMENT

Our Directors confirm that during the ordinary course of our business, we are primarily exposed
to (i) control risks relating to our overall monitoring system; (ii) regulatory risks in relation to our
business; (iii) operational risk; (iv) credit risks relating to accounts receivable; and (v) market risks

relating to changes in macroeconomic environment.

The following sets out the key risks for our business and the mitigating internal control

procedures thereof:

Risk control

Our risk register has identified certain risks that require management, including inappropriate
and inconsistent practices, failure to detect unethical behaviours, wrong doings or potential frauds and
unauthorised access to confidential information. In order to control such risk, our Group has endorsed
staff handbook and Company policies which requires all Directors and employees of our Group to

observe.

Regulatory risk management

Upon Listing, our Group may be exposed to the risks of non-compliance with the Listing Rules.
We have assigned designated personnel to update the context of Company policies at least annually
and to distribute to all Directors and employees new amendments of the Listing Rules. We have
appointed Ample Capital Limited as Compliance Adviser to advise us on compliance issues. All
Directors and employees will be required to attend training to refresh their understanding of staff
handbook and Company policies at least annually. Our Group will also retain a legal advisor to advise

us on compliance matters with applicable Hong Kong laws and regulations.

Operational risk management

Our project managers are responsible for maintaining the operation and assessing the operational
risks of their respective projects. They are responsible for implementing our internal policies and
procedures. Our project managers visit the project sites from time to time and our project managers
will report irregularities in connection with the operation of the projects to the executive Directors for
directions. Our Group emphasises ethical value and prevention of fraud and bribery. We have
established a whistleblower program, which will allow and facilitate communication among

departments and business units to report any irregularities.
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Credit risk management

Our Group is exposed to credit risk which may cause financial loss to our Group if our
counterparties failed to discharge an obligation. In order to minimise the credit risk, the payment terms
of all contracts must be approved by our Directors. Besides, on a monthly basis, a payment report
summarising project income and expenses are reviewed by our Directors. Such process is included as
the remediation measures for addressing credit risks in our Group’s risk register. Before deciding
whether to submit a tender with quotation, our Group will consider factors such as creditworthiness
of the relevant customers and the contract terms.

In addition, our executive Directors also take into account the length of business relationship,
past reputation, financial strength and repayment history of each of our customers for monitor the
payments. Settlement is monitored by our project managers and our finance and accounting
department. For overdue balances, our executives Directors and project managers will be alerted and
appropriate follow up action will be taken. When the trade receivable balances remain unsettled after
the agreed credit terms, they will be classified as overdue. For the three years ended 31 March 2015
and the six months ended 30 September 2015, our Group did not make any provision for doubtful debts
relating to accounts receivable.

Market risk management

Our Group is exposed to general market risks related to changes in macroeconomic environment
and movements in market variables such as GDP, interest rates, property price in Hong Kong, and
other market changes. Our executive Directors are responsible for identifying and assessing potential
market risks and from time to time formulating policies to mitigate these market risks. Such risk has
been included in our Group’s risk register.

CORPORATE GOVERNANCE MEASURES

We recognise the value and importance of achieving high corporate governance standards to
enhance corporate performance, transparency and accountability, earning the confidence of
shareholders and the public. In order to comply with the requirements under the Listing Rules, in
particular, the code provisions contained in the corporate governance code as set out in Appendix 14
(the “Code”) of the Listing Rules, we have adopted the following measures as at the Latest Practicable
Date:

(i) we have established the audit committee, remuneration committee and nomination
committee with respective written terms of reference in accordance with the code
provisions contained in the Code. The section headed “Directors and senior management —
Board committees” in this prospectus set out further information;

(ii) our Board has adopted the terms of reference with regard to corporate governance and a
shareholders’ communication policy in accordance with the code provisions of the Code;

(iii) we will arrange appropriate insurance cover on our Directors’ liabilities in respect of legal
actions against our Directors arising out of corporate activities before the Listing;
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(iv) we have appointed four independent non-executive Directors representing more than one

half of the Board and at least one of them has accounting expertise;

(v) the chairman of our Board is Mr. Yu whereas the person who is responsible for overseeing
the daily operation of our Company is Mr. Yeung. The roles of the chairman and the daily

operation management will be separate and distinct;

(vi) our Directors will operate in accordance with the Articles which require the interested
Director not to vote (nor be counted in the quorum) on any resolution of our Board
approving any contract or arrangement or other proposal in which he/she or any of his/her

close associates is materially interested;

(vii) pursuant to the Code, our Directors, including our independent non-executive Directors,
will be able to seek independent professional advice from external parties in appropriate

circumstances at our cost;

(viii) our Company will adopt a comprehensive Company policies covering legal and regulatory

compliance with reference to the Code;

(ix) our Company will consider engaging an independent internal control consultant to perform

regular review on corporate governance to ensure on-going compliance after Listing; and

(x) our Directors will attend professional development seminar including but not limited to the

corporate governance to ensure on-going compliance after Listing.

Our Group is expected to comply with the Code which sets out the principles of good corporate
governance in relation to, among others, our Directors, chairman and daily operation management,
Board composition, the appointment, re-election and removal of Directors, their responsibilities and
remuneration and communications with our Shareholders. Our Board will review our Company’s
policies and practices on corporate governance from time to time. Our Group will state in our interim
and annual reports whether we have complied with the Code, and will provide details of, and reasons
for, any deviations from it in the corporate governance report which will be included in our annual

reports.

LITIGATION, ARBITRATION AND POTENTIAL CLAIMS

Set out below are the details of the litigation and claims which had been or is involved by us
during the Track Record Period and as at the Latest Practicable Date, in connection with employees’
compensation, personal injuries, and contractual claims as well as certain criminal charges arising out
of our ordinary and usual course of business, which were considered by our Directors to have no
material impact on us and have no effect on our ability to obtain the relevant qualifications, permits

or licences for our operations.
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I. Outstanding claims and litigations against our Group during the Track Record Period

and up to the Latest Practicable Date

Nature of the claims

An employee of a subcontractor
of K. H. Foundations suffered
from left thumb injury while
carrying his work in
dismantling of falsework at the
raft cell at the construction site.
The employee tried to release
the joint of the bracing, but
was unaware that it had been
released by another worker.
When he touched the bracing,
the bracing then fell and hit his
thumb.

The injured individual has filed
a complaint with the Labour
Department in relation to the K.
H. Foundations’ failure to
provide periodic payments to
the injured individual during
the period of temporary
incapacity.

Details of the potential common
law claim in relation to the
same injured individual are set
out in the section headed
“Business — Litigation,
arbitration and potential claims
— V. Pending or threatened
claims and litigations against
our Group as at the Latest
Practicable Date” in this

prospectus.

Note I:

Date of the
incident

14 March 2014

Plaintiff(s)/
Applicant(s)

The injured
individual

Defendant(s)/
Respondent(s)

No writ or court
application has
been served to us
as at the Latest
Practicable Date

Amount/ estimated quantum
of damages claimed

Compensation under section 10
of Employees’ Compensation
Ordinance (Cap 282 of the
Laws of Hong Kong)

(Note 1)

Status

Compensation to the injured
individual in the amount of
HK$236,096 has been paid

by the subcontractor.

There has been no further

progress at this stage.

As the claim will be handled by the lawyer appointed by the relevant insurer, our Group is not in a position to assess

the likely quantum of such outstanding claim. In any event, the insurance taken out for the project shall cover our

liabilities in respect of the incident.

Taking into account the nature of the claims and the coverage of insurance maintained by our

Group, our Directors are of the view that the claims and litigations as disclosed above do not have any

material financial and operational impact on our Group.
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II. Claims and litigations against our Group settled during the Track Record Period and up
to the Latest Practicable Date

Nature of the incident

The injured individual,
who was an employee
of a subcontractor of
K. H. Foundations,
suffered from left
fibular fracture and
resulted in left leg
weakness and left knee
laxity while assisting
the hooking of planks
of cement to the
hoisting appliance at
the construction site
(the “Accident”).

The injured individual
has (i) commenced
legal proceedings in the
District Court pursuant
to the Employees’
Compensation
Ordinance (Cap 282 of
the Laws of Hong
Kong) (the “First
Claim”) and (ii) filed a
personal injuries claim
(the “Second Claim”).

Date of the

incident

4 November
2013

Plaintiff(s)/
Applicant(s)/ Defendant(s)/

Claimant(s) Respondent(s)

(i) The 1st
respondent

The injured

individual
was an
independent
third party,
being a
subcontractor
of K. H.
Foundations.

K. H.
Foundations
as the 2nd
respondent,
being the
main

contractor.

The Ist
defendant

(ii)

was an
independent
third party,
being a
subcontractor
of K. H.
Foundations.

K.H.
Foundations
as the 2"
defendant,
being the
main

contractor.

Underlying causes/ Details

and severity of the

incidents/injuries

(i)

(ii)

Compensation under
section 9, 10, 10A of the
Employees’ Compensation
Ordinance, extension of
entitlement to periodic
payments for further
periods as pursuant to
section 10(5) of the
Employees’ Compensation
Ordinance, appeal against
the Certificate of
Assessment (Form 7)
dated 7 July 2014, plus
interest and costs claimed
for the First Claim

Damages, (together with
interests and costs) for
personal injuries, losses
and damages sustained in
the course of employment
with Ist defendant and
damages plus interest and
cost claimed for the
Second Claim
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Amount settled
(for civil
claims)/ fines
paid (for
criminal
litigation)

HK$698, 060

Insurance
coverage

Covered by
insurance
taken out by
K. H.
Foundations

Status

A consent order
has been given
by the court on
14 July 2015 for
K. H.
Foundations and
the independent
third party to
pay a sum of
HK$698, 060
inclusive of
interest to the
injured
individual in full
and final
settlement of the
injured
individual’s
claims against K.
H. Foundations
and the
independent third
party arising out
of the Accident.
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Date of the
Nature of the incident incident
Criminal charge — 7 February
(Case no. KTS 2013

13079/2013)

a charge due to
contravention of the
sections 9(1) and 9(7)
of the Waste Disposal
(Charges for Disposal
of Construction Waste)
Regulation in relation
to its late application
for billing account in
respect of the contract
awarded to K. H.
Foundations Limited on
10 September 2012

Criminal charge —
(Case no.
ESS5378/2015)

2014

a charge due to
contravention of
regulation 17B(1)
Water Pollution Control
(General) Regulations
made under Water
Pollution Control
Ordinance (Cap.358)

5 September

Plaintiff(s)/
Applicant(s)/ Defendant(s)/
Claimant(s) Respondent(s)

Underlying causes/ Details
and severity of the

i d

K. H.
Foundations

The Director of
Environmental
Protection of the
Environmental
Protection
Department of
HKSAR

K. H.
Foundations

The Director of
Environmental
Protection of the
Environmental
Protection
Department of
HKSAR

ts/injuries

Late application to the
Director of Environmental
Protection to establish a
billing account in respect of
the contract awarded to K. H.
Foundations within 21 days
after being awarded the said
contract on 10 September
2012.

The contravention was not
wilful and was due to the
unintentional and inadvertent
miscalculation of deadline for
the application of billing
account by K. H.
Foundation’s operations staff
when the commencement of
work for the project was
subject to the Buildings
Department’s approval.

K. H. Foundations
contravened the provision of
the license numbered WT
00017482-2013 granted on 28
October 2013 under the Water
Pollution Control Ordinance
(Cap 358), by making a
discharge of which the
suspended solids exceeded the
prescribed limit.

The contravention was due to
the malfunctioning of
electrical chemical sediment
tank caused by a sudden
electricity suspension at the
site, which the site
management was unable to
prevent the discharge of
suspended solid despite taking
immediate measures once they
were aware of the
malfunctioning.
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Amount settled
(for civil
claims)/ fines
paid (for
criminal

litigation)

HK $5,000

HK$35,000

Insurance

coverage

N/A

N/A

Status

Convicted; our
Group was fined
for HK$5,000

Our Group has
taken remedial
actions by filing
an application
for billing
account once it
received the
approval from
the Buildings
Department on 7
February 2013.
Clear
instructions have
also been given
by our Group to
our operations
staff for all the
relevant
applications that
are required for
the project.

Convicted; our
Group was fined
for HK$35,000



BUSINESS

Date of the
Nature of the incident incident
Personal injuries action 8 January
— (Action no. 2011
HCPI 121/2013)
Contractual claim — N/A

Contractual dispute in
relation to the arrears
of payment in two
subcontracts by K. H.
Foundations to its
subcontractor

I1I1.

Plaintiff(s)/

Applicant(s)/ Defendant(s)/
Claimant(s) Respondent(s)
The injured K. H.

individual Foundations

A private No writ or court
company, which  application has
is K. H. been served
Foundations’

subcontractor

up to the Latest Practicable Date

Underlying causes/ Details
and severity of the
incidents/injuries

The injured individual, who
was an employee of K. H.
Foundations, suffered from
left eye injury as a result of
being hit by a nail connected
to a thread when he pulled a
survey reference line (white
thread) on the ground while
carrying out his work.

It was alleged that K. H.
Foundations was in arrears of
payment in two subcontracts
to its subcontractor.

K. H. Foundations had
deducted an amount from the
subcontractor’s account which
are costs incurred by our
Group, as our Group
considered that the
aforementioned costs should
be borne by the subcontractor
pursuant to the subcontract.
The subcontractor
subsequently agreed on the
deduction after meetings have
been held with K. H.
Foundations for clarification
of the subcontractor’s
liabilities.

Amount awarded

Amount settled

(for civil

claims)/ fines

paid (for

criminal Insurance
litigation) coverage
HK$670,000 Covered by
inclusive of insurance

interest taken out by

K. H.
Foundations

HK$1,012,181.62 N/A

Status

Status

A consent order
has been given
by the court on
26 September
2013 for K. H.
Foundations to
pay a sum of
HK$670,000
inclusive of
interest to the
injured
individual in full
and final
settlement of the
personal injuries
claim.

K. H.
Foundations has
settled the claim
with the claimant
on 2 June 2015

Claims and litigations against other parties settled during the Track Record Period and

K. H. Foundations was

Plaintiff(s)/
Applicant(s)/
Date of Claimant(s)/ Defendant(s)/
Nature of incident incident Prosecution Respondent(s)
Contractual claim — (Action December 2013 K. H. Principally an

no. HCA No.17/2014)

Contractual dispute for contract
payment of reinforced concrete

foundation structural work

Costs in criminal case —
(Action no. DCMP211712012)

Foundations

Buildings

Department (as

prosecution)

individual trading
as an engineering
company as Ist
defendant,
independent third
parties as 2nd, 3rd
and 4th defendants

K. H. Foundations
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HK $798,656.70, and damages

and interest and costs (from Ist

defendant)

Damages, interest and costs
(from 2nd defendant)

HK$854,041.30

awarded by the court the
amount of HK$798,656.70
and damages, interest and
costs against the 1%
defendant, and damages,
interests and costs from the
2" defendant.

K. H. Foundations was
awarded by the court the
amount of HK$854,041.30
against the Buildings
Department.
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IV. Outstanding arbitration proceedings of our Group during the Track Record Period and
up to the Latest Practicable Date

During the Track Record Period and up to the Latest Practicable Date, our Group was engaged
in two arbitration proceedings with a subcontractor in Hong Kong in relation to the dispute on the
valuation of the work done by the subcontractor in the respective subcontracts because the amount of
work done claimed by the subcontractor is in excess of the amount of work done agreed by both parties
from the view of our Directors. Owing to the Arbitration Ordinance (Cap 609 of the Laws of Hong
Kong) and the relevant arbitral rules, all information about the arbitrations must remain confidential.

Taking into account the respective amount contested in these two arbitration proceedings and the
nature of the arbitration proceedings, our Directors are of the view that these two arbitration
proceedings do not have any material financial and operational impact on our Group. On the other
hand, pursuant to the Deed of Indemnity, our Controlling Shareholders have irrevocably and
unconditionally, jointly and severally, agreed to indemnify our Group against, among others, all loss
and damages arising from these arbitration proceedings that commenced before the Listing Date.

Our Directors have assessed the maximum liability on these arbitration proceedings that will
affect the profit or loss during the Track Record Period would be approximately HK$7.7 million.

V. Pending or threatened claims and litigations against our Group as at the Latest
Practicable Date

Date of the

No. Nature of the incident incident Relationship Status

1. The injured individual employed by K. H. 1 December Employee of No claims with particulars have been filed with
Foundations’ subcontractor suffered from right 2013 subcontractor the court (Note 1)
shoulder, neck and right wrist injuries as a
result of an accident occurred during his course
of employment in our warehouse outside the
construction site.

2. The injured individual employed by K. H. 23 June 2013 Employee of There has been no further progress after a letter
Foundations’ subcontractor suffered from right subcontractor has been received from the injured individual’s
knee and back injuries as he slipped and fell legal representative dated 8 October 2014
outside the construction site. (Note 2)

3. An employee of a subcontractor of K. H. 14 March 2014 Employee of No claims with particulars have been filed with
Foundations suffered from left thumb injury subcontractor the court
while carrying his work in dismantling of
falsework at the raft cell at the construction Please refer to the section headed “Business —
site. The employee tried to release the joint of Litigation, Arbitration and Potential Claims —
the bracing, but was unaware that it had been Outstanding claims and litigations against our
released by another worker. When he touched Group during the Track Record Period and up
the bracing, the bracing then fell and hit his to the Latest Practicable Date” in this
thumb. prospectus (Note 3)

4. An employee of a subcontractor of K. H. 1 December Employee of A form 2 notice has been filed by K. H.
Foundations suffered from leg injury as a result 2015 subcontractor Foundations pursuant to section 15 of the
of an accident occurred while carrying his work Employees’ Compensation Ordinance (Cap 282
at the bar bending site. of the Laws of Hong Kong).

No claims with particulars have been filed with
the court. (Note 4)
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Date of the
No. Nature of the incident incident Relationship Status
5. An employee of a subcontractor of K. H. 3 August 2015 Employee of A form 2 notice has been filed by K. H.
Foundations suffered from right hand fingers subcontractor Foundations pursuant to section 15 of the
injury as a result of an accident occurred while Employees’ Compensation Ordinance (Cap 282
bending the bars at the construction site. of the Laws of Hong Kong).

No claims with particulars have been filed with
the court. (Note 5)

Note I: As at the Latest Practicable Date, our Group was not aware of any claims with particulars filed by such injured
individual. Nonetheless, the insurance taken out for the project shall cover our Group’s liability, if any, in relation
to this incident. In the event that the injured individual takes out any claim against us, the claim will be handled by
the lawyer appointed by the insurer and thus our Group is not in a position to assess the likely quantum.

Note 2: As the claim has been handled by the subcontractor, our Group is not in a position to assess the likely quantum.
Nonetheless, the insurance taken out for the project shall cover our Group’s liability, if any, in relation to this incident.

Note 3: As at the Latest Practicable Date, our Group was not aware of any claims with particulars filed by such injured
individual. Nonetheless, the insurance taken out for the project shall cover our Group’s liability, if any, in relation
to this incident. In the event that the injured individual takes out any claim against us, the claim will be handled by
the lawyer appointed by the insurer and thus our Group is not in a position to assess the likely quantum.

Note 4: As at the Latest Practicable Date, our Group was not aware of any claims with any particulars filed by such injured
individual. Nonetheless, the insurance taken out for the project shall cover our Group’s liability, if any, in relation
to this incident. In the event that the injured individual takes out any claim against us, the claim will be handled by
the lawyer appointed by the insurer and thus our Group is not in a position to assess the likely quantum.

Note 5: As at the Latest Practicable Date, our Group was not aware of any claims with any particulars filed by such injured
individual. Nonetheless, the insurance taken out for the project shall cover our Group’s liability, if any, in relation

to this incident. In the event that the injured individual takes out any claim against us, the claim will be handled by

the lawyer appointed by the insurer and thus our Group is not in a position to assess the likely quantum.

As confirmed by our Directors, as at the Latest Practicable Date, there were a total of five
potential personal injuries claims under common law involving injuries of the employees of our
subcontractors, which have occurred during the three years from the date of the relevant accidents to
the Latest Practicable Date.

As at the Latest Practicable Date, we had no further information as to whether the injured
individuals has settled the claim with our subcontractor or the insurer under the Employees’
Compensation Ordinance. Notwithstanding that the injured individuals may have settled their claims
under the Employees’ Compensation Ordinance, the five injured individuals may still initiate a claim
against us for damages arising from the personal injuries within three years from the date of the
relevant accidents under common law in Hong Kong. It is noted that as at the Latest Practicable Date,
the said three years limitation period for the five injured individuals for damages in this respect had
not yet expired. As such, it is still possible for the injured individual to institute claims against us
under common law. As confirmed by our Directors, as at the Latest Practicable Date, we were not
aware of any court actions taken against our Group under the common law in relation to the injuries
sustained by these five individuals.
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As at the Latest Practicable Date, we were not aware of any claims with particulars filed by such
injured individuals against our Group. Even if there is any claim against us, the claim will be handled
by the lawyer appointed by the relevant insurer and thus our Group is not in a position to assess the
likely quantum of such potential claims. In any event, our Group has insurance coverage for liabilities
in respect of any claim for personal injuries suffered by our employees or our subcontractors’
employees. Details for our Group’s insurance policy is set out in the section headed “Business —
Insurance” in this prospectus. Given that the potential personal injuries claims against our Group are
covered by insurance, our Directors are of the view that the potential claims as disclosed above have

no material adverse impact on the operation or financial position of our Group.

Save as disclosed above, no member of our Group was engaged in any claim, litigation or
arbitration of material importance and no claim, litigation or arbitration of material importance is

known to our Directors to be pending or threatened against any member of our Group.
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You should read this section in conjunction with our Group’s audited combined financial
information, including the notes thereto, as set out in the Accountants’ Report included in Appendix
I to this prospectus (“the Combined Financial Information”). Our Group’s Combined Financial
Information has been prepared in accordance with HKFRSs. You should read the entire
Accountants’ Report and not merely rely on the information contained in this section.

The following discussion and analysis contains certain forward-looking statements that
reflect the current views with respect to future events and financial performance. These statements
are based on assumptions and analyses made by our Group in light of our Group’s experience and
perception of historical trends, current conditions and expected future developments, as well as
other factors our Group believes are appropriate under the circumstances. However, whether actual
outcomes and developments will meet our Group’s expectations and projections depend on a
number of risks and uncertainties over which our Group does not have control. For further
information, please refer to the section headed “Risk Factors” in this prospectus.

Please also refer to the section headed “Business — QOur foundation projects” in this

prospectus for details of our projects mentioned in this section.

OVERVIEW

We are principally engaged in the provision of foundation services in Hong Kong. We had six
projects in progress and two projects which are yet to commence with a total estimated remaining
contract value as at 31 December 2015 of approximately HK$236.0 million. Our projects in progress
as at 31 December 2015 and projects which are yet to commence are expected to be completed during
the period from January 2016 to April 2017. Further details of our projects are set out in the section
headed “Business — Our foundation projects” in this prospectus. According to the Ipsos Report, the
revenue of our Group for the year ended 31 March 2015 represented around 1.8% of the total revenue
generated from the whole foundation industry in Hong Kong in 2014. Our business is generally
undertaken by our key operating subsidiary, namely K. H. Foundations, as a foundation contractor in
Hong Kong.

The foundation works undertaken by us mainly include ELS works, pile cap construction,
socketed H-piling, driven H-piling, large diameter bored piling and mini piling. We undertake
foundation projects in both the public sector, including building and infrastructure related projects,
and the private sector, which are mostly building related projects. Income from foundation works

represented all of our revenues, which were derived in Hong Kong, for the Track Record Period.

According to the Ipsos Report, it is estimated that the revenue of the foundation industry in Hong
Kong will grow from approximately HK$24.5 billion in 2015 to approximately HK$51.8 billion in
2019, at a CAGR of around 20.6%. In view of the growth drivers of the foundation industry in Hong
Kong, including (i) the up-coming infrastructure projects invested by the Government; and (ii) the
increasing population in Hong Kong, our Directors expect there will be more opportunities for our
business in both the public and private sectors. Our revenue for the three years ended 31 March 2015
and the six months ended 30 September 2015 was approximately HK$174.7 million, HK$233.6
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million, HK$357.3 million and HK$294.9 million respectively. For the three years ended 31 March
2015 and the six months ended 30 September 2015, our five largest customers accounted for
approximately 93.3%, 82.4%, 86.5% and 99.0% of our revenue respectively; and our largest customer
accounted for approximately 34.0%, 23.2%, 53.7% and 60.1% of our revenue respectively.

SUMMARY OF HISTORICAL COMBINED FINANCIAL INFORMATION

The selected financial information from our combined statements of profit or loss and other
comprehensive income during the Track Record Period set forth below is extracted from and should

be read in conjunction with the Accountants’ Report included in Appendix I to this prospectus.

Combined statements of profit or loss and other comprehensive income

For the six months
For the year ended 31 March ended 30 September

2013 2014 2015 2014 2015
HK$’000 HK$'000 HK$'000 HK$'000 HKS$ 000
(unaudited)
Revenue 174,673 233,608 357,313 171,454 294,886
Cost of sales (152,587) (187,814) (286,977) (140,353) (232,756)
Gross profit 22,086 45,794 70,336 31,101 62,130
Other income 1,904 2,043 749 450 746
Administrative expenses (9,223) (10,668) (14,024) (5,398) (10,675)
Other operating expenses (353) (125) — — —
Profit from operations 14,414 37,044 57,061 26,153 52,201
Finance costs (339) (526) (778) (321) (439)
Profit before tax 14,075 36,518 56,283 25,832 51,762
Income tax expense (2,471) (6,329) (9,702) (4,523) (9,667)
Profit and total comprehensive income
for the year/period attributable to
owners of the Company 11,604 30,189 46,581 21,309 42,095
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BASIS OF PRESENTATION

Our Company was incorporated as an exempted company with limited liability in the Cayman
Islands under the laws of the Cayman Islands on 23 July 2015. Through a corporate reorganisation as
further explained in the section headed “History and corporate structure — Our Group structure” to
this prospectus (the “Reorganisation”), our Company became the holding company of the subsidiaries
now comprising our Group on 25 January 2016. The combined statements of profit or loss and other
comprehensive income, combined statements of changes in equity and combined statements of cash
flows are prepared as if the current group structure had been in existence throughout the Track Record
Period. The combined statements of financial position as at 31 March 2013, 2014 and 2015 and 30
September 2015, present the assets and liabilities of the companies now comprising our Group, as if
the current group structure had been in existence at those dates. The combined financial statements,
which are presented in Hong Kong dollars, have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA™), the disclosure requirements of the Listing Rules and the Hong Kong
Companies Ordinances. HKFRSs comprise Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations.

KEY FACTORS AFFECTING THE RESULTS OF OPERATIONS AND FINANCIAL
CONDITION

Our financial condition and results of operations have been, and will continue to be, affected by
a number of factors, including those set out below and in the section headed “Risk Factors” in this
prospectus.

Market demand

Our results of operations are directly affected by our revenue which depends on the market
demand for our foundation services. Market demand is in turn significantly affected by factors
including the Government’s investment in housing and infrastructure projects, general demand for
properties in Hong Kong, supply of land and the economic environment in Hong Kong. During the
Track Record Period, our revenue was significantly influenced by the size and number of foundation
projects undertaken by us.

In addition, foundation projects are one-off projects which are not recurrent in nature. There is
no guarantee that our customers will provide us with new contracts or that we will secure new
customers.

Pricing of our foundation services and variation orders

The foundation projects undertaken by us are normally awarded by way of restricted tender and
open tender from our customers who are mainly the Main Contractors and project employers including
the relevant Government departments in the public sector or property developers/owners in the private
sector in Hong Kong. We determine our price taking into consideration of various factors, including
but not limited to the scale, complexity and specifications of the projects, our capacity, the estimated
project cost (which mainly includes the direct labour cost and material costs), historical fees we
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received for similar projects, the current fee level in the market and competitive conditions at the
contract negotiation stage. While it is our objective to charge a reasonable price to maximise our
Shareholders’ value, offering a less competitive price than our competitors may render our quotation
unsuccessful. Offering a price below the actual cost may on the other hand erode or eliminate our gross
profit and affect our financial results. Failure to balance the various factors in determining price will
adversely affect our financial performance and results of operation.

In addition, we may be given variation orders where our customers amend the specification and
scope of works from that originally contracted. A variation order may increase, omit or vary the
original scope of work and adjust the original contract sum. We estimate the costs of each variation
order and may negotiate with the customers for the charge of additional costs incurred. Variation
orders may affect our profit margin as prices for additional purchases or subcontracting services have
to be negotiated with our suppliers and subcontractors, and we may not be able to maintain the same
gross profit margin for a variation order as that for the original contract as a result of higher material

costs or subcontracting charges.

Unexpected fluctuation in contract costs

The foundation projects undertaken by us are normally awarded by way of restricted tender and
open tender from our customers. We need to estimate the work time and costs in order to determine
the quotation price. The main components of our estimated project costs are material costs and
subcontracting charges. We purchase materials from our suppliers, such as concrete and metal
materials which are in turn dependent on the prices of the underlying commodities such as cement and
steel reinforcements. In addition, we also engage subcontractors to carry out the site works delegated
by us. The costs of sales may deviate from our estimation. There may be fluctuations in the contract
costs during the actual implementation of the project. In the event that the contract costs increase
unexpectedly to the extent that our Group has to incur substantial extra costs without sufficient
compensations, the financial performance and profitability of our Group will be adversely affected.

The following sensitivity analyses illustrate the impact of hypothetical fluctuations in
subcontracting charges, staff costs and materials costs on our profit before tax during the Track Record
Period, assuming all other variables remained constant. According to the Ipsos Report, costs of direct
labour and construction materials recorded a CAGR during the period between 2010 and 2014 ranging
from approximately -4.5% to 10.7%. For prudence sake, our Group adopted a hypothetical fluctuation
of 5% and 10% in performing the sensitivity analysis below:

Hypothetical fluctuations of our subcontracting charges +/-5% +/-10%
HK$’000 HK$°000

Decrease/increase in profit before tax

Financial year ended 31 March 2013 -/+4,098 -/+8,196
Financial year ended 31 March 2014 -/+5,077 -/+10,155
Financial year ended 31 March 2015 -/+7,025 -/+14,049
Six months ended 30 September 2015 -/+4,805 -/1+9,610
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Hypothetical fluctuations of our staff costs included in cost of sales +/-5% +/-10%
HK$’000 HK$’000

Decrease/increase in profit before tax

Financial year ended 31 March 2013 -/+716 -/+1,433
Financial year ended 31 March 2014 -/+956 -/+1,913
Financial year ended 31 March 2015 -/+1,026 -/+2,051
Six months ended 30 September 2015 -1+757 -/1+1,514
Hypothetical fluctuations of our construction material costs +/-5% +/-10%

HK$’000 HK$°000

Decrease/increase in profit before tax

Financial year ended 31 March 2013 -/+1,232 -/+2,463
Financial year ended 31 March 2014 -/+1,954 -/+3,907
Financial year ended 31 March 2015 -/+4,399 -/+8,799
Six months ended 30 September 2015 -/+4,578 -/+9,156

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Group has identified certain accounting policies that are significant to the preparation of the
Combined Financial Information in accordance with HKFRSs. These significant accounting policies
which we believe are important for an understanding of the financial condition and results of operation
of our Group. For more details regarding other accounting policies, please refer to the Accountants’
Report in Appendix I to this prospectus. Some of the accounting policies involve subjective
assumptions and estimates, as well as complex judgment related to accounting items such as assets,
liabilities, income and expenses. We base our estimates on historical experience and other assumptions
which our management believes to be reasonable under the circumstances. Results may differ under
different assumptions and conditions. Our management has identified below accounting policies and
estimates that are most critical to the preparation of our Combined Financial Information.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and is
recognised when it is probable that the economic benefits will flow to our Group and the amount of
revenue can be measured reliably.

Construction contract income

Contract revenue comprises the agreed contract amount and appropriate amounts from variation
orders, claims and incentive payments. Variations in contract work, claims and incentive payments are
included in contract revenue to the extent that they have been agreed with our customer and are
capable of being reliably measured. If the variations have not agreed with the customer, variations will
be recognised only to the extent of contract cost incurred that it is probable will be recoverable.
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Contract costs incurred comprise direct materials, the costs of subcontracting, direct labour and
an appropriate proportion of variable and fixed construction overheads.

Our Group uses the “percentage-of-completion method” to determine the appropriate amount of
revenue to recognise in a given period. When the outcome of a construction contract can be estimated
reliably and it is probable that the contract will be profitable, revenue from a fixed price contract is
recognised on the percentage of completion method, measured by reference to the proportion of costs
incurred to date to the estimated total costs of the relevant contracts. Revenue from a cost plus
construction contract is recognised on the percentage of completion method, by reference to the
recoverable costs incurred during the period plus the related fee earned, measured by the proportion
of costs incurred to date to the estimated total costs of the relevant contract.

When the outcome of a construction contract cannot be estimated reliably, revenue is recognised
only to the extent of contract costs incurred that are probable to be recoverable. When it is probable
that total contract costs will exceed total contract revenue, the expected loss is recognised as an
expense immediately.

Construction contracts in progress at the end of the reporting period are recorded at the amount
of costs incurred plus recognised profits less recognised losses and progress billings, and are
presented in the combined statements of financial position as “Gross amounts due from customers for
contract work”. When progress billings exceed costs incurred plus recognised profits less recognised
losses, the surplus is recorded in the combined statements of financial position as “Gross amounts due
to customers for contract work”. Progress billings not yet paid by our customers are included in the
statements of financial position under “Trade and retention receivables”. Amounts received before the
related work is performed are included in the combined statements of financial position under
“Accruals and other payables”.

Revenue and profit recognition of construction contracts

Revenue recognition on a construction contract is dependent on our management’s estimation of
the total outcome of the construction contracts, as well as the work done to date. Our Group reviews
and revises the estimates of contract revenue, contract costs, variation orders and provision for claims,
prepared for each construction contract as the contract progresses. Budgeted construction costs are
prepared by our management on the basis of quotations provided by our contractors, suppliers or
vendors involved and the experience of our management. In order to keep the budgets accurate and
up-to-date, our management conducts periodic reviews of our budgets by comparing the budgeted
amounts to the actual amounts incurred. When the final cost incurred by our Group is different from
the amounts that were initially budgeted, such differences will impact revenue and the profit or loss
recognised on the contracts. The provision for claims is determined on the basis of the delay in the
number of workdays of the completion of the construction works which is highly subjective and is
subject to negotiation with our customers. Our management conducts periodic review of the provision
amount.

Significant judgment is required in estimating the contract revenue, contract costs, variation

works and provision for claims which have an impact on the percentage of completion of contracts and
profit or loss recognised.
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Accounting for variation orders of construction contracts

Our Group makes claims for additional work performed, which may arise either under specific
circumstances provided for under the contracts, or due to variation made to the contract specifications
by our customers. Where the amounts of such claims have not been formally agreed at the end of the
reporting period, the amount recoverable as estimated by our management is included in the contract

value in determining the estimated recoverable amount.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent accumulated depreciation and
subsequent impairment losses. Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured reliably. All
other repairs and maintenance are recognised in profit or loss during the period in which they are

incurred.

Depreciation of property, plant and equipment is calculated at rates sufficient to write off their
cost less their residual values over the estimated useful lives on a straight-line basis. The principal

annual rates are as follows:

Leasehold improvements Shorter of 20% or over the lease terms
Furniture and equipment 20%

Plant and machinery 7% to 20%

Motor vehicles 30%

The residual values, useful lives and depreciation method are reviewed and adjusted, if
appropriate, at the end of each reporting period. The gain or loss on disposal of property, plant and
equipment is the difference between the net sales proceeds and the carrying amount of the relevant

asset, and is recognised in profit or loss.

Our Group determines the estimated useful lives, residual values and related depreciation
charges for our Group’s property, plant and equipment. This estimate is based on the historical
experience of the actual useful lives and residual values of property, plant and equipment of similar
nature and functions. Our Group will revise the depreciation charge where useful lives and residual
values are different to those previously estimated, or it will write-off or write-down technically

obsolete or non-strategic assets that have been abandoned or sold.

Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method, less allowance for

impairment. An allowance for impairment of trade and other receivables is established when there is
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objective evidence that our Group will not be able to collect all amounts due according to the original
terms of receivables. The amount of the allowance is the difference between the receivables’ carrying
amount and the present value of estimated future cash flows, discounted at the effective interest rate
computed at initial recognition. The amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods and recognised in profit or loss when an
increase in the receivables’ recoverable amount can be related objectively to an event occurring after
the impairment was recognised, subject to the restriction that the carrying amount of the receivables
at the date the impairment is reversed shall not exceed what the amortised cost would have been had
the impairment not been recognised.

Our Group makes impairment loss for bad and doubtful debts based on assessments of the
recoverability of the trade and other receivables and amounts due from customers for contract work,
including the current creditworthiness and the past collection history of each debtor. Impairments arise
where events or changes in circumstances indicate that the balances may not be collectible. The
identification of bad and doubtful debts requires the use of judgement and estimates. Where the actual
result is different from the original estimate, such difference will impact the carrying value of the
trade and other receivables and doubtful debt expenses in the year/period in which such estimate has
been changed.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity
instrument under HKFRSs. An equity instrument is any contract that evidences a residual interest in
the assets of our Group after deducting all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred, and
subsequently measured at amortised cost using the effective interest method. Borrowings are classified
as current liabilities unless our Group has an unconditional right to defer settlement of the liability
for at least twelve months after the reporting period.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially at their fair values and are
subsequently measured at the higher of:

(i) the amount of the obligations under the contracts, as determined in accordance with HKAS
37 “Provisions, Contingent Liabilities and Contingent Assets”; and

(i1) the amount initially recognised less cumulative amortisation recognised in profit or loss on
a straight-line basis over the terms of the guarantee contracts.
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The determination of the financial guarantee liabilities involves our management’s estimation.
Our Group assesses the probability and magnitude of the outflow of resources embodying economic
benefits will be required to settle the obligations and if the expectation differs from the original

estimate, such a difference will impact the carrying amount of the financial guarantee liabilities.

Trade and other payables

Trade and other payables are recognised initially at their fair value and subsequently measured
at amortised cost using the effective interest method unless the effect of discounting would be

immaterial, in which case they are stated at cost.

Equity instruments

Equity instruments issued by our Company are recorded at the proceeds received, net of direct

issue costs.

PRINCIPAL COMPONENTS OF RESULTS OF OPERATIONS

Revenue

Revenue represents contract revenue recognised for the provision of foundation services to our
customers in Hong Kong, amounted to approximately HK$174.7 million, HK$233.6 million,
HK$357.3 million and HK$294.9 million for the three years ended 31 March 2015 and the six months
ended 30 September 2015 respectively. Our revenue is recognised based on the stage of completion
of our contracts. The stage of completion of a contract is established by reference to the percentage
of contract costs incurred to date to the estimated total contract costs for the contract. The following

table sets forth a breakdown of our revenue by sector during the Track Record Period:

Year ended 31 March Six months ended 30 September
2013 2014 2015 2014 2015
HK$'000 % HK$’000 % HK$'000 % HK$'000 % HK$’'000 %

(unaudited)

Revenue
— Private sector 83,152 47.6 152,156 65.1 332,511 93.1 154,623 90.2 290,000 98.3
— Public sector 91,521 52.4 81,452 34.9 24,802 6.9 16,831 9.8 4,886 1.7

174,673 233,608 357,313 171,454 294,886
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The following table sets forth the list of projects carried out by our Group during the Track

Record Period:

Total revenue

recognised
during the Status as at
Six months ended Track Record 31 December
Project Year ended 31 March 30 September Period 2015

2013 2014 2015 2014 2015
HKS$’000 HKS$’000 HK$°000 HKS$’000 HK$°000 HKS$’000
(unaudited)

Project 1 5,078 105 — — — 5,183 Completed
Project 2 697 16,734 429 429 — 17,860 Completed
Project 3 31,072 54,224 17,130 16,401 — 102,426 Completed
Project 4 19,193 — — — — 19,193 Completed
Project 5 59,448 198 — — — 59,646 Completed
Project 6 44,907 33,464 27,439 26,502 247 106,057 Completed
Project 7 8,298 13,763 42 16 — 22,103 Completed
Project 8 4,586 46,094 5,320 1,128 — 56,000 Completed
Project 9 314 2,894 41 — — 3,249 Completed
Project 10 — 7,390 — — — 7,390 Completed
Project 11 —_ 26,371 18,511 14,466 —_ 44,882 Completed
Project 12 — — 20,226 — 2,764 22,990 Completed
Project 13 — — — — 5,005 5,005 Completed
Project 14 — 32,371 191,896 112,454 77,965 302,232 In progress
Project 15 — — 7,201 — 4,886 12,087 In progress
Project 16 — — 38,817 — 26,803 65,620 In progress
Project 17 — — 30,215 — 177,216 207,431 In progress
Others 1,080 — 46 58 — 1,126 Completed

Total 174,673 233,608 357,313 171,454 294,886 1,060,480
Further details of the aforesaid projects are set out in the section headed “Business — Our

foundation projects” in this prospectus.

According to our Group’s accounting policy, revenue recognition of a project is based on the

percentage of project completion by reference to the ratio of construction cost incurred for the

foundation works handled to date of a project to the estimated total cost of the same project. Estimated

construction costs are calculated based on estimates from the management by reference to the

quotations provided by the subcontractors and suppliers involved in the project. In practice, our

subcontractors should apply for payment by the 30th or by the designated date each month and our

suppliers would normally issue payment invoices to us upon the delivery of materials. Our Group

determines the cost incurred based on the payment applications/invoices received from our

subcontractors and suppliers during the reporting period and calculates the percentage of completion

by dividing the construction cost incurred by the estimated construction costs.
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In the event that the cut-off dates relating to the payment applications/invoices from our
subcontractors or suppliers do not fall on the relevant financial period-end, the following procedures

will be performed:

(i) if the amounts of actual work done/materials mentioned in the payment applications or
invoices were completed or used in the relevant financial period, such amounts would be

included in the actual construction cost incurred in that financial period; or

(ii) if the amounts of actual work done/materials mentioned in the payment applications or
invoices were partially completed or used in the relevant financial period, the amounts to
be included in the actual construction cost in that financial period would be calculated on

a pro-rata basis; or

(iii) if the amounts of actual work done/materials mentioned in the payment applications or
invoices were not completed or used in the relevant financial period, such amounts would

not be included in the actual construction cost incurred in that financial period.

Variation orders are instructions given by the customer for a change in the scope of the work to
be performed under the contract. Variation orders may lead to an increase or a decrease in contract
revenue. Variation orders are included in our Group’s contract revenue when (i) it is probable that our
customer will approve the variation orders and the amount of revenue arising from the variation
orders; and (ii) the amount of revenue can be reliably measured. When the outcome of a construction
contract cannot be estimated reliably or the value of variation orders is pending to be agreed with
customers, revenue shall be recognised by our Group to the extent of costs incurred that is probably
recoverable and the same amount of costs shall be recognised as an expense in the period which they

are incurred.

As variation orders are instructions given by customer for a change in the scope of the work to
be performed under the contract, our Directors consider that material disagreement with our customers
in relation to variation orders is uncommon. In the event that disagreement occurs, the gross amounts
due from customers for contract work in respect of the revenue recognised for the variation order will
be written off.
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Our revenue attributable to variation orders for the Track Record Period calculated on pro-rata
basis by reference to the value (or estimated recoverable amount) of variation orders to the revised

contract value of projects are set out below:

For the six
months ended

Year ended 31 March 30 September
2013 2014 2015 2015
HKS$’000 HK$’000 HK$’000 HK$’000
Variation orders which have been
formally agreed with customers up
to 31 December 2015 21,434 15,918 20,937 4,366
Variation orders with amounts
pending to be agreed with
customers up to 31 December 2015 — 2,132 7,656 12,721
21,434 18,050 28,593 17,087

The variation orders with amounts pending to be agreed with customers of approximately
HK$2.1 million and HK$7.7 million for the years ended 31 March 2014 and 2015 respectively are
mainly related to two projects, while the amount of approximately HK$12.7 million for the six months
ended 30 September 2015 is mainly related to another two projects. As at the Latest Practicable Date,
the respective customers are still in the process of approving the values of the variation orders and
preparing their final accounts for the projects because such process would sometimes take around 12
to 24 months to complete after the project completion according to the Directors’ experience since it
requires the customers’ management and professional parties, such as architects and engineers,

engaged by the customers for the projects to carry out detailed assessments and calculations.
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Cost of sales

The following table sets forth a breakdown of our cost of sales during the Track Record Period:

Six months

Year ended 31 March ended 30 September
2013 2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Construction material costs 24,630 39,070 87,985 31,708 91,562
Concrete 2,380 6,952 10,819 8,967 11,541
Metal materials 22,250 32,118 77,166 22,741 80,021
Subcontracting charges 81,964 101,546 140,492 79,391 96,095
Staff costs 14,329 19,127 20,511 9,639 15,135
Machinery rental cost 5,756 3,691 3,644 1,389 3,536
Insurance 3,059 3,562 1,847 1,124 3,402
Testing fees 3,166 1,924 3,913 2,224 1,163
Parts and consumables 3,798 3,553 6,051 3,374 6,148
Depreciation 1,348 1,617 3,205 1,290 2,103
Transportation expenses 2,443 3,330 4,088 2,158 2,652
Others 12,094 10,394 15,241 8,056 10,960
Cost of sales 152,587 187,814 286,977 140,353 232,756

Cost of sales primarily consists of (i) construction materials costs; (ii) subcontracting charges;
(iii) staff costs; (iv) machinery rental cost; (v) insurance; (vi) testing fees; (vii) parts and
consumables; (viii) depreciation; (ix) transportation expenses; and (x) others. Construction materials
costs mainly represent direct costs for the purchase of concrete and metal materials such as steel piles
and deformed bars that are directly attributed to foundation works. Subcontracting charges represent
direct costs paid to our Group’s subcontractors to handle the site works assigned by us. Staff costs
represent compensation and benefits provided to our staff involved in our foundation projects.
Machinery rental cost represents the cost incurred for hiring machineries in the event that (a) our
machineries do not perfectly match with the site conditions for a particular project; or (b) additional
machineries are needed for handling our foundation projects. Insurance represents employees’
compensation insurance and contractor’s all risks insurance for our foundation projects. Generally, the
Main Contractors are responsible for the aforesaid insurance and we rely on insurance policies taken
out and maintained by them. We also purchase the aforesaid insurance under exceptional
circumstances: (i) our Group is directly engaged by the project employer in which case our Group will
take out and maintain employees’ compensation insurance and contractors’ all risks insurance; and (ii)
our Group is specifically required in contracts with our customers to purchase separate insurance
policies. Testing fees represent the expense paid to external consultants and laboratories to perform
quality testing for the piling works handled by our subcontractors. Parts and consumables mainly
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include tools and spare parts which are depleted or worn out during our foundation works.
Depreciation expenses represent the depreciation costs for our machineries which are provided to our
subcontractors for handling the site works delegated by us. Transportation expenses are the fees paid
for transporting our machineries and construction materials to construction sites. Specialised
transportation companies are engaged to transport our Group’s machineries between construction sites
and our warehouses as heavy-duty vehicles are required. Others mainly include consultancy fee paid
to external consultants for handling land survey and ground detection and investigation works, and

miscellaneous expenses.

Under normal circumstances, due to the limited space for inventory storage at the construction
sites, we generally do not keep inventory. To ensure that the construction materials would be supplied
to each of our project sites in a timely manner for facilitating our project implementation, construction
materials would be delivered frequently throughout the project duration. The construction materials
are delivered by our suppliers directly to our project sites for immediate consumption. The amount and
timing of materials to be ordered is assessed and controlled by our respective staff on a
project-by-project basis depending on the progress of works and specific requirements of each project.
During the project period, our respective staff will monitor the consumption of materials and place
orders to replenish materials being used up shortly to ensure the progress would not be interrupted.
In view of that, we generally do not keep inventory and our Directors are of the view that the amounts
of materials remained at our project sites at the end of each of the reporting periods were insignificant
to our Group. The receipts of materials are recorded based on the delivery notes signed by our
respective staff. Under our Group’s financial reporting system, we record the amounts of materials as
trade payables upon receipts of materials and the same amounts will be recognised as cost of sales
simultaneously. In the event that we order excess metal materials, we would record the amount of
excess materials as inventories, and the cost of sales would be reduced accordingly by the same

amount. These excess metal materials are normally used in our other foundation projects.

Under our Group’s financial reporting system, revenue recognition of a project is based on our
management’s estimation of the percentage of project completion by reference to the ratio of
construction cost incurred for the foundation works handled to date of a project to the estimated total
cost of the same project. Estimated construction costs are calculated by our management based on the
quotations provided by our subcontractors and suppliers involved in the project and some estimates
from our management. In order to keep the estimation of construction costs accurate and up-to-date,
our management conducts periodic review of the budget of each project by comparing the budgeted

amount to the actual amount incurred.

To ensure the financial reporting system operates in accordance with the accounting policies
adopted by our Group, all accounting entries for preparing our Group’s monthly management accounts
are handled by accountants based on relevant supporting documents (including but not limited to
written payment approval from our customers and payment invoice from suppliers). Application for
interim payment and written approval of stage of completion from our customers will be reviewed and

approved by our project directors.
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Gross profit

Our gross profit was approximately HK$22.1 million, HK$45.8 million, HK$70.3 million and
HK$62.1 million for the three years ended 31 March 2015 and the six months ended 30 September
2015 respectively, while our gross profit margin was approximately 12.6%, 19.6%, 19.7% and 21.1%
for the same reporting periods respectively. There is no segment reporting for our gross profit because
our gross profit was only related to the provision of foundation services during the Track Record
Period.

Other income

Other income mainly includes (i) rental income from leasing machinery; (ii) recovery of legal
costs; (iii) insurance compensation for loss of property, plant and equipment; (iv) sales of scrapped

materials; and (v) others.

Administrative expenses

Administrative expenses consist primarily of staff costs, depreciation, secondment fees, legal
and professional fees and rental expenses. The following table sets out a breakdown of our

administrative expenses during the Track Record Period:

Six months ended

Year ended 31 March 30 September
2013 2014 2015 2014 2015
HK$’000 HK$'000 HK$'000 HK$'000 HK$ 000
(unaudited)

Staff costs 4,691 2,789 6,457 2,473 4,953
Depreciation 81 89 203 50 137
Secondment fees 2,200 2,270 72 67 —
Legal and professional fees 96 208 2,746 701 2,800
Bank charges 12 76 53 30 100
Rental expenses 645 1,600 1,839 971 950
Loss on disposal of fixed assets 5 466 6 — —
Motor vehicles expenses 206 282 340 170 218
Auditors’ remuneration 82 116 100 — 375
Others 1,205 2,772 2,208 936 1,142
9,223 10,668 14,024 5,398 10,675
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Staff costs represent salaries, bonus, allowances and emoluments provided to our Directors and
administrative staff. Depreciation on fixed asset is related to furniture and equipment and motor
vehicle. Secondment fees represent the fees paid to Tactful Building Company Limited (“Tactful
Building”), a related company of our Group, for using the administrative services provided by their
staff to our Group during the Track Record Period. We no longer have any secondment arrangement
with Tactful Building after the Track Record Period. Legal and professional fees mainly represent
legal or financial advisory services relating to (i) the Listing; and (ii) commercial matters of our
Group. Rental expenses represent the rent paid for the properties which were used as our office and
for storage of our machinery during the Track Record Period. Loss on disposal of fixed assets mainly
represents the theft loss of an air compressor. Motor vehicles expenses mainly represent motor
vehicles repair and maintenance costs and fuel costs. Others mainly represent our Group’s

expenditures incurred for repair and maintenance, medical insurance for our staff and other utilities.

Other operating expenses

Other operating expenses represent the provision of unlimited financial guarantees to certain

banks in respect of banking facilities granted to our Group and Tactful Building.

Finance costs

Finance costs mainly represent interest expenses for bank borrowings and interest expenses on
obligations under finance leases of property, plant and equipment. Our bank borrowings obtained
during the Track Record Period were mainly used to finance the working capital of our Group. During
the Track Record Period, the interest rates on our bank loans, trust receipt loans and factoring loans
ranged from 2.01% to 4.75%. The average interest rate on bank overdrafts was 5.25% during the Track

Record Period.

During the Track Record Period, our Group acquired a motor vehicle and certain of machineries
under finance leases. The average lease term was nil, 4 years, 4 years and 4 years for the three years
ended 31 March 2015 and the six months ended 30 September 2015 respectively. As at 31 March 2013,
2014 and 2015 and 30 September 2015, the average effective borrowing rate was nil, 4.75%, 3.70%
and 3.53% respectively.

Income tax expense

Our Group’s revenue during the Track Record Period was derived in Hong Kong and, therefore,
our Group was subject to profits tax in Hong Kong. Provision for Hong Kong profits tax was provided
at the statutory profits tax rate of 16.5% of the estimated assessable profits for the Track Record
Period. The effective tax rates of our Group for the three years ended 31 March 2015 and the six
months ended 30 September 2015 were approximately 17.6%, 17.3%, 17.2% and 18.7% respectively.
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PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS
Six months ended 30 September 2015 compared to six months ended 30 September 2014
Revenue

Our Group’s revenue increased significantly by approximately HK$123.4 million or 72.0% from
approximately HK$171.5 million for the six months ended 30 September 2014 to approximately
HK$294.9 million for the six months ended 30 September 2015. The aforesaid increase was mainly
attributable to the net effect of:

(i) revenue of approximately HK$177.2 million for a project, namely Project 17 which
commenced in February 2015, while no revenue was recognised for Project 17 in the
corresponding period in 2014; and

(ii) a decrease in revenue of approximately HK$42.5 million for two projects, namely Project
3 and Project 6, for the six months ended 30 September 2015, which we achieved
significant progress (over 90% of accumulated completion) or practical completion in the
corresponding period in 2014.

Further details of the aforesaid projects are set out in the section headed “Business — Our
foundation projects” in this prospectus.

Cost of sales

Our cost of sales increased by approximately HK$92.4 million or 65.8% from approximately
HK$140.4 million for the six months ended 30 September 2014 to approximately HK$232.8 million
for the six months ended 30 September 2015. The percentage increase in cost of sales was less than
the percentage increase in revenue, mainly as a result of the relatively high gross profit margin of a
project, namely Project 17 (please refer to the section headed “Business — Our foundation projects”
in this prospectus for further details of Project 17). The increase in cost of sales was mainly due to
the increases in purchase of construction materials and amount of foundation works subcontracted to
our subcontractors for Project 17, which was in full swing during the six months ended 30 September
2015.

Gross profit and gross profit margin

Due to our revenue growth, our gross profit increased from approximately HK$31.1 million for
the six months ended 30 September 2014 to approximately HK$62.1 million for the six months ended
30 September 2015, while our gross profit margin increased from approximately 18.1% to
approximately 21.1%. The increase in gross profit margin was mainly attributable to the relatively
high gross profit margin of Project 17 (please refer to the section headed “Business — Our foundation
projects” in this prospectus for further details of Project 17) which commenced in February 2015 and
was in full swing during the six months ended 30 September 2015. As there was a trend of shortage
of labour when preparing the tender documents of Project 17, our Group submitted the tender at a
higher price level to compensate the expected increase in subcontracting costs and such tender was

— 162 —



FINANCIAL INFORMATION

accepted by the customer and we were awarded the contract. Subsequently, our Group improved the
foundation design of Project 17 resulting in a notable decrease in number of required driven H-piles
which in turn reduced the cost for handling the piling works. Such improved design was approved by
our customer of Project 17 and the relevant Government authorities. Furthermore, our Group acquired
several machines for handling our foundation projects during the year ended 31 March 2015, in
particular Project 17, resulting in lower machinery rental cost than the budgeted rental cost for Project
17. As a result, the gross profit margin of Project 17 was over 25% for the six months year ended 30
September 2015.

Other income

Our other income increased by approximately HK$296,000 or 65.8% from approximately
HK$450,000 for the six months ended 30 September 2014 to approximately HK$746,000 for the six
months ended 30 September 2015. Such increase was mainly due to (i) the increase in rental income
derived from the lease of machinery of approximately HK$55,000 for the six months ended 30
September 2015; (ii) the increase in one-off gain on sales of scrapped construction materials of
approximately HK$6,000 for the six months ended 30 September 2015; and (iii) the recognition of
other miscellaneous incomes of approximately HK$380,000 during the six months ended 30
September 2015 regarding levy refund.

Administrative expenses

Our Group’s administrative expenses increased by approximately 98.1% from approximately
HK$5.4 million for the six months ended 30 September 2014 to approximately HK$10.7 million for
the six months ended 30 September 2015. Such increase was mainly due to (i) the increase in legal
and professional fees of approximately HK$2.1 million which was mainly attributable to the
professional fees related to the Listing incurred during the six months ended 30 September 2015; (ii)
the increase in staff costs (including salaries, bonus, allowances and Directors’ emoluments) of
approximately HK$2.5 million during the six months ended 30 September 2015 as a result of the
increase in headcount and the annual salary adjustment made by our Group; and (iii) the increase in
auditors’ remuneration of approximately HK$ 0.4 million.

Finance costs

Finance costs increased from approximately HK$321,000 for the six months ended 30 September
2014 to approximately HK$439,000 for the six months ended 30 September 2015. The increase was
mainly attributable to the increase in interest expenses on obligations under finance leases of
machinery and motor vehicle.

Income tax expense

The effective tax rates for the six months ended 30 September 2014 and 2015 were approximately
17.5% and 18.7% respectively. The effective tax rate for the six months ended 30 September 2015 was
slightly higher than the statutory profits tax rate of 16.5% which was mainly attributable to the
unrecognised tax losses of K. H. Machinery, an indirect wholly-owned subsidiary of our Company, and
the Listing expenses which are not tax deductible.
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Profit and total comprehensive income for the period

Our Group’s profit and total comprehensive income for the six months ended 30 September 2015
was approximately HK$42.1 million, representing an increase of approximately HK$20.8 million or
97.6% as compared to the corresponding period in 2014, mainly due to our revenue growth of
approximately HK$123.4 million and the increase in gross profit margin from approximately 18.1%
for the six months ended 30 September 2014 to approximately 21.1% for the six months ended 30
September 2015, as detailed above.

Year ended 31 March 2015 compared to year ended 31 March 2014

Revenue

Our Group’s revenue increased significantly by approximately HK$123.7 million or 53.0% from
approximately HK$233.6 million for the year ended 31 March 2014 to approximately HK$357.3
million for the year ended 31 March 2015. The aforesaid increase was mainly attributable to the net
effect of:

(i) anincrease in revenue of approximately HK$159.5 million for a project, namely Project 14,
which commenced in August 2013 but was in full swing during the year ended 31 March
2015, and therefore a greater percentage of completion (around 56% of foundation works

was done during the financial year) was achieved;

(ii) revenue of approximately HK$96.5 million contributed by four new projects, namely
Project 12, Project 15, Project 16 and Project 17, which commenced during the year ended
31 March 2015;

(iii) a decrease in revenue of approximately HK$124.2 million for seven projects, namely
Project 2, Project 3, Project 6, Project 7, Project 8, Project 9 and Project 10, for the year
ended 31 March 2015, which we achieved significant progress (over 70% of accumulated

completion) or practical completion in the previous financial year; and

(iv) adecrease in revenue of approximately HK$7.9 million for a project, namely Project 11, for
the year ended 31 March 2015, which a relatively high percentage of completion was
achieved in the year ended 31 March 2014 (around 56% of foundation works was done in

that financial year).

Further details of the aforesaid projects are set out in the section headed “Business — Our
foundation projects” in this prospectus.
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Cost of sales

Our cost of sales increased by approximately HK$99.2 million or 52.8% from approximately
HK$187.8 million for the year ended 31 March 2014 to approximately HK$287.0 million for the year
ended 31 March 2015 due to the increase in amount of foundation works completed by us. Such
increase was generally in line with our revenue growth for the year ended 31 March 2015, which was
mainly resulted from the increases in purchase of construction materials, amount of foundation works
subcontracted to our subcontractors and consumption of parts and consumables, particularly for
Project 14 (please refer to the section headed “Business — Our foundation projects” in this prospectus
for further details of Project 14) with a contract value of approximately HK$348.8 million which we
had achieved significant progress (around 56% of foundation works was done during the financial
year) in the year ended 31 March 2015.

Gross profit and gross profit margin

Due to our revenue growth, our gross profit increased by around 53.6% from approximately
HK$45.8 million for the year ended 31 March 2014 to approximately HK$70.3 million for the year
ended 31 March 2015, while our gross profit margin generally remained stable with a slight increase

from approximately 19.6% to approximately 19.7%.

Although Project 2 and Project 7 were completed in February 2014 and September 2013
respectively, our gross profit margin remained relatively high at approximately 19.7% mainly because
of Project 14 and Project 17. Our Group prepared the cost budget for Project 14, which has an expected
project period from August 2013 to December 2015, by reference to all information which was
available to us, including the prevailing market prices of metal materials and concrete, and
preliminary quotations provided by our subcontractors at that time. During the year ended 31 March
2015, the cost budget for Project 14 was revised after periodic review conducted by our management,
resulting in an increase in gross profit margin of over 10.0 percentage point for Project 14 for the year
ended 31 March 2015. Such increase was mainly attributable to (i) the notable decrease in our average
purchase cost of metal materials; and (ii) the fact that the actual subcontracting costs for handling the
site works of Project 14 during the year ended 31 March 2015 were lower than the preliminary
quotations provided by the respective subcontractors. According to the Ipsos Report, the average
wholesale price of steel reinforcement in Hong Kong decreased by approximately 16.7% from
approximately HK$5,220 per metric tonne in August 2013 to approximately HK$4,349 per metric
tonne in December 2014. Further details of the aforesaid projects are set out in the section headed
“Business — Our foundation projects” in this prospectus.

As there was a trend of shortage of labour when preparing the tender documents of Project 17
(please refer to the section headed “Business — Our foundation projects” in this prospectus for further
details of Project 17), our Group submitted the tender at a higher price level to compensate the
expected increase in subcontracting costs and such tender was accepted by the customer and we were
awarded the contract. Subsequently, our Group improved the foundation design of Project 17 resulting
in a notable decrease in number of required driven H-piles which in turn reduced the cost for handling

the piling works. Such improved design was approved by our customer of Project 17 and the relevant
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government authorities. Furthermore, our Group acquired several machines for handling our
foundation projects during the year ended 31 March 2015, in particular Project 17, resulting in lower
machinery rental cost than the budgeted rental cost for Project 17. As a result, the gross profit margin
of Project 17 was over 25% for the year ended 31 March 2015.

Other income

Our Group’s other income decreased by approximately HK$1.3 million from approximately
HK$2.0 million for the year ended 31 March 2014 to approximately HK$0.7 million for the year ended
31 March 2015. The decrease was mainly due to the decrease in rental income derived from the lease
of machinery of approximately HK$1.2 million during the year ended 31 March 2015.

Administrative expenses

Our Group’s administrative expenses increased by approximately 31.5% from approximately
HK$10.7 million for the year ended 31 March 2014 to approximately HK$14.0 million for the year
ended 31 March 2015. Such increase was mainly due to net effect of (i) the increase in depreciation
of approximately HK$114,000 caused by the acquisition of a motor vehicle during the year ended 31
March 2015; (ii) the increase in legal and professional fees of approximately HK$2.5 million which
was mainly attributable to the professional fees related to the Listing incurred during the year ended
31 March 2015; (iii) the increase in staff costs (including salaries, bonus, allowances and Directors’
emoluments) of approximately HK$3.7 million during the year ended 31 March 2015 as a result of the
increase in headcount and the annual salary adjustment made by our Group; and (iv) the decrease in
secondment fees of approximately HK$2.2 million due to the employment of respective staff for
handling our administrative works.

Other operating expenses

Our Group’s other operating expenses decreased from approximately HK$125,000 for the year
ended 31 March 2014 to nil for the year ended 31 March 2015. Such decrease was mainly due to the
release of one of our unlimited financial guarantees from a bank during the year ended 31 March 2015
in respect of banking facility granted to our Group and Tactful Building.

Finance costs

Finance costs increased from approximately HK$526,000 for the year ended 31 March 2014 to
approximately HK$778,000 for the year ended 31 March 2015. The increase was mainly attributable
to the increase in interest expenses on obligations under finance leases of machinery and motor
vehicle.

Income tax expense
The effective tax rates for the years ended 31 March 2014 and 2015 were approximately 17.3%
and 17.2% respectively. The effective tax rate for the year ended 31 March 2015 was slightly higher

than the statutory profits tax rate of 16.5% mainly attributable to the unrecognised tax losses of K. H.
Machinery, an indirect wholly-owned subsidiary of our Company.
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Profit and total comprehensive income for the year

Our Group’s profit and total comprehensive income for the year ended 31 March 2015 was
approximately HK$46.6 million, representing an increase of approximately HK$16.4 million or 54.3%
on a year-on-year basis, mainly due to our revenue growth of approximately HK$123.7 million and
the increase in gross profit of approximately HK$24.5 million for the year ended 31 March 2015.

Year ended 31 March 2014 compared to year ended 31 March 2013
Revenue

Our Group’s revenue increased by approximately HK$58.9 million or 33.7% from approximately
HK$174.7 million for the year ended 31 March 2013 to approximately HK$233.6 million for the year
ended 31 March 2014. The aforesaid increase was mainly attributable to the net effect of:

(i) an increase in revenue of approximately HK$41.5 million for a project, namely Project 8,
which commenced in November 2012 but was in full swing during the year ended 31 March
2014, and therefore a greater percentage of completion (around 91% of foundation works
was done during the financial year) was achieved;

(i) revenue of approximately HK$58.7 million contributed by two new projects, namely
Project 11 and Project 14, which commenced during the year ended 31 March 2014;

(iii) an increase in revenue of approximately HK16.0 million for a project, namely Project 2,
which the foundation works were divided into two phases (i.e. phase I and phase II). The
foundation works of phase II commenced during the year 31 March 2014 and the contract
value of phase II was higher than that of phase I which was completed in the year ended
31 March 2012;

(iv) an increase in revenue of approximately HK$23.2 million for a project, namely Project 3,
which we achieved significant progress (over 80% of accumulated completion) for the year
ended 31 March 2014; and

(v) adecrease in revenue of approximately HK$83.4 million for three projects, namely Project
1, Project 4 and Project 5, which we had achieved practical completion during the year
ended 31 March 2013.

Further details of the aforesaid projects are set out in the section headed “Business — Our
foundation projects” in this prospectus.

Cost of sales
Our cost of sales increased by approximately HK$35.2 million or 23.1% from approximately
HK$152.6 million for the year ended 31 March 2013 to approximately HK$187.8 million for the year

ended 31 March 2014. The percentage increase in cost of sales was less than the percentage increase
in revenue, mainly as a result of the relatively high gross profit margins of our two projects, namely
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Project 2 and Project 7. The increase in cost of sales was mainly due to the increases in purchase of
construction materials and amount of foundation works subcontracted to our subcontractors for several
projects, in particular Project 8, Project 11 and Project 14 which were in full swing or commenced
during the year ended 31 March 2014. In addition, the employment of additional frontline staff during
the year ended 31 March 2014 and the annual salary increment for frontline staff also contributed to
the increase in cost of sales. Further details of the aforesaid projects are set out in the section headed

“Business — Our foundation projects” in this prospectus.

Gross profit and gross profit margin

Due to our revenue growth, our gross profit increased from approximately HK$22.1 million for
the year ended 31 March 2013 to approximately HK$45.8 million for the year ended 31 March 2014,
while our gross profit margin increased from approximately 12.6% to approximately 19.6%. The
increase in gross profit margin was mainly attributable to the relatively high gross profit margins of
Project 2 and Project 7 which accounted for approximately 26.2% and 12.4% of our gross profit for
the year ended 31 March 2014. We improved the foundation designs of Project 2 and Project 7 during
the project periods, which reduced the total construction costs. Due to the relatively high complexity
of site condition for Project 2 and based on the original foundation design requirements provided by
the customer of Project 2, it was estimated and agreed that over a hundred of socketed H-piles were
required for Project 2 at the time of the contract being awarded to us. Subsequently, our Group worked
out a technical solution to improve the foundation design of Project 2 which significantly reduced the
number of piles, resulting in a decrease in the cost of piling works of approximately 77.6% as
compared to that of the original design. Such improved foundation design was approved by our
customer of Project 2 and the relevant Government authorities. Further details of the aforesaid

projects are set out in the section headed “Business — Our foundation projects” in this prospectus.

For Project 7 (please refer to the section headed “Business — Our foundation projects” in this
prospectus for further details of Project 7), the foundation type proposed to be used was socketed
H-piling according to the original foundation design and it was estimated and agreed that over 40
socketed H-piles were required. After the contract of Project 7 was awarded to our Group, we
technically improved its foundation design by proposing to use another type of foundation (i.e. large
diameter bored piling) and such design only required a few large diameter bored piles. The improved
foundation design was approved by the customer of Project 7 and the relevant Government authorities.
As a result, the cost of piling works for Project 7 decreased by approximately 32.5% as compared to

that of the original design.

As a result, the revised budgeted costs for the two projects became lower than the original cost
budgets, and accordingly Project 2 and Project 7 (please refer to the section headed “Business — Our
foundation projects” in this prospectus for further details of Project 2 and Project 7) had higher gross
profit margins than our overall gross profit margin of approximately 19.6% for the year ended 31
March 2014.
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Other income

Our other income increased by approximately HK$139,000 or 7.3% from approximately HK$1.9
million for the year ended 31 March 2013 to approximately HK$2.0 million for the year ended 31
March 2014. Such increase was mainly due to the net effect of (i) the increase in rental income derived
from the lease of machinery of approximately HK$1.2 million for the year ended 31 March 2014; (ii)
the increase in one-off gain on sales of scrapped construction materials of approximately HK$0.2
million for the year ended 31 March 2014; (iii) the recovery from a legal claim of approximately
HK$0.9 million indemnified by the order of the court in Hong Kong following the conclusion of a
legal proceeding during the year ended 31 March 2013, while no such income was recorded by our
Group for the year ended 31 March 2014; and (iv) the recovery from an insurance claim of
approximately HK$0.2 million relating to the theft loss of an air compressor for the year ended 31
March 2013, while no such income was recorded by our Group for the year ended 31 March 2014.

Administrative expenses

Our administrative expenses increased by approximately HK$1.4 million or 15.7% from
approximately HK$9.2 million for the year ended 31 March 2013 to approximately HK$10.7 million
for the year ended 31 March 2014. Such increase was mainly due to the effect of (i) the increase in
rental expenses of approximately HK$1.0 million paid to Tactful Building which sub-leased a portion
of a property to us for office use and the full year effect of such increment was reflected in the year
ended 31 March 2014; and (ii) the theft loss of an air compressor of approximately HK$0.5 million
for the year ended 31 March 2014.

Other operating expenses

Our Group’s other operating expenses decreased by approximately 64.6% from approximately
HK$353,000 for the year ended 31 March 2013 to approximately HK$125,000 for the year ended 31
March 2014. Such decrease was mainly due to the fair value difference in relation to our unlimited
financial guarantees issued to banks in respect of banking facilities granted to our Group and Tactful
Building, for the years ended 31 March 2013 and 2014.

Finance costs

Finance costs increased from approximately HK$339,000 for the year ended 31 March 2013 to
approximately HK$526,000 for the year ended 31 March 2014. The increase was mainly attributable
to the increase in bank borrowings from approximately HK$3.2 million as at 31 March 2013 to
approximately HK$44.4 million as at 31 March 2014.

Income tax expense

The effective tax rates for the years ended 31 March 2013 and 2014 were approximately 17.6%
and 17.3% respectively. The effective tax rate for the year ended 31 March 2014 was slightly higher
than the statutory profits tax rate of 16.5% mainly due to the unrecognised tax losses of K. H.
Machinery, an indirect wholly-owned subsidiary of our Company.
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Profit and total comprehensive income for the year

Our Group’s profit and total comprehensive income for the year ended 31 March 2014 was
approximately HK$30.2 million, representing a significant increase of approximately 160.2% on a
year-on-year basis, mainly due to (i) the growth of our revenue of approximately 33.7%; (ii) the
increase in our gross profit margin from approximately 12.6% to approximately 19.6% as detailed

above.

LIQUIDITY AND CAPITAL RESOURCES

Our Group had met its liquidity requirements principally through a combination of internal
resources, advances from related companies and bank borrowings during the Track Record Period. Our
Group’s principal uses of cash have been, and are expected to continue to be, operational costs and
investing activities. Upon Listing, our sources of funds will be a combination of internal generated
funds, bank borrowings and net proceeds from the Share Offer. As at the Latest Practicable Date, we
had not experienced any difficulty in raising funds by bank borrowings and we had not experienced
any liquidity problems in settling our payables in the normal course of business and repaying our bank

borrowings when they fall due.

Cash Flows

The following table sets forth the cash flows for the periods indicated:

For the six
months ended
Year ended 31 March 30 September
2013 2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000 HKS$ 000
(unaudited)
Cash and cash equivalents at the
beginning of year/period (4,429) 14,151 15,875 15,875 3,267
Net cash generated from/(used in)
operating activities 16,940 7,163 (12,159) (5,703) 53,835
Net cash (used in)/generated from
investing activities (185) (20,106) (11,063) (10,440) 5,880
Net cash generated from/(used in)
financing activities 1,825 14,667 10,614 1,425 (54,504)
Net increase/(decrease) in cash and
cash equivalents 18,580 1,724 (12,608) (14,718) 5,211
Cash and cash equivalents at the end
of year/period 14,151 15,875 3,267 1,157 8,478
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Net cash generated from/(used in) operating activities

Our cash inflow from operating activities is primarily generated from the provision of foundation
services and our cash outflow for operating activities mainly include subcontracting charges, purchase
of construction materials, direct labour cost and administrative expenses. Our cash flows from
operating activities are affected by a number of factors, which mainly include the progress of
foundation works and the settlement of trade receivables by our customers and trade payables by our
Group.

For the six months ended 30 September 2015, we had net cash generated from operating activities
of approximately HK$53.8 million, primarily as a result of profit before tax of approximately
HK$51.8 million, adjusted for (i) depreciation of approximately HK$2.2 million; (ii) a decrease in
gross amounts due from customers for contract work of approximately HK$2.1 million resulting from
the timing difference between the project progress (in terms of percentage of project completion)
recorded by us and the issuance of written progress approval and billing of the projects; and (iii) an
increase in prepayments, deposits and other receivables of approximately HK$2.4 million. Further
explanations for fluctuations of the aforesaid items from the combined statements of financial position
are set out in the section headed “Financial Information — Analysis of various items from the
combined statements of financial position” in this prospectus.

For the six months ended 30 September 2014, we had net cash used in operating activities of
approximately HK$5.7 million, primarily as a result of profit before tax of approximately HK$25.8
million, adjusted for (i) a decrease in trade and retention receivables of approximately HK$22.2
million resulted from the payments received from our customers; (ii) an increase in gross amounts due
from customers for contract work of approximately HK$35.7 million; (iii) a decrease in amounts due
to customers for contract work of approximately HK$24.7 million resulted from the timing difference
between the project progress (in terms of percentage of project completion) recorded by us and the
issuance of written progress approval and billing of the projects; and (iv) a decrease in prepayments,

deposits and receivables of approximately HK$3.2 million.

For the year ended 31 March 2015, we had net cash used in operating activities of approximately
HK$12.2 million, primarily as a result of profit before tax of approximately HK$56.3 million, adjusted
for (i) depreciation of approximately HK$3.4 million; (ii) a significant increase in trade and retention
receivables of approximately HK$52.7 million which was mainly due to the fact that we achieved
significant or new progress for three projects, namely Project 14, Project 16 and Project 17, in the year
ended 31 March 2015 (especially in the fourth quarter of the financial year) and such progress was
approved by our customers; (iii) a material increase in gross amounts due from customers for contract
work of approximately HK$41.6 million which was primarily due to the timing difference between the
project progress (in terms of percentage of project completion) recorded by us and the issuance of
written payment approval and billing of the projects, in particular Project 14 and Project 16; (iv) an
increase in trade and retention payables of approximately HK$41.3 million which was mainly resulted
from the increases in the purchase of construction materials and subcontracting charges for two
projects, namely Project 14 and Project 17, for the year ended 31 March 2015; (v) a decrease in gross
amounts due to customers for contract work of approximately HK$13.4 million; and (vi) the income
tax paid of approximately HK$6.1 million. Further explanations for fluctuations of the aforesaid items
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from the combined statements of financial position are set out in the section headed “Financial
Information — Analysis of various items from the combined statements of financial position” in this
prospectus. Further details of the aforesaid projects are set out in the section headed “Business — Our

foundation projects” in this prospectus.

For the year ended 31 March 2014, we had net cash generated from operating activities of
approximately HK$7.2 million, primarily as a result of profit before tax of approximately HK$36.5
million, adjusted for (i) an increase in trade and retention receivables of approximately HK$40.1
million and the corresponding increase in trade and retention payables of approximately HK$33.4
million which were mainly attributable to our new progress for a new project, namely Project 14
(please refer to the section headed “Business — Our foundation projects” in this prospectus for further
details of Project 14), in the year ended 31 March 2014 (especially in the fourth quarter of the
financial year) and such progress was approved by our customer; (ii) an increase in gross amounts due
from customers for contract work of approximately HK$14.6 million (partially offset by a decrease in
gross amounts due to customers for contract work of approximately HK$11.1 million) resulting from
the timing difference between the project progress (in terms of percentage of project completion)
recorded by us and the issuance of written progress approval and billing of the projects; and (iii) an
increase in accruals and other payables of approximately HK$4.4 million. Further explanations for
fluctuations of the aforesaid items from the combined statements of financial position are set out in
the section headed “Financial Information — Analysis of various items from the combined statements

of financial position” in this prospectus.

For the year ended 31 March 2013, we had net cash generated from operating activities of
approximately HK$16.9 million, primarily as a result of profit before tax of approximately HK$14.1
million, adjusted for (i) an increase in trade and retention receivables of approximately HK$9.8
million which was mainly due to the fact that more foundation projects were undertaken by our Group
during the year ended 31 March 2013 as compared to the previous financial year; (ii) an increase in
prepayments, deposits and other receivables of approximately HK$4.2 million which was mainly
resulted from the increase in insurance prepayment and performance bond deposits paid by our Group
for undertaking more foundation projects during the year ended 31 March 2013; (iii) an increase in
gross amounts due to customers for contract work of approximately HK$26.1 million resulting from
the timing difference between the project progress (in terms of percentage of project completion)
recorded by us and the issuance of written progress approval and billing of the projects; and (iv) the
decrease in accruals and other payables of approximately HK$9.9 million. Further explanations of
fluctuations for the aforesaid items from the combined statements of financial position are set out in
the section headed “Financial Information — Analysis of various items from the combined statements

of financial position” in this prospectus.

Net cash (used in)/generated from investing activities

For the six months ended 30 September 2015, we had net cash generated from investing activities
of approximately HK$5.9 million, which was mainly attributable to the decrease in pledged bank
deposits of approximately HK$9.4 million in respect of banking facilities granted to our Group and

the purchases of property, plant and equipment of approximately HK$3.6 million.
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For the six months ended 30 September 2014, we had net cash used in investing activities of
approximately HK$10.4 million, which was mainly attributable to the purchase of property, plant and
equipment for the six months ended 30 September 2014.

For the year ended 31 March 2015, we had net cash used in investing activities of approximately
HKS$11.1 million, which was mainly attributable to the purchase of property, plant and equipment for
the year ended 31 March 2015.

For the year ended 31 March 2014, we had net cash used in investing activities of approximately
HK$20.1 million, which was mainly attributable to the an increase in pledged bank deposits of
approximately HK$19.5 million for securing banking facilities granted to our Group for the year ended
31 March 2014.

For the year ended 31 March 2013, we had net cash used in investing activities of approximately
HK$185,000, which was mainly due to the net effect of (i) the proceeds from disposal of an investment
property of approximately HKS$2.7 million; and (ii) an increase pledged bank deposits of
approximately HK$2.3 million for securing banking facilities granted to our Group for the year ended
31 March 2013.

Net cash generated from/(used in) financing activities

For the six months ended 30 September 2015, we had net cash used in financing activities of
approximately HK$54.5 million, which was mainly due to net effect of (i) the net advanced to related
companies of approximately HK$11.6 million; (ii) the net advanced to our Directors of approximately
HK$4.5 million; (iii) the bank borrowings raised of approximately HK$211.2 million; (iv) the
repayment of bank borrowings of approximately HK$221.2 million; (iv) the principal repayment of
obligation under finance lease of approximately HK$3.2 million; and (v) payment of special dividend
of approximately HK$25.2 million to its then shareholders.

For the six months ended 30 September 2014, we had net cash generated from financing activities
of approximately HK$1.4 million, which was mainly due to net effect of (i) the net advanced to related
companies of approximately HK$0.6 million; (ii) the net repayment to our Directors of approximately
HK$4.0 million; (iii) the bank borrowings of approximately HK$142.2 million; (iv) the repayment of
bank borrowings of approximately HK$135.1 million; and (v) the principal repayment of obligation
under finance lease of approximately HK$1.1 million.

For the year ended 31 March 2015, we had net cash generated from financing activities of
approximately HK$10.6 million, which was mainly due to net effect of (i) the net repayment from
related companies of approximately HK$11.8 million; (ii) the net repayment from our Directors of
approximately HK$10.4 million; (iii) the bank borrowings raised of approximately HK$218.6 million;
(iv) the repayment of bank borrowings of approximately HK$226.4 million; and (iv) the principal
repayment of obligation under finance lease of approximately HK$3.9 million.

For the year ended 31 March 2014, we had net cash generated from financing activities of
approximately HK$14.7 million, which was mainly due to the net effect of (i) the net advances to
related companies of approximately HK$14.0 million; (ii) the net advances to our Directors of
approximately HK$10.2 million; (iii) the bank borrowings raised of approximately HK$80.9 million;
and (iv) the repayment of bank borrowings of approximately HK$40.2 million.
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For the year ended 31 March 2013, we had net cash generated from financing activities of
approximately HK$1.8 million, which was mainly due to the net effect of (i) the net repayment from
our Directors of approximately HK$4.9 million; and (ii) the bank borrowings raised of approximately

HK$16.7 million; and (iii) the repayment of bank borrowings of approximately HK$20.1 million.

ANALYSIS OF VARIOUS ITEMS FROM THE COMBINED STATEMENTS OF FINANCIAL
POSITION

Property, plant and equipment

Our Group’s property, plant and equipment mainly consist of (i) plant and machinery including
crawler cranes, hydraulic hammers and pile drivers; (ii) furniture and equipment; and (iii) motor
vehicle. The following table sets out the carrying amounts of each type of property, plant and

equipment of our Group as at each reporting date:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

Furniture and equipment 281 267 414 466
Plant and machinery 8,896 13,102 38,831 43,695
Motor vehicle 132 213 680 550

9,309 13,582 39,925 44,711

The carrying amount of our plant and machinery increased from approximately HK$8.9 million
as at 31 March 2013 to approximately HK$13.1 million as at 31 March 2014, and to approximately
HK$38.8 million as at 31 March 2015, and further to approximately HK$43.7 million as at 30
September 2015. The substantial increase in the balance of plant and machinery was due to our
acquisition of a number of plant and machinery items to cope with our business growth over the Track
Record Period.

Our Group acquired certain property, plant and equipment under finance lease. The carrying
amount of property, plant and equipment held by our Group under finance leases amounted to nil,
approximately HK$5.6 million, HK$26.3 million and HK$29.5 million as at 31 March 2013, 2014 and
2015 and 30 September 2015 respectively.

Inventories

We generally do not keep inventory and our inventories as at year end date mainly consist of

excess construction materials ordered for our foundation projects such as sheet piles and steel bars.
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We normally purchase construction materials when project needs arise and most of the materials
are delivered by our suppliers directly to our project sites for immediate consumption. Thus, our
balance of inventories as at reporting period end is immaterial and our Directors are of the view that
the analysis of inventory turnover days over the Track Record Period does not provide meaningful
conclusion.

Trade and retention receivables

Our trade and retention receivables mainly consist of (i) trade debtors relating to our foundation
works approved by our customers; and (ii) retention receivables in relation to our completed and
on-going foundation projects. In general, we submit an interim payment application to our customers
on a monthly basis with details relating to the amount of work done. Once we have provided our
interim payment application to the architect employed by our customer, the application would be
reviewed and verified by the architect before the customer issuing written payment approval. Our
customers are normally required to make payments to us within 14 to 45 days in general from the date
of written payment approval. The retention money is retained by our customers at a rate of 10% of
each interim payment made to us and up to a maximum limit of 5% of the total contract sum. Further
details of progress payment and retention money are set out in the section headed ‘““‘Business — Key
project terms’’ in this prospectus. The following table sets out the breakdown of accounts receivable
as at each reporting date:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$°000

Trade receivables 12,361 40,388 78,823 39,072
Retention receivables 10,409 22,449 36,723 44,519
22,770 62,837 115,546 83,591

The trade receivables increased significantly from approximately HK$12.4 million as at 31
March 2013 to approximately HK$40.4 million as at 31 March 2014, and to HK$78.8 million as at 31
March 2015, and then decreased to approximately HK$39.1 million as at 30 September 2015. Such
increase was generally due to our significant project progress and commencement of new projects
which caused significant growth of our revenue for the years ended 31 March 2014 and 2015 of
approximately 33.7% and 53.0% respectively, particularly (i) the increase in trade receivables of
approximately HK$38.4 million as at 31 March 2015 was mainly due to the fact that we achieved
significant or new progress for three projects, namely Project 14, Project 16 and Project 17, in the year
ended 31 March 2015 (especially in the fourth quarter of the financial year); and (ii) the increase in
trade receivables of approximately HK$28.0 million as at 31 March 2014 was mainly attributable to
our new progress for a new project, namely Project 14, in the year ended 31 March 2014 (especially
in the fourth quarter of the financial year). The decrease in trade receivables of approximately 50.4%
as at 30 September 2015 was mainly attributable to Project 17 which the billed amount in September
2015 was relatively lower than the previous months. Further details of the aforesaid projects are set
out in the section headed “Business — Our foundation projects” in this prospectus.
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The following table sets forth the turnover days of trade receivables (calculated as the average
of beginning and ending total trade receivables for the year/period divided by revenue for the
year/period and multiplied by the number of days in the year/period, i.e. 365/180 days) for the

financial years/period indicated:

For the six

months

ended 30

For the year ended 31 March September

2013 2014 2015 2015

Trade receivables turnover days 22.1 41.2 60.9 36.0

As our foundation projects operates on a non-recurring and project-by-project basis, our revenue
recognised during the Track Record Period may fluctuate subject to the size and the progress of our
foundation works at a given time thereby affecting our trade receivables balance as at the respective

year end date and the trade receivables turnover days during the Track Record Period.

Our trade receivables turnover days were approximately 22.1 days, 41.2 days, 60.9 days and 36.0
days for the three years ended 31 March 2015 and the six months ended 30 September 2015
respectively. The increase in trade receivables turnover days from approximately 22.1 days for the
year ended 31 March 2013 to approximately 41.2 days for the year ended 31 March 2014 was mainly
attributable to the recognition of our substantial project progress by our customers in the fourth
quarter of the financial year, in particular Project 14 (please refer to the section headed “Business —
Our foundation projects” in this prospectus for further details of Project 14) which commenced in
August 2013 and two written payment approvals with aggregate value of approximately HK$23.6
million were issued by the customer of Project 14 in March 2014.

The increase in trade receivables turnover days from approximately 41.2 days for the year ended
31 March 2014 to approximately 60.9 days for the year ended 31 March 2015 was mainly attributable
to the recognition of our substantial project progress by our customers in the fourth quarter of the
financial year, in particular Project 17 (please refer to the section headed “Business — Our foundation
projects” in this prospectus for further details of Project 17) which commenced in February 2015 and
one of the written payment approvals of approximately HK$37.3 million was issued by the customer
of Project 17 in March 2015. The decrease in trade receivables turnover days from approximately 60.9
days for the year ended 31 March 2015 to approximately 36.0 days for the six months ended 30
September 2015 was mainly attributable to Project 17 which accounted for approximately 60.1% of
our revenue for the six months ended 30 September 2015. The credit term offered to the customer of
Project 17 was 30 days from the date of the customer’s written payment approval. In view of the on
time settlements of progress payments by the customer of Project 17, our trade receivables turnover

days decreased accordingly.
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Our Directors determine specific provision for doubtful debts on a case-by-case basis. During the
Track Record Period, we did not make any provision for doubtful debts in relation to trade and
retention receivables and we did not experience any difficulty in collecting our trade and retention
receivables which caused a significant adverse impact to our business operation. In the event that we
notice any events or changes in circumstances which indicate the balances may not be collectible such
as the customer has any financial or liquidity problem which may result in difficulty in settling the
outstanding payment, relevant provision of impairment of trade and retention receivables would be

made.

The following table illustrates the aging analysis of the trade receivables, based on the progress

payment, as of the end of each reporting dates:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HKS$’000 HKS$’000

0 to 30 days 7,167 35,135 65,480 38,741
31 to 60 days 4,894 5,253 13,343 —
Over 60 days 300 — — 331

12,361 40,388 78,823 39,072

As part of our common business practice, we have entered into a trade receivable factoring
arrangement and transferred certain trade receivables to a bank. If the trade receivables are not paid
at maturity, the bank has the right to request us to pay the unsettled balance. As our Group has not
transferred the significant risks and rewards relating to these trade receivables, we continue to
recognise the full carrying amount of the receivables. Cash received from the bank is recognised as
a loan as disclosed in section headed ‘‘Financial Information — Analysis of various items from the

combined statements of financial position — Bank borrowings”.

As at 31 March 2013, 2014 and 2015 and 30 September 2015, the carrying amount of the trade
receivables that was transferred but was not derecognised amounted to nil, approximately HK$28.8
million, HK$21.0 million and HK$27.8 million respectively. The carrying amount of the factoring
loans financed as at 31 March 2013, 2014 and 2015 and 30 September 2015 was nil, approximately
HK$18.8 million, HK$11.2 million and HK$15.5 million respectively and unutilised factoring loan
facilities from the bank amounting to nil, approximately HK$5.8 million, HK$6.7 million and
HK$15.7 million respectively.
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As at 31 March 2013, 2014 and 2015 and 30 September 2015, our trade receivables of
approximately HK$3.9 million, HK$5.3 million, HK$13.3 million and HK$0.3 million were past due
but not impaired respectively. Our Directors consider that the possibility of default on our trade
receivables that were past due but not impaired was low given the respective settlement history of the
relevant customers. Approximately 99.5% of the trade receivables as at 30 September 2015 were

subsequently settled up to 31 December 2015.

The following table illustrates the aging analysis of the retention receivables which were past

due but not impaired, as at each reporting date:

As at

30

As at 31 March September

2013 2014 2015 2015

HK$’000 HKS$°000 HK$’000 HK$’000

Up to 3 months — — — 2,375
3 to 6 months — 214 — 999
Over 6 months 2,025 3,673 2,568 2,568

2,025 3,887 2,568 5,942

As at 31 March 2013, 2014 and 2015 and 30 September 2015, our retention receivables amounted
to approximately HK$10.4 million, HK$22.4 million, HK$36.7 million and HK$44.5 million
respectively, of which approximately HK$2.0 million, HK$3.9 million, HK$2.6 million and HK$5.9
million were past due but not impaired respectively. The balance of retention receivables as at 30
September 2015 was mainly related to Project 14 and Project 17 (please refer to the section headed
“Business — Our foundation projects” in this prospectus for further details of Project 14 and Project
17) which accounted for approximately 37.1% and 33.6% of our retention receivables as at 30
September 2015 and are expected to be completed in December 2015 and April 2016 accordingly.
Generally, the retention money is released upon expiry of the maintenance period, which is normally

12 months commences upon the date of practical completion.

Our retention receivables as at 30 September 2015 was not released up to 31 December 2015. As
at 30 September 2015, the amounts of retention receivables expected to be recovered after more than

12 months were approximately HK$18.9 million.
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Gross amounts due from/to customers for contract work

Our revenue from foundation contracts is recognised based on the stage of completion of the
contracts. The stage of completion is recorded by reference to construction costs incurred. There is
normally a timing difference between the project progress (in terms of percentage of project
completion) recorded by us and the issuance of written payment approval and billing of our projects.
Our Group records gross amounts due from customers for contract work when the sum of the costs
incurred for a project and the respective recognised profit (less recognised loss) is greater than the
amount of progress billings of the project. On the other hand, our Group records gross amounts due
to customers for contract work when the sum of the costs incurred for a project and the respective
recognised profit (less recognised loss) is less than the amount of progress billings of the project. Our
Group normally submits payment applications to our customers on a monthly basis. The following
table sets forth the amounts due from/to customers for contract work as at each reporting date:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

Gross amounts due from customers for

contract work 17,543 32,187 73,780 71,723
Gross amounts due to customers for contract
work 35,812 24,705 11,274 6,638

The gross amounts due from/to customers for contract work are normally affected by (i) the
amount of works handled by our Group at the time close to the end of each reporting period by
reference to the construction costs incurred for and the budgeted costs of the projects; and (ii) the
timing of issuing written payment approval by our customers for the project progress recorded by us,
which can vary significantly from period to period. The general increasing trend of the amounts due
from customers for contract work during the Track Record Period was positively correlated with the
increase in size of projects undertaken by our Group, such as Project 14 (please refer to the section
headed “Business — Our foundation projects” in this prospectus for further details of Project 14) with
contract value of approximately HK$348.8 million.

Prepayments, deposits and other receivables

Prepayments, deposits and other receivables mainly represent (i) our deposits placed in insurance
companies for issuance of performance bonds of our foundation projects; (ii) prepayments of
insurance such as employees’ compensation insurance and contractor’s all risks insurance for carrying
out foundation works; and (iii) other miscellaneous deposits and prepayments.

As at 30 September 2015, prepayments, deposits and other receivables amounted to
approximately HK$9.1 million which primarily comprised of (i) deposits for the issuance of
performance bond of approximately HK$3.0 million; (ii) the prepayment of insurance of
approximately HK$1.0 million, (iii) the prepaid Listing expenses of approximately HK$1.3 million;
and (iv) deposits to supplier of approximately HK$0.6 million.
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Due from ultimate holding company, due from/to related companies and due from/to Directors

Due from ultimate holding company

- Grace Gain Limited

Due from related companies

- Millions Limited

- Tactful Consultant Services Limited

- Tat Hing Contracting & Engineering
Company Limited

Due from / (to) Directors
- Mr. Yeung
- Mr. Yu

Due to related companies

- China Harbour Enterprises Limited
- Tactful Building Company Limited
- Tactful Group (Holdings) Limited

As at

30

As at 31 March September

2013 2014 2015 2015
HKS$’000 HK$°000 HK$’000 HK$°000
— 23 23 —
2,000 — — —
780 — — —
6,500 4,000 — _
9,280 4,000 — —
(4,053) 6,292 (4,152) —
(236) (334) (335) —
(4,289) 5,958 (4,487) —
(11) — — —
(22,564) (3,808) (11,193) —
(550) — (429) —
(23,125) (3,808) (11,622) —

The amount due from ultimate holding company of approximately HK$23,000, HK$23,000 and
nil as at 31 March 2014 and 2015 and 30 September 2015, which was related to administrative

expenses paid on behalf of the Grace Gain Limited.

During the Track Record Period, our amounts due from related companies mainly represented

advances to Millions Limited, Tactful Consultant Services Limited and Tat Hing Contracting &

Engineering Company Limited, in which Mr. Yeung has beneficial interest, for their daily operations.

The amounts were non-trade in nature, unsecured, interest-free and repayable on demand. Such

amounts were subsequently settled during the years ended 31 March 2014 and 2015.
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During the Track Record Period, amounts due to related companies mainly represented short term
advances for working capital of our Group, and were unsecured, interest-free and repayable on
demand. All amounts due from/to ultimate holding company, related companies and Directors were
fully settled in September 2015.

Pledged bank deposits

The pledged bank deposits of our Group are pledged to banks for securing banking facilities
granted to our Group. The significant increase in pledged bank deposits from approximately HK$2.3
million as at 31 March 2013 to approximately HK$21.8 million as at 31 March 2014 and 2015 was
mainly due to the increase in banking facilities granted to our Group for the two years ended 31 March
2015. The decrease in pledged bank deposits from approximately HK$21.8 million as at 31 March
2015 to approximately HK$12.4 million as at 30 September 2015 was mainly attributable to different
pledged deposits requirements of banks. Further details on our bank borrowings are set out in the
section headed ‘“‘Financial information — Analysis of various items from the combined statements of

financial position — Bank borrowings’’ in this prospectus.

Trade and retention payables

Our trade and retention payables are principally related to the purchase of construction materials,
works performed by subcontractors and retention monies in relation to our subcontractors for
completed projects and projects in progress. The following table sets out the breakdown of trade and

retention payables as at each reporting date:

As at

30

As at 31 March September

2013 2014 2015 2015

HK$000 HK$°000 HK$’000 HK$’000

Trade payables 9,816 39,480 76,074 47,672
Retention payables 4,006 7,713 12,463 16,418
13,822 47,193 88,537 64,090

As our foundation business operates on a non-recurring and project-by-project basis, our cost of
sales may fluctuate subject to the size and the progress of our foundation projects at a given time

thereby affecting our trade and retention payables balance as at the end of each reporting period.
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Trade payables increased significantly from approximately HK$9.8 million as at 31 March 2013
to approximately HK$39.5 million as at 31 March 2014, and to approximately HK$ 76.1 million as
at 31 March 2015. Such increase as at 31 March 2013, 2014 and 2015 was mainly due to the increases
in purchase of construction materials, parts and consumables for our machinery and subcontracting
charges for handling our larger size projects, in particular Project 6, Project 14 and Project 17 with
contract values of approximately HK$106.0 million, HK$348.8 million and HK$302.5 million
respectively. The total construction costs for these projects were approximately HK$56.7 million and
HK$195.4 million for the year ended 31 March 2014 and 2015 respectively, representing
approximately 30.2% and 68.1% of our cost of sales for the same periods respectively. In addition, our
significant progress for several projects in the respective fourth quarter of the years ended 31 March
2014 and 2015 resulting in relatively high consumption of construction materials and subcontracting
services was also a factor for the increase in our trade payables as at 31 March 2014 and 2015. The
decrease in trade payables as at 30 September 2015 was mainly due to the decrease in purchase of
construction materials, parts and consumables for our machinery and subcontracting charges for
handling several projects, which include Project 12, Project 14, Project 15 and Project 17, in
September 2015 as compared to the previous months. Further details of the aforesaid projects are set
out in the section headed “Business — Our foundation projects” in this prospectus.

Retention payables represent money withheld by us when making interim payment to some of our
subcontractors. Such requirement is the one of the terms of our standard subcontract. The retention
money is 10% of each interim payment paid to our subcontractors and up to a maximum limit of 5%
of the total subcontract sum. In most cases, the retention money is released within three months upon
expiry of the maintenance period, which is normally 12 months commences upon the date of
completion. The retention payables amounted to approximately HK$4.0 million, HK$7.7 million,
HK$12.5 million and HK$16.4 million as at 31 March 2013, 2014 and 2015 and 30 September 2015
respectively, representing an increasing trend resulted from the increase in amount of works
subcontracted to our subcontractors to cope with our revenue growth over the Track Record Period.

The following table sets out the turnover days of trade payables (calculated as the average of
beginning and ending trade payable balances for the year/period, divided by cost of sales for the
year/period, multiplied by the number of days in the year/period, i.e. 365/180 days) for the year/period

indicated:
For the six
months ended
For the year ended 31 March 30 September
2013 2014 2015 2015
Trade payables turnover days 19.6 47.9 73.5 47.8

Our materials suppliers normally grant credit period of 14 to 90 days from the invoice or delivery
date of the relevant purchases to us. For subcontractors, we normally make payments to our
subcontractors within 30 calendar days upon receiving the payment application for payment from
them. Our trade payables turnover days increased from approximately 19.6 days for the year ended 31
March 2013 to approximately 47.9 days for the year ended 31 March 2014 and further to
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approximately 73.5 days for the year ended 31 March 2015. The increase in trade payables turnover
days from approximately 19.6 days for the year ended 31 March 2013 to approximately 47.9 days for
the year ended 31 March 2014 was mainly attributable to the payment applications submitted by our
subcontractors in relation to their completed works in the fourth quarter of the financial year; for
instance, Project 14 (please refer to the section headed “Business — Our foundation projects” in this
prospectus for further details of Project 14) which commenced in August 2013 and several payment
applications with aggregate amount of approximately HK$8.5 million were received from our
subcontractors in late March 2014.

The increase in trade payables turnover days from approximately 47.9 days for the year ended
31 March 2014 to approximately 73.5 days for the year ended 31 March 2015 was mainly attributable
to the significant increase in our trade payables. Such increase was due to (i) our significant progress
for several projects, in particular Project 14, in the fourth quarter of the year ended 31 March 2015
resulting in relatively high consumption of construction materials and subcontracting services; (ii) the
significant amounts of construction materials ordered by us in the fourth quarter of year ended 31
March 2015 for our new projects, in particular Project 17 which commenced in February 2015; and
(iii) the additional time used for following up some payment applications which was due to the
prolonged process in agreeing the application amounts with several subcontractors. The decrease in
trade payables turnover days from approximately 73.5 days for the year ended 31 March 2015 to
approximately 47.8 days for the six months ended 30 September 2015 was mainly attributable to
subcontractor N, a new subcontractor and also one of our five largest subcontractors for the six months
ended 30 September 2015, who agreed a payment term with our Group which the payment application
would be submitted twice a month in respect of the site works handled for Project 17 and settlement
would be made within 30 calendar days upon receiving the payment application. Accordingly, our
trade payables turnover days decreased for the six months ended 30 September 2015. Our Directors
confirm that such exceptional payment term is specifically for subcontractor N in Project 17 and one
of our other subcontractors in Project 16 only. Further details of the aforesaid projects are set out in
the section headed “Business — Our foundation projects” in this prospectus.

The following table illustrates the aging analysis of the trade payables based on the date of
receipt of goods/services:

As at

30

As at 31 March September

2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

0 to 30 days 9,320 27,670 46,970 32,494
31 to 60 days 224 8,049 16,305 7,161
61 to 90 days 9 2,782 8,065 2,422
Over 90 days 263 979 4,734 5,595

9,816 39,480 76,074 47,672

— 183 —



FINANCIAL INFORMATION

The majority of trade payables as at 31 March 2013, 2014 and 2015 and 30 September 2015 were
current or aged less than 60 days. Approximately 85.8% of trade payables as at 30 September 2015
were subsequently settled up to 31 December 2015.

Accruals and other payables

The following table sets out a breakdown of our accruals and other payables as at each reporting
date:

As at

As at 31 March 30 September

2013 2014 2015 2015

HK$°000 HK$’000 HK$’000 HK$°000

Accruals 395 580 2,318 4,213
Other payables 965 950 4,250 950
1,360 1,530 6,568 5,163

Accruals mainly represented (i) accruals for staff salaries and allowances; (ii) auditors’
remuneration; and (iii) accrued bonus. Accruals increased from approximately HK$0.6 million as at
31 March 2014 to approximately HK$2.3 million as at 31 March 2015 and further to approximately
HK$4.2 million as at 30 September 2015 was mainly attributable to the increase in accrued bonus and
salaries to our staff and provision for professional service fees. As at 31 March 2015, other payables
mainly represented payment in advance received from a customer for carrying out our foundation

projects.

Provisions

Our provisions are principally related to liquidated damage on construction contracts. Our
contracts include a liquidated damages clause where if we fail to complete the foundation work set out
in the contracts within the stipulated time and/or cause unnecessary delay to project completion that
result in economic damages imposed on our customers, we shall reimburse our customers for some or

all of the incurred damages.

The increase in provisions for the year ended 31 March 2014 was due to the potential liquidated
damage claim for a project, namely Project 8 (please refer to the section headed “Business — Our
foundation projects” in this prospectus for further details of Project 8), which we estimated our
Group’s liability arising from the delay on completion of foundation works for the said project,
determined on the basis of the number of additional workdays caused by the delay in project
completion and relevant clause set out in the contract entered between our Group and the respective
customer. Such provision was reversed during the year ended 31 March 2015 as the customer agreed

that our Group was not responsible for such delay.
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Finance lease payables

During the Track Record Period, our Group acquired certain property, plant and equipment by
way of finance leases, under which our Group purchased certain property, plant and equipment from
suppliers, sold them to bankers (the lessors) and the bankers leased back those property, plant and
equipment to our Group at stipulated monthly rents in a fixed term. Under these finance leases, we
were given options to purchase these property, plant and equipment at a nominal amount at the end
of the lease term. The following table sets out a breakdown of our finance lease payables as at each

reporting date:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HK$000 HKS$000

Present value of minimum lease payments:

Within one year — 1,102 6,070 7,090
In the second to fifth years, inclusive — 2,995 12,746 11,952
Present value of lease obligations — 4,097 18,816 19,042
Less: Amount due for settlement within 12

months (shown under current liabilities) — (4,097) (18,428) (18,707)
Amount due for settlement after 12 months — — 388 335

The finance leases payables were nil, approximately HK$4.1 million, HK$18.8 million and
HK$19.0 million as at 31 March 2013, 2014 and 2015 and 30 September 2015 respectively. Such
increase was mainly due to an increase in number of new finance leases upon purchases of machinery
such as hydraulic hammer and crane. The net book value of property, plant and equipment under
finance leases amounted to nil, approximately HK$5.6 million, HK$26.3 million and HK$29.5 million
as at 31 March 2013, 2014 and 2015 and 30 September 2015 respectively. The average lease term was
nil, 4 years, 4 years and 4 years for the three years ended 31 March 2015 and the six months ended
30 September 2015 respectively. As at 31 March 2013, 2014 and 2015 and 30 September 2015, interest
rates were either fixed at the contract dates or floating rates. As at 31 March 2013, 2014 and 2015 and
30 September 2015, the average effective borrowing rate was nil, 4.75%, 3.70% and 3.53%
respectively. All finance leases were on a fixed repayment basis and no arrangements have been

entered into for contingent rental payments.

During the Track Record Period, our Group’s finance lease payables were secured by the
personal guarantees provided by Mr. Yeung and the corporate guarantees provided by our Company’s
subsidiaries. Personal guarantees provided by Mr. Yeung will be replaced by corporate guarantees

provided by our Company upon Listing.
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Bank borrowings

During the Track Record Period, our Group’s bank borrowings included bank loans, trust receipt
loans, factoring loans and bank overdrafts. Our bank borrowings were mainly to finance the working
capital of our Group. All our bank borrowings were denominated in Hong Kong dollar and were
arranged at floating rates. The following table sets out a breakdown of our bank borrowings by loan

type as at each reporting date:

As at 30
As at 31 March September
2013 2014 2015 2015

HK$’000 HK$’000 HKS$’000 HK$’000

Bank loans 3,224 7,824 3,414 2,917
Trust receipt loans — 17,306 21,480 7,656
Factoring loans — 18,757 11,201 15,526
Bank overdrafts — 483 2,669 —

3,224 44,370 38,764 26,099

Bank loans

As at 31 March 2013, 2014 and 2015 and 30 September 2015, our Group had bank loans of
approximately HK$3.2 million, HK$7.8 million, HK$3.4 million and HK$2.9 million respectively,
which were primarily utilised for working capital purposes. The average interest rates of our bank
loans as at 31 March 2013, 2014 and 2015 and 30 September 2015 were 4.75%, 4.69%, 4.00% and
4.00% per annum respectively.

Trust receipt loans

As at 31 March 2013, 2014 and 2015 and 30 September 2015, our Group had trust receipt loans
of nil, approximately HK$17.3 million, HK$21.5 million and HK$7.7 million respectively, which were
primarily raised for working capital purposes and repayment of the amounts due to our
suppliers/subcontractors. The average interest rates of our trust receipt loans as at 31 March 2013,
2014 and 2015 and 30 September 2015 were nil, 3.48%, 3.59% and 3.77% per annum respectively.

Factoring loans

As at 31 March 2013, 2014 and 2015 and 30 September 2015, our Group had factoring loans of
nil, approximately HK$18.8 million, HK$11.2 million and HK$15.5 million respectively, which were
primarily utilised for working capital purposes. The average interest rates of our factoring loans as at
31 March 2013, 2014 and 2015 and 30 September 2015 were nil, 2.01%, 2.06% and 2.46% per annum
respectively.
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Bank overdrafts

As at 31 March 2013, 2014 and 2015 and 30 September 2015, our Group had bank overdrafts of
nil, approximately HK$0.5 million, HK$2.7 million and nil respectively, which were primarily utilised

for short term working capital purposes. The average interest rates of our bank overdrafts as at 31
March 2013, 2014 and 2015 and 30 September 2015 were nil, 5.25%, 5.25% and nil per annum
respectively.

Our bank borrowings amounted to approximately HK$3.2 million, HK$44.3 million, HK$38.8
million and HK$26.1 million as at 31 March 2013, 2014 and 2015 and 30 September 2015
respectively.

Our Group’s banking facilities were secured by:

(i)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

our Group’s trade receivables of nil, approximately HK$28.8 million, HK$21.0 million and
HK$27.8 million as at 31 March 2013, 2014 and 2015 and 30 September 2015 respectively;

our Group’s pledged bank deposits of approximately HK$2.3 million, HK$21.8 million,
HK$21.8 million and HK$12.4 million as at 31 March 2013, 2014 and 2015 and 30
September 2015 respectively;

our Group’s property, plant and machinery of nil, approximately HK$5.6 million, HK$26.3
million and HK$29.5 million as at 31 March 2013, 2014 and 2015 and 30 September 2015
respectively;

a property owned by a related company of the Group, which is controlled by Mr. Yeung, the
Controlling Shareholder and executive Director of our Company. Such security was
released during the six months ended 30 September 2015;

personal guarantees executed by Mr. Yeung of approximately HK$4.9 million, HK$82.6
million, HK$113.3 million and HK$106.7 million as at 31 March 2013, 2014 and 2015 and
30 September 2015 respectively. Guarantee of approximately HK$2.9 million was
subsequently released upon settlement of the bank loan;

personal guarantees executed by a former director of a subsidiary of our Company (the
“former director”) of approximately HK$12.6 million, HK$16.3 million and HK$12.9
million as at 31 March 2013, 2014 and 2015 respectively. Such personal guarantees were
released during the six months ended 30 September 2015;

personal guarantees executed jointly and severally by Mr. Yeung and the former director of
approximately HK$30.0 million and HK$30.0 million as at 31 March 2013 and 2014
respectively. Such personal guarantees were released during the year ended 31 March 2015;

(viii)corporate guarantees executed by Tactful Building. Such corporate guarantees were

released in March 2015; and
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(ix) guarantees executed by the Government under Special Loan Guarantee Scheme and Small
and Medium Enterprise Loan Guarantee Scheme. The guarantees under special Loan
Guarantee Scheme were released during the year ended 31 March 2015.

Personal guarantees provided by Mr. Yeung in respect of all bank borrowings will be released and

replaced by corporate guarantees provided by our Company upon Listing.

The following table sets forth the maturity profile of our bank borrowings (based on the

scheduled repayment terms set out in the banking facilities agreements) as at each reporting date:

As at

As at 31 March 30 September

2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

On demand or within one year 1,684 40,957 36,353 24,205
In the second year 1,540 1,003 1,045 1,066
In the third to fifth years, inclusive — 2,410 1,366 828
3,224 44,370 38,764 26,099

During the year ended 31 March 2014, our Group breached certain covenant clauses in a bank
loan agreement in relation to the maintenance of the debt to equity ratio of a subsidiary of our Group
and capped limit of the balances due from/(to) related parties. As a result, for the year ended 31 March
2014, the bank loan of approximately HK$7.5 million was subject to an early repayment option
exercisable by the bank. Such bank loan was classified as a current liability as at 31 March 2014. The
required debt to equity ratio and capped limit of the balances due from/(to) related parties were

subsequently maintained by our Group and no early repayment option was exercised by the bank.

Further information is set out in the section headed ‘‘Notes to the financial information — Bank

borrowings’ in Appendix I to this prospectus.
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NET CURRENT (LIABILITIES)/ASSETS

The following table sets forth the breakdown of our Group’s current assets and liabilities as at
31 March 2013, 2014 and 2015, 30 September 2015 and 31 January 2016:

As at As at
30 31
As at 31 March September  January
2013 2014 2015 2015 2016
HK$’000 HK$’000 HK$'000 HK$'000 HK$’ 000
(unaudited)
Current assets
Inventories 2,869 1,621 369 392 392
Trade and retention receivables 22,770 62,837 115,546 83,591 84,427
Gross amounts due from customers for
contract work 17,543 32,187 73,780 71,723 95,625
Prepayments, deposits and other
receivables 5,303 5,411 6,733 9,128 5,415
Due from ultimate holding company — 23 23 — —
Due from related companies 9,280 4,000 — — —
Due from a Director — 6,292 — — —
Current tax assets 339 218 — — —
Pledged bank deposits 2,306 21,768 21,783 12,351 12,366
Bank and cash balances 14,151 16,358 5,936 8,478 31,014
74,561 150,715 224,170 185,663 229,239
Current liabilities
Trade and retention payables 13,822 47,193 88,537 64,090 64,125
Gross amounts due to customers for
contract work 35,812 24,705 11,274 6,638 620
Accruals and other payables 1,360 1,530 6,568 5,163 11,098
Due to Directors 4,289 334 4,487 — —
Due to related companies 23,125 3,808 11,622 — —
Finance lease payables — 4,097 18,428 18,707 16,327
Provisions 67 4,294 61 — —
Current tax liabilities — — 1,832 8,965 5,557
Bank borrowings 3,224 44,370 38,764 26,099 70,734
81,699 130,331 181,573 129,662 168,461
Net current (liabilities)/assets (7,138) 20,384 42,597 56,001 60,778
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As at 31 March 2013, we had net current liabilities of approximately HK$7.1 million. The key
components of our current assets as at 31 March 2013 included trade and retention receivables of
approximately HK$22.8 million, bank and cash balances of approximately HK$14.2 million, gross
amounts due from customers for contract work of approximately HK$17.5 million and due from
related companies of approximately HK$9.3 million. The key components of our current liabilities as
at 31 March 2013 included due to related companies of approximately HK$23.1 million, trade and
retention payables of approximately HK$13.8 million, gross amounts due to customers for contract
work of approximately HK$35.8 million, due to Directors of approximately HK$4.3 million and bank

borrowings of approximately HK$3.2 million.

The net current liabilities position as at 31 March 2013 was primarily attributable to the short
term advances from our related companies of approximately HK$23.1 million as at 31 March 2013 for

our business operation, and were unsecured, interest free and repayable on demand.

As at 31 March 2014, we ceased to be in a net current liabilities position and we recorded net
current assets of approximately HK$20.4 million. Such improvement in our net current assets position
was primarily attributable to (i) our revenue growth of approximately 33.7% for the year ended 31
March 2014 as compared to the year ended 31 March 2013 resulting in the significant increase in our
current assets, including an increase in our trade and retention receivables from approximately
HK$22.8 million as at 31 March 2013 to approximately HK$62.8 million as at 31 March 2014 and an
increase in our gross amounts due from customers for contract work from approximately HK$17.5
million as at 31 March 2013 to approximately HK$32.2 million as at 31 March 2014; and (ii) a
decrease in our amounts due to related companies from approximately HK$23.1 million as at 31 March
2013 to approximately HK$3.8 million as at 31 March 2014 due to partial settlement. These were
partially offset by (i) an increase in trade and retention payables from approximately HK$13.8 million
as at 31 March 2013 to approximately HK$47.2 million as at 31 March 2014 which was generally in
line with our revenue growth for the year ended 31 March 2014; (ii) an increase in finance lease
payables from nil as at 31 March 2013 to approximately HK$4.1 million as at 31 March 2014 resulting
from the purchase of a machinery under finance lease during the year ended 31 March 2014; and (iii)
an increase in bank borrowings from approximately HK$3.2 million as at 31 March 2013 to
approximately HK$44.4 million as at 31 March 2014 resulting from the increase in banking facilities

granted to Group during the year ended 31 March 2014.

Our net current assets increased by approximately 109.0% from approximately HK$20.4 million
as at 31 March 2014 to approximately HK$42.6 million as at 31 March 2015. The increase was mainly
due to (i) an increase in trade and retention receivables of approximately HK$52.7 million as a result
of our revenue growth of approximately 53.0% for the year ended 31 March 2015; and (ii) a decrease
in bank borrowings of approximately HK$5.6 million as a result of the repayment of bank loans during
the year ended 31 March 2015. Such effect were partially offset by an increase in finance lease
payables within 12 months of approximately HK$14.3 million due to the purchase of a motor vehicle

and certain machineries under finance leases for the year ended 31 March 2015.
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Our net current assets increased by approximately 31.5% from approximately HK$42.6 million
as at 31 March 2015 to approximately HK$56.0 million as at 30 September 2015. The increase was
mainly due to (i) a decrease in trade and retention payables of approximately HK$24.4 million; (ii)
a decrease in bank borrowings from approximately HK$38.8 million as at 31 March 2015 to
approximately HK$26.0 million as at 30 September 2015 as a result of the repayment of loans during
the six months ended 30 September 2015; and (iii) a decrease in amount due to related companies from
approximately HK$11.6 million as at 31 March 2015 to nil as at 30 September 2015, due to the full
settlement during the six months ended 30 September 2015, offset by a decrease in trade and retention
receivables of approximately HK$32.0 million.

As at 31 January 2016, we had net current assets of approximately HK$60.8 million, representing
an increase of approximately 8.6% from approximately HK$56.0 million as at 30 September 2015. The
key components of our current assets as at 31 January 2016 included trade and retention receivables
of approximately HK$84.4 million, gross amounts due from customers for contract work of
approximately HK$95.6 million and pledged bank deposits of approximately HK$12.4 million. The
key components of our current liabilities as at 31 January 2016 included trade and retention payables
of approximately HK$64.1 million, bank borrowings of approximately HK$70.7 million and finance
lease payables of approximately HK$16.3 million.

PERFORMANCE BONDS

For certain of our foundation contracts, we are required to have stipulated value of performance
bonds with insurers made in favour to our customers, which will remain in effect until the return of
the performance bonds or upon expiry of the bonds, which is upon completion of the project. Our
customers may utilise the performance bonds to make good any loss or damages sustained as a result
of any breach of the contract with them due to us, including any liquidated damages.

At the end of the reporting period, our Group has provided guarantees to insurers as follows:

As at 30
As at 31 March September
2013 2014 2015 2015
HK$’000 HKS$’000 HK$’000 HK$’000
Guarantees on performance bonds for
construction contracts 16,150 51,786 41,777 8,711

Our performance bonds from insurance companies were secured by:

(i) our Group’s other receivables of approximately HK$1.7 million, HK$3.0 million, HK$3.0
million and HK$3.0 million as at 31 March 2013, 2014 and 2015 and 30 September 2015
respectively;

(ii) cash collateral paid by Mr. Yeung of approximately HK$2.6 million and HK$2.6 million as

at 31 March 2013 and 2014 respectively. Such cash collateral was released during the year
ended 31 March 2015;
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(iii) personal guarantees executed by Mr. Yeung of approximately HK$8.7 million and HK$8.7
million as at 31 March 2015 and 30 September 2015 respectively; and

(iv) personal guarantees executed jointly and severally by Mr. Yeung and the former director of
a subsidiary of our Company of approximately HK$14.4 million and HK$18.7 million as at
31 March 2013 and 2014 respectively. Such personal guarantees were released during the
year ended 31 March 2015.

As at 31 March 2013, 2014 and 2015 and 30 September 2015, there were 3, 4, 3 and 2 projects
which required to have performance bonds. There was no claim on the performance bonds during the
Track Record Period. Personal guarantees provided by Mr. Yeung in respect of all performance bonds

will be released and replaced by corporate guarantees provided by our Company upon Listing.

INDEBTEDNESS AND CONTINGENT LIABILITIES

At the close of business on 31 January 2016, being the latest practicable date on which such
information was available to us, our Group had outstanding bank borrowings, finance lease payables
and unutilised banking facilities of approximately HK$70.7 million, HK$16.6 million and HK$16.4
million respectively, which were secured by (i) our Group’s trade receivables of approximately
HK$23.8 million; (ii) our Group’s pledged bank deposits of approximately HK$12.4 million; (iii) our
Group’s property, plant and equipment of approximately HK$28.8 million; (iv) personal guarantees
executed by Mr. Yeung of approximately HK$117.6 million; and (v) guarantees executed by the
Government under Small and Medium Enterprise Loan Guarantee Scheme. The interest rates of our
bank borrowings and finance lease payables ranged from 2.4% to 4.8% as at 31 January 2016. As at
the Latest Practicable Date, the loan under the Small and Medium Enterprise Loan Guarantee Scheme
was settled.

As at 31 January 2016, our Group had outstanding performance bonds of approximately HK$8.7
million. The performance bonds were secured by (i) our Group’s other receivables of approximately
HK$3.0 million; and (ii) personal guarantees executed by Mr. Yeung of approximately HK$8.7
million.

The aforementioned personal guarantees provided by Mr. Yeung will be released and replaced by
corporate guarantees provided by our Company upon Listing.

During the Track Record Period and up to the Latest Practicable Date, our Group was engaged
in two arbitration proceedings in Hong Kong. Owing to the Arbitration Ordinance (Chapter 609 of the
Laws of Hong Kong) and the relevant arbitral rules, all information about the arbitrations must remain
confidential. Taking into account the respective amounts contested in these two arbitration
proceedings and the nature of the arbitration proceedings, our Directors are of the view that these two
arbitration proceedings do not have any material financial and operation impact on our Group. On the
other hand, pursuant to the Deed of Indemnity, our Controlling Shareholders have irrevocably and
unconditionally, jointly and severally, agreed to indemnify our Group against, among others, all loss
and damages arising from these arbitration proceedings commenced before the Listing Date.
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Save as disclosed above, we did not have, at the closure of business on 31 January 2016, any loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptance credits, debentures, mortgages, charges,
finance lease commitments, guarantees or other material contingent liabilities. Our Directors confirm
that (i) there had not been any material change in our indebtedness and contingent liabilities since 31
January 2016 and up to the Latest Practicable Date; (ii) the bank borrowings and bank facilities are
subject to the standard banking conditions and covenants; (iii) save as disclosed in the paragraph
headed ‘‘Bank borrowings’’ in this section, our Group had complied with all of the covenants under
our bank borrowings during the Track Record Period; (iv) our Group had not received any notice from
any bank indicating that it might withdraw or downsize the bank borrowings and bank facilities; and
(v) our Group did not have any material external debt financing plans as at the Latest Practicable Date.

WORKING CAPITAL

Our Directors confirm that, taking into consideration the financial resources presently available
to us, including bank borrowings and other internal resources, and the estimated net proceeds of the
Share Offer, we have sufficient working capital for our present requirements for at least the next 12
months commencing on the date of this prospectus.

CAPITAL EXPENDITURE AND COMMITMENTS

Our capital expenditure primarily comprise purchase of machineries, such as pile driver and
hydraulic hammer. Our capital expenditure was funded by internal resources and finance lease
arrangement during the Track Record Period. The following table sets forth our Group’s capital
expenditure during the Track Record Period:

Six months

end 30

Year ended 31 March September

2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

Property, plant and equipment 602 6,445 29,771 7,026

The following table sets forth our capital commitments contracted for at the end of the reporting
period but not yet incurred:

As at

As at 31 March 30 September

2013 2014 2015 2015

HK$’000 HKS$’000 HK$’000 HKS$’000

Property, plant and equipment — — 3,102 528

— 193 —



FINANCIAL INFORMATION

CONTRACTUAL COMMITMENTS

Our Group as lessee

At the end of each of the Track Record Period, our Group had total future minimum lease

payment under a non-cancellable operating lease payable as follows:

As at

As at 31 March 30 September

2013 2014 2015 2015

HK$’000 HK$°000 HK$’000 HK$°000

Within one year 1,445 985 1,445 1,325
In the second to fifth years, inclusive 745 160 857 214
2,190 1,145 2,302 1,539

Operating lease payments mainly represent rentals payable by our Group for certain of our office
and warehouses. Leases are negotiated for an average term of two years and rentals are fixed over the

lease terms and do not include contingent rentals.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

Except for the capital and contractual commitments set forth above, our Group has not entered

into any off-balance sheet transactions or arrangements as at Latest Practicable Date.

CAPITAL MANAGEMENT AND FINANCIAL RISK MANAGEMENT

Capital management

Our Group actively and regularly reviews and manages our capital structure in order to maintain
a balance between the higher shareholder returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in economic conditions. Our Group monitors

our capital structure on the basis of the gearing ratio.

Financial risk management

Our Group is exposed to foreign currency risk, credit risk, liquidity risk and interest rate risk in
the normal course of business. Further details on our financial risk management policies and practices
are set out in the section headed ‘“Notes to the financial information — Financial risk management”’

in Appendix I to this prospectus.
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DIVIDEND POLICY

In September 2015, our Group’s subsidiary, K. H. Holdings, declared and approved a special
dividend of HK$25.2 million. Such dividend was paid to the then shareholder during the Track Record
Period and settled by our Group’s internal resources. Our Directors consider that there was no material
adverse impact on our Group’s financial and liquidity position arising out of the dividend payment.
Subsequent to the Listing, our Group does not have any pre-determined dividend distribution ratio.

In future, dividends may be paid out by way of cash or by other means that we consider
appropriate. Declaration and payment of any dividends would require the recommendation of the
Board and will be at their discretion. In addition, any final dividend for a financial year will be subject
to Shareholders’ approval. A decision to declare or to pay any dividend in the future, and the amount
of any dividends, depends on a number of factors, including our results of operations, financial
condition, the payment by our subsidiaries of cash dividends to us, and other factors the Board may
deem relevant. There will be no assurance that our Company will be able to declare or distribute any
dividend in the amount set out in any plan of the Board or at all. The dividend distribution record in
the past may not be used as a reference or basis to determine the level of dividends that may be
declared or paid by the Board in the future.

DISTRIBUTABLE RESERVES

Our Company was incorporated on 23 July 2015 and there was no distributable reserves as at 31
March 2013, 2014 and 2015 and 30 September 2015, respectively.

UNAUDITED PRO FORMA ADJUSTED COMBINED NET TANGIBLE ASSETS

The unaudited pro forma financial information has been prepared, on the basis of the notes set
out below, to illustrate how the Share Offer may have affected the net tangible assets attributable to
owners of our Company had it occurred as of 30 September 2015. It has been prepared for illustrative
purpose only and, because of its nature, may not give a true picture of the financial position of our
Group.

Audited
combined net
tangible assets

attributable to Unaudited pro
owners of the Estimated net Unaudited pro forma adjusted
Company as of proceeds from forma adjusted net tangible
30 September the Share net tangible assets per
2015 Offer® assets Share®
HK$’000 HK$’000 HK$°000 HKS$
Based on an Offer Price
of HK$0.80 per Share 97,442 67,209 164,651 0.41
Based on an Offer Price
of HK$0.95 per Share 97,442 81,834 179,276 0.45
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Notes:

(1)  The audited combined net tangible assets attributable to owner of our Company as at 30 September 2015 is extracted from
the Accountants’ Report of our Company as set out in Appendix I to this prospectus, which is based on the audited
combined net assets of our Group attributable to equity holders of our Company as at 30 September 2015 of
HK$97,442,000.

(2)  The adjustment to the pro forma statement of net tangible assets reflects the estimated proceeds from the Share Offer
to be received by our Company. The estimated proceeds from the Share Offer is based on the Offer Price of HK$0.80
and HK$0.95, respectively, being the lower and higher end price of the stated Offer Price range, and 100,000,000 Shares,
net of underwriting fee and other estimated issue expenses (taking into account the effect of listing-related expenses
which have been accounted for prior to 30 September 2015) of approximately HK$12.8 million and HK$13.2 million,
respectively, and takes no account of any Shares which may fall to be issued upon the exercise of the Offer Size

Adjustment Option.

(3)  The unaudited pro forma adjusted net tangible assets and the amounts per Share are arrived at after the adjustments
referred to in the preceding paragraphs and on the basis that 400,000,000 shares are expected to be in issue following
the Share Offer (including 100,000,000 shares newly issued upon the Share Offer) had been completed on 30 September
2015 and respective Offer Price of HK$0.80 and HK$0.95 per Share, and takes no account of any Shares which may fall
to be issued upon the exercise of the Offer Size Adjustment Option.

(4)  No adjustment has been made to reflect any trading result or other transactions of our Group enter into subsequent to
30 September 2015.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

We confirm that as at the Latest Practicable Date, there were no circumstances which, had we
been required to comply with Rules 13.13 to 13.19 in Chapter 13 of the Listing Rules, would have
given rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

RELATED PARTY TRANSACTIONS

During the Track Record Period, our Group entered into certain related party transactions
including certain connected transactions which will be continued after the Listing, details of which are
set out in the section headed ‘“‘Connected Transactions’’ in this prospectus and ‘‘Notes to the financial
information — Related party transactions’ in Appendix I to this prospectus. Our Directors confirm
that these related party transactions were conducted on normal commercial terms and they would not
distort our track record results or make our historical results not reflective of our future performance.

NO MATERIAL ADVERSE CHANGE

Save for the professional fees of approximately HK$18.3 million estimated to be incurred in
connection with the Listing, of which approximately HK$9.3 million will be recorded in our profit or
loss for the year ending 31 March 2016, our Directors confirm that there has been no material adverse
change in the operation, financial or trading position or prospects of our Group since 30 September
2015 (being the date to which the latest audited combined financial statements of our Group were
prepared) and up to the date of this prospectus, and there is no event since 30 September 2015 and
up to the date of this prospectus which would materially affect the information shown in the
Accountants’ Report set out in Appendix I to this prospectus.
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OTHER KEY FINANCIAL RATIOS

As at/For the
six months

As at/For the year ended 31 ended 30

March September

2013 2014 2015 2015

Current ratio ' 0.91 times 1.16 times 1.23 times 1.43 times
Quick ratio 2 0.88 times 1.14 times 1.23 times 1.43 times
Gearing ratio ° 811.2% 154.9% 91.5% 46.3%
Debt to equity ratio * 375.5% 42.6% 57.1% 25.0%
Interest coverage ° 33.6 times 48.2 times 32.1 times 52.7 times
Return on total assets ° 13.6% 18.4% 17.6% 18.3%
Return on equity ’ 307.2% 88.9% 57.8% 43.2%
Net profit margin ® 6.6% 12.9% 13.0% 14.3%

Notes:

Current ratio is calculated based on the total current assets divided by the total current liabilities as at the end of each

reporting period during the Track Record Period.

Quick ratio is calculated based on total current assets less inventories and then divided by the total current liabilities as

at the end of each reporting period.

Gearing ratio is calculated based on total borrowings divided by the total equity as at the end of each reporting period
and multiplied by 100%. Total borrowings include bank borrowings, amounts due to Directors, amounts due to related

companies and finance lease payables.

Debt to equity ratio is calculated by the net debt divided by the total equity as at the end of each reporting period and
multiplied by 100%. Net debt is calculated as total borrowings less cash and bank balances. Total borrowings included
bank borrowings, finance lease payables, amounts due to Directors and amounts due to related companies. Cash and bank

balances included pledged bank deposits and bank and cash balances.

Interest coverage is calculated by the profit before interest and tax divided by the summation of interest expenses and

interest expenses included in cost of sales for each reporting period.

Return on total assets is calculated by the profit for each reporting period divided by the total assets as at the end of each

reporting period and multiplied by 100%.

Return on equity is calculated by the profit for each reporting period divided by the total equity as at the end of each
reporting period and multiplied by 100%.

Net profit margin is calculated by the profit for each reporting period divided by the revenue for each reporting period

and multiplied by 100%.
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Current ratio and Quick ratio

Our current ratio increased from approximately 0.91 times as at 31 March 2013 to approximately
1.16 times, 1.23 times and 1.43 times as at 31 March 2014 and 2015 and 30 September 2015
respectively, while the quick ratio was approximately 0.88 times, 1.14 times, 1.23 times and 1.43 times
as at 31 March 2013, 2014 and 2015 and 30 September 2015 respectively. Our current ratio and quick
ratio increased over the Track Record Period mainly due to the fact that our current liabilities did not
increase as much as our current assets growth in terms of amount and percentage. The increase in our
current assets as at 31 March 2014 and 2015 was mainly caused by the increase in trade and retention
receivables as a result of our revenue growth over the Track Record Period. The decrease in our
current liabilities as at 30 September 2015 was mainly due to the decrease in our bank borrowings and
amounts due to Directors and related companies. Further details of revenue growth are set out in the

section headed ‘“‘Financial information — Period-to-period comparison of results of operations”.

Gearing ratio

Our gearing ratio was approximately 811.2%, 154.9%, 91.5% and 46.3% as at 31 March 2013,
2014 and 2015 and 30 September 2015 respectively. Our gearing ratio decreased over the Track
Record Period as the total equity of our Group increased notably, resulting from (i) the increase in our
net profit from approximately HK$11.6 million for the year ended 31 March 2013 to approximately
HK$30.2 million for the year ended 31 March 2014 and further to approximately HK$46.6 million for
the year ended 31 March 2015; and (ii) the increase in our net profit from approximately HK$21.3
million for the six months ended 30 September 2014 to approximately HK$42.1 million for the six
months ended 30 September 2015. Furthermore, our bank borrowings and amounts due to Directors

and related companies decreased as at 30 September 2015.

Debt to equity ratio

Our debt to equity ratio was approximately 375.5%, 42.6%, 57.1% and 25.0% as at 31 March
2013, 2014 and 2015 and 30 September 2015, respectively. The decrease in debt to equity ratio from
approximately 375.5% as at 31 March 2013 to approximately 42.6% as at 31 March 2014 was
attributable to the increase in total equity of approximately HK$30.2 million for the year ended 31
March 2014, as a result of our net profit growth of approximately 160.2% for the year ended 31 March
2014. The increase in debt to equity ratio from approximately 42.6% as at 31 March 2014 to
approximately 57.1% as at 31 March 2015 was mainly attributable to (i) the purchase of property,
plant and equipment under finance lease for the year ended 31 March 2015; and (ii) an increase in
advance from related companies in particular Tactful Building. The decrease in debt to equity ratio
from approximately 57.1% as at 31 March 2015 to approximately 25.0% as at 30 September 2015 was
mainly attributable to the increase in total equity from approximately HK$80.5 million as at 31 March
2015 to approximately HK$97.4 million as at 30 September 2015, resulting from the net profit of
approximately HK$42.1 million for the six months ended 30 September 2015. Further details of our
finance leases are set out in the section headed “Financial information —Analysis of various items

from the combined statements of financial position — Finance lease payables”.
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Interest coverage

Our interest coverage was approximately 33.6 times, 48.2 times, 32.1 times and 52.7 times for
the three years ended 31 March 2015 and the six months ended 30 September 2015 respectively. The
interest coverage of our Group increased to 48.2 times for the year ended 31 March 2014 primarily
due to the fact our profit before interest and tax increased more than our interest expenses in terms
of amount and percentage. The increase in interest expenses for the year ended 31 March 2014 was
mainly attributable to (i) the increase in bank borrowings from approximately HK$3.2 million as at
31 March 2013 to approximately HK$44.4 million as at 31 March 2014; and (ii) an addition of
machinery by way of finance lease during the year ended 31 March 2014. Our interest coverage
decreased to 32.1 times for the year ended 31 March 2015 mainly due to the increase in interest
expenses as a result of the utilization of our banking facilities, including trust receipt loans and
factoring loans, and the increase in purchase of machineries under finance leases during the year ended
31 March 2015. The increase in interest coverage for the six months ended 30 September 2015 as
compared to the year ended 31 March 2015 was mainly due to the fact that our monthly average
revenue for the six months ended 30 September 2015 was higher than the monthly average revenue
for the year ended 31 March 2015. Further details of our financial performance are set out in the
section headed ‘“‘Financial information — Period-to-period comparison of results of operations”.

Return on total assets

Our return on total assets was approximately 13.6%, 18.4%, 17.6% and 18.3% for the three years
ended 31 March 2015 and the six months ended 30 September 2015 respectively. Our return on total
assets increased for the year ended 31 March 2014 mainly attributable to the fact that our profit growth
increased more than our total assets in terms of percentage for the year ended 31 March 2014 as
compared to the year ended 31 March 2013. The increase in our total assets as at 31 March 2014 was
mainly due to the increase in cash and cash equivalents (including bank and cash balances and pledged
bank deposits) of approximately HK$21.7 million as compared to 31 March 2013, as a result of the
increase in net cash generated from our financing and operating activities. Our return on total assets
generally remained stable with a slight decrease from approximately 18.4% for the year ended 31
March 2014 to approximately 17.6% for the year ended 31 March 2015. The increase in return on total
assets for the six months ended 30 September 2015 as compared to the year ended 31 March 2015 was
mainly due to the decrease in trade and retention receivable from approximately HK$115.5 million as
at 31 March 2015 to approximately HK$83.6 million as at 30 September 2015. Further details of our
overall financial performance and growth of our profit are set out in the section headed ‘‘Financial
Information — Period-to-period comparison of results of operations”.

Return on equity

Our return on equity was approximately 307.2%, 88.9%, 57.8% and 43.2% for the three years
ended 31 March 2015 and the six months ended 30 September 2015 respectively. Our return on equity
decreased over the Track Record Period mainly due to the fact our net profit did not increase as much
as our total equity in terms of amount and percentage. Our total equity increased from approximately
HK$3.8 million as at 31 March 2013 to approximately HK$34.0 million as at 31 March 2014, and to
approximately HK$80.5 million as at 31 March 2015, and further to approximately HK$97.4 million
as at 30 September 2015, as a result of the net profit recognised during the Track Record Period, while
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our net profit (i) increased from approximately HK$11.6 million for the year ended 31 March 2013
to approximately HK$30.2 million for the year ended 31 March 2014 and further to approximately
HK$46.6 million for the year ended 31 March 2015; and (ii) increased from approximately HK$21.3
million for the six months ended 30 September 2014 to approximately HK$42.1 million for the six
months ended 30 September 2015. In view of the enlarging equity base resulted from our increasing
retained profits, our return on equity decreased over the Track Record Period.

Net profit margin

Our net profit margin was approximately 6.6%, 12.9%, 13.0% and 14.3% for the three years
ended 31 March 2015 and the six months ended 30 September 2015 respectively. The growth in net
profit margin for the year ended 31 March 2014 as compared to the year ended 31 March 2013 was
mainly due to the significant increase in gross profit margin from approximately 12.6% for the year
ended 31 March 2013 to approximately 19.6% for the year ended 31 March 2014. The increase in gross
profit margin was mainly attributable to Project 2 and Project 7 which had higher gross profit margins
than the Group’s overall gross profit margin of approximately 19.6% for the year ended 31 March
2014. Our net profit margin remained stable for the year ended 31 March 2015 as compared to the
previous financial year. The growth in net profit margin for the six months ended 30 September 2015
as compared to the year ended 31 March 2015 was mainly due to the increase in gross profit margin
from approximately 19.7% for the year ended 31 March 2015 to approximately 21.1% for the six
months ended 30 September 2015. The increase in gross profit margin was mainly attributable to
Project 17 which we achieved significant progress (over 50% of foundation works was done during
the financial period) and Project 17 had a gross profit margin over 25% for the six months ended 30
September 2015. Further details of the aforesaid projects are set out in the section headed “Business
— Our foundation projects” in this prospectus. Further details on our overall financial performance
are set out in the section headed ‘“‘Financial Information — Period-to-period comparison of results of

operations’ in this prospectus.
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OVERVIEW

For the purpose of the Listing Rules, New Grace Gain is a Controlling Shareholder as it controls
more than 30% of our issued share capital (without taking into account Shares which may be issued
upon the exercise of options granted under the Share Option Scheme), while Mr. Yeung, Mr. Lau and
Mr. Yue is a group of Controlling Shareholders. Mr. Yeung, Mr. Lau and Mr. Yue are not actual concert
parties under the definition of the Takeovers Code. New Grace Gain will hold 75% of the issued share
capital of our Company immediately after the Capitalisation Issue and the Share Offer (assuming that
the Offer Size Adjustment Option is not exercised). New Grace Gain was held as to 40%, 30% and 30%
by Mr. Yeung, Mr. Lau and Mr. Yue, respectively, as at the Latest Practicable Date. In order for New
Grace Gain to exercise its voting power in a shareholders’ meeting of our Company, it has to duly
convene its own board meeting and pass the relevant board resolutions in accordance with its articles
of association. As the board of directors of New Grace Gain comprises Mr. Yeung, Mr. Lau and Mr.
Yue, approval by any two of the three directors will generally be needed to pass any board resolutions
if such all three directors are present at the board meeting. From March 2014 and up to the Latest
Practicable Date, Mr. Yeung, Mr. Lau and Mr. Yue, as a group of Controlling Shareholders, jointly
managed our Group and had no disagreements on the operation and management of our Group in all

material aspects.

None of our Controlling Shareholders is interested in any business which is, whether directly or
indirectly, in competition with our business. To ensure that competition will not exist in the future,
each of our Controlling Shareholders has entered into the Deed of Non-Competition in favour of our
Group to the effect that each of them will not, and will procure each of their respective associates not
to, directly or indirectly participate in, or hold any right or interest, or otherwise be involved in any
business which may be in competition with our businesses.

DELINEATION OF BUSINESS

Our Group is principally engaged in the provision of foundation services business in Hong Kong.
Mr. Yeung also engages in other business in the real estate industry, including architectural and

structural consultancy and building works and fit-out contractor.

Given (i) the different nature and licenses required (as the case may be) between our Group’s
business and the above-mentioned businesses of Mr. Yeung; and (ii) the operations of our Group are
independent of and separate from the businesses of Mr. Yeung, our Directors are of the view that there
is a clear delineation between the businesses of Mr. Yeung and our business, and they do not expect
there to be any overlap or competition between the businesses of Mr. Yeung and our Group.

NON-COMPETITION UNDERTAKINGS

To better safeguard our Group from any potential competition and conditional upon the Listing
taking place, each of our Controlling Shareholders (collectively, the “Covenantors”) has entered into

the Deed of Non-Competition in favour of our Group, pursuant to which each of the Covenantors
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jointly and severally, irrevocably and unconditionally, undertakes with us that with effect from the
Listing Date and for as long as our Shares remain so listed on the Stock Exchange and the Covenantors
are regarded as controlling shareholders (as defined under the Listing Rules), each of the Covenantors

will not, and will procure that none of their respective associates will:

a) directly or indirectly, engage, participate or hold any right or interest in or otherwise be
involved in any business in competition with or likely to be in competition with our existing
business activity or any principal business activity of any member of our Group or be in
competition with us in any business activities which we may undertake in the future (the
“Restricted Business”) save for (i) the holding of not more than 5% shareholding interests
(individually or any of the Covenantors with their associates collectively) in any listed
company in Hong Kong; or (ii) the holding of shares in any listed company in Hong Kong
where the Restricted Business conducted or engaged in by such company accounts for less
than 10% of the relevant company’s consolidated turnover or consolidated assets, or (iii)
where the Covenantors are already, directly or indirectly, interested or invested in the
operations of companies which are engaging in Restricted Business and details of which

have been specifically disclosed in this prospectus; and

b) take any direct or indirect action which constitutes an interference with or a disruption to
our business activities including, but not limited to, solicitation of our customers, suppliers
or staff.

In addition, each of the Covenantors hereby jointly and severally undertakes that if any new
business opportunity relating to any Restricted Business, which the Covenantors intend to invest,
participate, be engaged in or operate, is made available to any of the Covenantors, it will direct the
Restricted Business to us with such required information to enable us to evaluate the merits of the
Restricted Business.

Any decision of our Company as to whether or not to engage in the Restricted Business will have
to be approved by our independent non-executive Directors. Where our independent non-executive
Directors have reviewed the opportunity to invest, participate, be engaged in and/or operate with a
third party any Restricted Business and has declined such opportunity, the Covenantors (or his/its
associate(s)) may subsequently invest, participate, engage in or operate the Restricted Business as
long as the terms by which the Covenantors subsequently invest are not more favourable than those
disclosed to our Company.

Where our Company decides and offers to invest, participate, be engaged in and/or operate any
Restricted Business with any of the Covenantors and/or his/its associates, such Covenantor and/or
his/its associates can invest, participate, be engaged in and/or operate such Restricted Business with
our Company. Our Company will comply with the requirements of the Listing Rules in case of such
cooperation with the Covenantors and/or his/its associates.

Each of the Covenantors further jointly and severally undertakes that he/it will provide to us all

information necessary for the enforcement of the above non-competition undertakings.

— 202 —



RELATIONSHIP WITH CONTROLLING SHAREHOLDERS

Each of the Covenantors also represents and warrants that apart from the disclosures made in this

prospectus, neither he or it nor any of his/its associates is currently engaging, directly or indirectly,

in any business that competes or may compete with us.

The Deed of Non-Competition will cease to have effect on any of the Covenantors if he/it ceases

to be a Controlling Shareholder of our Company, or the date on which the Listing is withdrawn,

whichever occurs first.

CORPORATE GOVERNANCE MEASURES

We have adopted the following measures to manage the conflict of interests arising from

competing business and to safeguard the interest of our Shareholders:

a)

b)

d)

e)

f)

g)

the Covenantors will promptly provide to us such information as we may from time to time
reasonably request to ascertain the compliance of their obligations under the Deed of
Non-Competition;

our independent non-executive Directors will review at least on an annual basis, the
compliance with the Deed of Non-Competition by the Covenantors, the options,
pre-emptive rights or first rights of refusals (if any) provided by the Covenantors on their

existing or future competing business;

the Covenantors undertake to provide to us all information necessary for the annual review
by our independent non-executive Directors and the enforcement of the Deed of

Non-Competition;

we will disclose decisions on matters reviewed by our independent non-executive Directors
relating to the compliance and enforcement of the non-competition undertaking of the
Covenantors under the Deed of Non-Competition in our annual report or by way of
announcement to the public;

the Covenantors shall abstain from voting at any general meeting of our Company if there

is any actual or potential conflict of interest;

the Covenantors will make an annual declarations on compliance with their undertaking
under the Deed of Non-Competition in our annual report and make disclosure on how the
Deed of Non-Competition has been complied with and enforced, consistent with the

principle of making voluntary disclosure in the corporate governance report; and

we have appointed Ample Capital as our compliance adviser which shall provide us with
professional advice and guidance in respect of compliance with the Listing Rules and

applicable laws.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

We believe that our Group is capable of carrying on its business independently of our Controlling
Shareholders and their respective close associates (other than our Group) after Listing for the

following reasons:

Management Independence

Our Board currently comprises three executive Directors and four independent non-executive
Directors. Although one of our Directors, Mr. Yeung, is also our Controlling Shareholder, all of our
other Directors and senior management possess relevant management and/or industry-related
experience to act as Directors or senior management of our Company and to make management
decisions independent from our Controlling Shareholders. Please refer to the section headed

“Directors and Senior Management” in this prospectus for details.

In addition, each of our Directors is aware of his/her fiduciary duties as a Director of our
Company which requires, among other things, that he/she acts for the benefit and in the best interests
of our Group and does not allow any conflict between his/her duties as a Director and his/her personal
interests. 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 Di