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If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this prospectus.

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

The Offer Price is expected to be determined by agreement between our Company (for ourselves and on behalf of the Selling Shareholder) and the Bookrunner (for itself and on
behalf of the Underwriters) on the Price Determination Date or such later date as may be agreed by our Company (for ourselves and on behalf of the Selling Shareholder) and the
Bookrunner (for itself and on behalf of the Underwriters) but in any event no later than Monday, 19 September 2016. The Offer Price will be not more than HK$0.14 per Offer
Share and is expected to be not less than HK$0.12 per Offer Share, unless otherwise announced.

The Bookrunner may, with our Company’s consent, reduce the number of Offer Shares under the Share Offer and/or the Offer Price stated in this prospectus at any time prior to the morning
of the last day for lodging applications under the Public Offer. In such a case, a notice of reduction in the number of Offer Shares and/or the Offer Price will be published on the website of
the Stock Exchange at www.hkexnews.hk and website of our Company at www.shunwogroup.com not later than the morning of the last day for lodging applications under the Public Offer.
Details of the arrangement will then be announced by our Company as soon as practicable. Further details are set out in the sections headed “Structure and Conditions of the Share Offer”
and “How to Apply for Public Offer Shares”.

If, for any reason, the Offer Price is not agreed between the Bookrunner (for itself and on behalf of the Underwriters) and our Company (for ourselves and on behalf of the Selling
Shareholder) on or before Monday, 19 September 2016, the Share Offer will not become unconditional and will lapse immediately.

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

If there is any change in the following expected timetable, our Company will issue a separate
announcement to be published on the websites of the Stock Exchange (www.hkexnews.hk) and of our
Company (www.shunwogroup.com).

2016

Application lists open™ .. ... . 11:45 a.m.
on Thursday, 15 September

Latest time to lodge WHITE and YELLOW Application

Forms and to give electronic application instructions
10 HKSCC ) L 12:00 noon
on Thursday, 15 September

Application lists close® ... ... . 12:00 noon

on Thursday, 15 September

Expected Price Determination Date™ ... ................................... Monday, 19 September
(a) Announcement of the final Offer Price, the indication of level of

interest in the Placing, the results of applications in the Public Offer

and the basis of allocation under the Public Offer to be published

on the website of the Stock Exchange

at www.hkexnews.hk® and our Company’s website

(6) (6)

at www.shunwogroup.com™’ on or before™ ............... ... ... ... .. Tuesday, 27 September

(b) Results of allocations in the Public Offer (with successful
applicants’ identification document numbers, where appropriate)
to be available through a variety of channels as described
in the section “How to apply for Public
Offer Shares — 10. Publication of results” from........................ Tuesday, 27 September

A full announcement of the Public Offer containing (a) and (b)

above to be published on the website of the Stock Exchange

at www.hkexnews.hk® and our Company’s website

at www.shunwogroup.com®. . .. ... .. ... ... Tuesday, 27 September
Results of allocations in the Public Offer will be available at

www.ewhiteform.com.hk/results with a “search by ID” functionon ........ Tuesday, 27 September

Despatch of share certificates of the Offer Shares or
deposit of share certificates of the Offer Shares into
CCASS in respect of wholly or partially successful
applications pursuant to the Public

Offer on or before'” ... ... . . . . . Tuesday, 27 September



EXPECTED TIMETABLE®Y

2016

Despatch of refund cheque in respect of wholly or

partially successful applications pursuant to the

Public Offer on or before 7 ® Tuesday, 27 September

Dealing in the Shares on the Stock Exchange
expected to commence at 9:00 am. on. . ......... ... il Wednesday, 28 September

Notes:

1. All times and dates refer to Hong Kong local times and dates except as otherwise stated. Details of the structure of the
Share Offer, including the conditions of the Public Offer, are set out in the section headed “Structure and conditions of the
Share Offer” in this prospectus. If there is any change in this expected timetable, an announcement will be published on the
website of the Stock Exchange at www.hkexnews.hk® and our Company’s website at www.shunwogroup.com'®.

2. The Price Determination Date is expected to be on or around Monday, 19 September 2016 and in any event no later than
Monday, 19 September 2016. If, for any reason, the Offer Price is not agreed between the Bookrunner (for itself and on
behalf of the Underwriters) and our Company (for ourselves and on behalf of the Selling Shareholder) on or before Monday,
19 September 2016, the Share Offer will not become unconditional and will lapse immediately.

3. If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Thursday, 15 September 2016, the application lists will not open and
close on that day. 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. If the application lists do not open and close on Thursday, 15
September 2016, the dates mentioned in this section may be affected. Announcement will be made by us in such event.

4. Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed “How to
apply for Public Offer Shares — 5. Applying by giving electronic application instructions to HKSCC via CCASS” in this
prospectus.

5. The announcement will be available for viewing on the “Main Board — Results of Allotment” page on the website of the
Stock Exchange at www.hkexnews.hk.

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

7. Applicants who apply on WHITE Application Forms for 1,000,000 Public Offer Shares or more may collect share
certificates (if applicable) and refund cheques (if applicable) in person from our Hong Kong Branch Share Registrar,
Boardroom Share Registrars (HK) Limited, at 31/F, 148 Electric Road, North Point, Hong Kong from 9:00 a.m. to 1:00
p.m. on Tuesday, 27 September 2016 or any other date as notified by us as the date of despatch of share certificates/refund
cheques. Applicants being individuals who is eligible for personal collection must not authorise any other person to make
their collection on their behalf. Applicants being corporations who is eligible for personal collection must attend by sending
their authorised representatives each bearing a letter of authorisation from his/her/its corporation stamped with the
corporation’s chop. Both individuals and authorised representatives (if applicable) must produce, at the time of collection,
evidence of identity acceptable to our Hong Kong Branch Share Registrar, Boardroom Share Registrars (HK) Limited.
Applicants who have applied on YELLOW Application Forms may not elect to collect their share certificates, which will be
deposited into CCASS for credit of their designated CCASS Participants’ stock accounts or CCASS Investor Participant
stock accounts, as appropriate. Uncollected share certificates and refund cheques will be despatched by ordinary post to the
addresses specified in the relevant applications at the applicants’ own risk. Further information is set out in the section
headed “How to apply for Public Offer Shares” in this prospectus.

— 11 =



EXPECTED TIMETABLE®Y

8. Refund cheques will be issued in respect of wholly or partially unsuccessful application and also in respect of successful
applications in the event that the final Offer Price is less than the initial price per Public Offer Share payable on application.
Part of your Hong Kong identity card number/passport number or, if you are joint applicants, part of the Hong Kong
identity card number/passport number of the first-named applicant, provided by you may be printed on your refund cheque,
if any. Such data would also be transferred to a third party to facilitate your refund. Your banker may require verification of
your Hong Kong identity card number/passport number before encashment of your refund cheque. Inaccurate completion of
your Hong Kong identity card number/passport number may lead to delay in encashment of your refund cheque or may
invalidate your refund cheque. Further information is set out in the section headed “How to apply for Public Offer Shares”
in this prospectus.

Share certificates are expected to be issued on Tuesday, 27 September 2016 but will only
become valid certificates of title provided that the Share Offer has become unconditional in all
respects and neither of the Underwriting Agreements has been terminated in accordance with its
terms. Investors who trade Shares on the basis of publicly available allocation details prior to the
receipt of share certificates or prior to the share certificates becoming valid certificates of title do
so entirely at their own risk.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
this is a summary, it does not contain all the information that may be important to you. You should
read this prospectus in its entirety before you decide to invest in 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.

Various expressions used in this summary are defined in the section headed “Definitions and
glossary of technical terms’ in this prospectus.

BUSINESS OVERVIEW

We are a contractor of foundation works in Hong Kong. During the Track Record Period,
foundation works undertaken by us mainly included ELS works, socketed H-piling and mini-piling
works and pile caps construction works. Our services are mainly required in the construction of
residential, industrial and commercial buildings.

During the Track Record Period, our revenue was derived from undertaking foundation works. We
primarily act as a subcontractor in our projects or, to a lesser extent, as a main contractor. The following
table sets out our revenue during the Track Record Period by reference to our role in the projects:

FY2013/14 FY2014/15 FY2015/16
HK$’000 % HK$’000 % HK$’000 %
Subcontractor 70,071 92.8 132,551 79.6 136,298 70.9
Main contractor 5,477 7.2 33,959 20.4 55,856 29.1
Total 75,548 100.0 166,510 100.0 192,154 100.0

During the Track Record Period, we had an aggregate of 39 projects with revenue contribution to
us. Among such projects, we focused on undertaking projects in the private sector. The following table
sets out a breakdown of our revenue by project nature and number of projects with revenue contribution
to us during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16
No. of % of total No. of % of total No. of % of total
projects Revenue revenue projects Revenue revenue projects Revenue revenue

(HK$°000) (HK$°000) (HK$°000)

(Notes) (Notes) (Notes)
Private sector 18 75,548 100.0 20 162,364 97.5 14 174,303 90.7
Public sector — — — 3 4,146 2.5 1 17,851 9.3
Total 18 75,548 100.0 23 166,510 100.0 15 192,154 100.0
Notes:
1. Out of the 23 projects which contributed revenue to the FY2014/15, 10 projects also contributed revenue to the
FY2013/14.

2. Out of the 15 projects which contributed revenue to the FY2015/16, 1 project and 7 projects also contributed revenue

to the FY2013/14 and FY2014/15, respectively.
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We possess our own machinery for performing different types of foundation works and therefore
are not materially reliant on third party for machinery rental. Our owned machinery includes, among
others, excavators, cranes, hydraulic breakers and hydraulic crawler drillers. We believe that our
investment in machinery has placed us in a position to cater for foundation works of different scales and
complexity and to meet the expected growing demand in the foundation industry in Hong Kong in the
foreseeable future. For each of FY2013/14, FY2014/15 and FY2015/16, we acquired new machinery in
the amount of approximately HK$1.3 million, HK$10.9 million and HK$13.4 million at costs
respectively. During the Track Record Period, upon the requests of our customers or subcontractors, we
lent machinery to them if the machinery was not immediately required for any projects we were
undertaking during the relevant period and such arrangement would not affect our operations. We do not
actively seek nor intend to actively seek opportunities to lend our machinery to third parties. For each of
FY2013/14, FY2014/15 and FY2015/16, our machinery rental income was approximately HK$125,000,
HK$690,000 and HK$302,000 respectively and was recognised as other income. For further information
regarding our machinery, please refer to the section headed “Business — Machinery” in this prospectus.

We may carry out our works with our own machinery and labour resources and may also
subcontract some of our works to other subcontractors after taking into consideration our available
labour resources and the cost of performing the works with our own resources. For each of FY2013/14,
FY2014/15 and FY2015/16, the subcontracting charges incurred by us amounted to approximately
HK$25.9 million, HK$33.9 million and HK$49.6 million respectively.

Suppliers of goods and services which are specific to our business and are required on a regular
basis to enable us to continue to carry on our business mainly include (i) our subcontractors; (ii)
suppliers of construction materials required for performing foundation works such as steel, concrete, and
piles; and (iii) suppliers of other miscellaneous services such as the transportation of machinery, the
rental of machinery, repair and maintenance of machinery, testing and surveying of the quality of
materials and the supply of fuel for powering machinery and for certain construction process. For further
information regarding our suppliers, please refer to the section headed “Business — Suppliers” in this
prospectus. The major cost components of our Group’s operation include subcontracting charges, cost of
construction materials and direct staff costs, which in aggregate accounted for approximately 84.7%,
86.7% and 75.2% of our total direct costs for FY2013/14, FY2014/15 and FY2015/16 respectively.

Hop Kee Construction, our principal operating subsidiary, is registered under the Buildings
Ordinance as a Registered Specialist Contractor under the sub-register of “Foundation Works™ category.
In addition, Hop Kee Construction is registered under the Subcontractor Registration Scheme of the
Construction Industry Council. For further details, please refer to the section headed ‘“Business —
Licenses and permits” in this prospectus.

COMPETITIVE LANDSCAPE AND OUR COMPETITIVE STRENGTHS

Foundation industry is one of the specific areas of the construction industry in Hong Kong.
According to the Ipsos Report, from 2011 to 2015, the revenue of the foundation industry in Hong Kong
grew from approximately HK$13.0 billion to approximately HK$22.6 billion, representing a CAGR of
approximately 14.8%. The top five foundation contractors together accounted for approximately 48.2%
of the total revenue of the foundation industry in Hong Kong in 2015. Our Directors estimate that our
current market share in the foundation industry in Hong Kong is approximately 0.85%. For further
information, please refer to the section headed “Industry overview” in this prospectus.

We believe that our competitive strengths include (i) our well-established presence in the
foundation industry in Hong Kong; (ii) our stringent quality, safety and environmental management
systems; (iii) our long-term rapport with some of our major customers; (iv) our experienced and
dedicated management team; and (v) our possession of a variety of machinery to carry out foundation
works.
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BUSINESS STRATEGIES

We intend to pursue the following key business strategies: (i) further enhancing our machinery by
acquiring additional machinery in order to cope with our business development, strengthen our brand
name and increase our overall efficiency, capacity and technical capability in performing foundation
works as well as our ability to cater for different needs and requirements of different customers; (ii)
further strengthening our manpower by recruiting more project management, project execution,
administrative and accounting staff in order to cope with our business development and our planned
purchases of additional machinery, as well as arranging more training courses for our workers; and (iii)
increasing our marketing effort. For further information, please refer to the section headed “Business —
Business strategies™ in this prospectus.

SALES AND MARKETING AND PRICING STRATEGY

During the Track Record Period, we secured new businesses mainly through direct invitations for
quotation or tender by customers. Our Directors consider that due to our proven track record and our
relationship with our existing customers, we are able to leverage our existing customer base and our
reputation in the foundation industry in Hong Kong such that we do not rely heavily on marketing
activities other than liaising with existing and potential customers from time to time for relationship
building and management. During the Track Record Period, we had also, upon our customers’ request,
occasionally sponsored business events and charity functions organised by our customers.

We need to estimate the total costs involved in a project in order to determine our fee quotation or
tender price. We prepare our quotation or tender price based on a certain percentage of markup over our
estimated cost. Pricing of our services is determined on a case-by-case basis having regard to various
factors, which generally include (i) the estimated costs of construction materials; (ii) the estimated
number and types of workers required; (iii) the complexity of the project; (iv) the estimated number and
types of machines required; (v) the availability of our manpower and resources; (vi) the completion time
requested by customers; (vii) any subcontracting which is expected to be necessary; (viii) prices offered
to the customer in the past; and (ix) the prevailing market conditions. For further information, please
refer to the section headed “Business — Foundation works business — Pricing strategy” in this
prospectus.

RISK FACTORS

Potential investors are advised to carefully read the section headed “Risk factors” in this
prospectus before making any investment decision in the Offer Shares. Some of the more particular risk
factors include the following: (i) a significant portion of our revenue was generated from contracts
awarded by a limited number of customers and any significant decrease in the number of projects with
our major customers may materially and adversely affect our financial condition and operating results;
(i1) our revenue is mainly derived from projects which are not recurrent in nature and there is no
guarantee that our customers will provide us with new businesses; (iii) we determine the tender price
based on the estimated time and costs involved in a project which may deviate from the actual time and
costs involved and any material inaccurate estimation may adversely affect our financial results; (iv)
foundation works expose us to the risk of unexpected geological or sub-soil conditions; (v) we
experienced a decline in our gross profit margin over the Track Record Period; (vi) there is no assurance
that we will be able to renew our registrations with the Buildings Department as a Registered Specialist
Contractor (Foundation Works) and in the Subcontractor Registration Scheme of the Construction
Industry Council; and (vii) our Group is dependent on key personnel and there is no assurance that our
Group can retain them.

In particular, foundation works expose us to the risk of unexpected geological or sub-soil
conditions. Prior to commencement of our foundation works, our customers would normally provide us
with ground investigation reports. Pricing of our services is determined on a case-by-case basis having



SUMMARY

regard to various factors, which include our assessment of the complexity of the project having regard to
all relevant information available to us, including the information contained in the ground investigation
reports provided by our customers. Nevertheless, there may be discrepancies between the actual
geological conditions and the findings set out in the investigation reports. In case of any significant
unexpected difficult geological or sub-soil conditions, our Group may incur additional costs in dealing
with such unforeseen conditions, which may lead to cost overruns and may thus materially and
adversely affect our business operation and financial position. Our Directors confirm that our Group did
not encounter any significant unexpected difficult geological or sub-soil conditions which affected our
business operation and financial position materially during the Track Record Period and up to the Latest
Practicable Date.

In addition, there are potential impact and risks associated with our future plan and business
strategies mentioned in the paragraph headed “Business strategies” above, including (i) the potential
increase in our fixed costs such as staff costs and depreciation expenses upon our planned recruitment of
additional staff and acquisition of additional machinery; and (ii) the possible difficulty in recruiting
sufficient labour for the implementation of our business strategies.

CUSTOMER CONCENTRATION

For each of FY2013/14, FY2014/15 and FY2015/16, the percentage of our total revenue
attributable to our five largest customers combined amounted to 100%, approximately 97.2% and
approximately 95.1% respectively. Our Directors consider, as supported by the Ipsos Report, that such
customer concentration is not uncommon for construction companies in Hong Kong, and that our
Group’s business model is sustainable despite such customer concentration, which is discussed in detail
in the section headed “Business — Customers — Customer concentration” in this prospectus.

In particular, the percentage of our total revenue attributable to our largest customer (being
Customer Henderson) amounted to approximately 70.2%, 69.7% and 51.8% respectively for each of
FY2013/14, FY2014/15 and FY2015/16. Customer Henderson refers to a number of companies
collectively which are subsidiaries or fellow subsidiaries or related companies of Henderson Land
Development Company Limited (stock code: 12) (“Henderson Land”), the shares of which are listed
on the Main Board of the Stock Exchange. Our Directors consider that the significant revenue
contribution from Customer Henderson to our Group was caused by a combination of the following key
factors:

(i) We have long-standing business relationship with Customer Henderson since our first
contract started in 2008. Due to such long-standing relationship, we have therefore been
inclined to accommodate their demands for our services as far as our resources allowed
instead of turning down their requests.

(i1) Henderson Land (together with its subsidiaries) is a prominent and active property developer
in Hong Kong. According to the latest annual report of Henderson Land, it has a considerable
number of ongoing property development projects and a substantial land bank. Our Directors
consider that a prominent and active property developer in Hong Kong would normally have
substantial demands for foundation works services from contractors which are capable of
providing reliable and quality services and with which it has long-standing relationship.

(iii) The demand for our foundation works services from Customer Henderson remained at a
relatively high level during the Track Record Period. During each of FY2013/14, FY2014/15
and FY2015/16, we received, respectively, 24, 16 and 15 invitations for tender and
quotations from Customer Henderson. Among such invitations, we responded to and
submitted tenders and quotations in respect of 23, 16 and 12 of such invitations respectively,
for which 7, 4 and 3 contracts were awarded to us, with corresponding contract sum of
approximately HK$132.1 million, HK$67.9 million and HK$145.8 million respectively.
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Our Directors are aware of the risk of customer concentration. In this connection, we have, on the
one hand, continued to provide services to and maintain good relationship with Customer Henderson,
and, on the other hand, sought to reduce our reliance on Customer Henderson by undertaking more
sizeable projects for other customers. The percentage of revenue derived from Customer Henderson to
our total revenue decreased from approximately 70.2% for FY2013/14 to approximately 69.7% for
FY2014/15, and further decreased to approximately 51.8% for FY2015/16.

The aggregate number of our projects on hand as at 1 April 2016 (including projects that have
commenced but not completed as well as projects that have been awarded to us but not yet commenced)
and projects that were awarded to us from 1 April 2016 to the Latest Practicable Date was 16. Out of
such 16 projects, 4 projects were awarded by Customer Henderson and the aggregate amount of revenue
expected to be recognised for FY2016/17 from such 4 projects is approximately HK$113.6 million or
approximately 52.1% of our total revenue expected to be recognised for FY2016/17 from the 16
projects.

SUPPLIER CONCENTRATION

Our top five suppliers accounted for approximately 72.5%, 63.3% and 56.5% of our total
purchases for each of FY2013/14, FY2014/15 and FY2015/16 respectively. Despite such supplier
concentration, our Directors consider that we are not overly reliant on any single supplier as discussed
in the section headed “Business — Suppliers — Supplier concentration” in this prospectus.

KEY OPERATIONAL AND FINANCIAL DATA

The following tables set forth our key operational and financial data during the Track Record
Period:

FY2013/14 FY2014/15 FY2015/16

or as at or as at or as at

(Expressed in HK$’000 except tender data and 31 March 31 March 31 March

financial ratios) 2014 2015 2016
Results of operations
Revenue 75,548 166,510 192,154
Gross profit 24,125 41,851 45,689
Profit before income tax 20,793 34,752 32,324
Profit for the year 17,381 28,210 25,553
Tender success rate
Number of quotations and tenders submitted 40 58 43
Number of contracts awarded (Note 1) 12 15 11
Success rate (Note 1) 30.0% 25.9% 25.6%
Financial position
Non-current assets 2,464 12,098 22,645
Current assets 41,928 69,418 84,619
Non-current liabilities 347 1,019 10,178
Current liabilities 19,679 27,821 35,057
Net current assets 22,249 41,597 49,562
Total equity 24,366 52,676 62,029
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FY2013/14 FY2014/15 FY2015/16
or as at or as at or as at
(Expressed in HK$’000 except tender data and 31 March 31 March 31 March
financial ratios) 2014 2015 2016
Key financial ratio
Gross profit margin 31.9% 25.1% 23.8%
Net profit margin 23.0% 16.9% 13.3%
Return on equity 71.3% 53.6% 41.2%
Return on total assets 39.2% 34.6% 23.8%
Current ratio 2.1 2.5 2.4
Trade receivables turnover days 59.7 days 39.2 days 47.7 days
Trade payables turnover days 34.0 days 36.3 days 41.4 days
Gearing ratio (Note 2) 0.7% 0.2% 22.5%

Note:

(1) In the above table, tender success rate for a financial year is calculated based on the number of contracts awarded
(whether awarded in the same financial year or subsequently) in respect of the quotations and tenders submitted
during that financial year.

2) Gearing ratio is calculated as total borrowings (including finance lease liabilities) divided by the total equity as at the
respective reporting dates.

We experienced an increase in our revenue over the Track Record Period, which was mainly
because, among other things, (i) we increased our efforts in pursuing projects of relatively larger scale
and higher income; (ii) we also experienced an increase in demand for our services and we successfully
obtained a number of new contracts from customers; (iii) we made substantial investments in machinery
and labour resources which increased our overall capacity and efficiency; and (iv) we derived higher
amount of revenue from certain ongoing contracts as a result of our actual works progress under the
relevant contracts.

We experienced a decrease in our gross profit margin over the Track Record Period, which was
primarily because (i) we undertook more projects of relatively larger scales and higher income in
FY2014/15 compared to FY2013/14, for which we typically set our quotation or tender price based on a
relatively lower expected margin because of the relatively larger absolute amount of profit expected to
be derived; and (ii) we subcontracted out substantially all works in respect of a relatively sizeable
project in FY2015/16 and acted only in a project management and supervision role, resulting in a lower
profit margin for such project, which in turn brought a downward effect to our overall gross profit
margin for FY2015/16.

Our net profit for FY2015/16 was lower than that for FY2014/15, which was affected by, among
other factors, the recognition of listing expenses of approximately HK$3.7 million in FY2015/16
(FY2014/15: nil) and the tax effect of the non-deductible listing expenses.

Please refer to the section headed “Financial information” in this prospectus for a further
discussion and analysis of our financial information.
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REVENUE RECOGNITION

When the outcome of a construction contract can be estimated reliably, revenue from a fixed price
contract work is recognised based on the percentage of completion of the contracts, provided that the
percentage of contract completion and the gross billing value of contracting work can be measured
reliably. The percentage of completion of a contract is established according to the construction works
certified by the customers and/or surveyors engaged by the customers. For further details, please refer to
the section headed ‘“Financial information — Critical accounting policies and estimates — Revenue
recognition” in this prospectus.

CONTROLLING SHAREHOLDERS

Immediately following completion of Share Offer and the Capitalisation Issue and without taking
into account any Shares that may be issued pursuant to the exercise of the Over-allotment Option and
any options that may be granted under the Share Option Scheme, May City, which is an investment
holding company incorporated in the BVI and directly owned as to 40% by Mr. YH Wong, 30% by Mr.
Lai and 30% by Mr. Tony Wong, will hold 75% of the issued share capital of our Company upon
Listing. Mr. YH Wong, Mr. Lai and Mr. Tony Wong have had a mutual understanding all along to
jointly control our Group and thus Mr. YH Wong, Mr. Lai and Mr. Tony Wong are presumed to be
acting in concert (within the meaning of the Takeovers Code). Given the aforesaid and for the purpose
of the Listing Rules, Mr. YH Wong, Mr. Lai, Mr. Tony Wong, and May City are the Controlling
Shareholders of our Company. Please refer to the section headed “Relationship with our Controlling
Shareholders” in this prospectus for further details.

Mr. YH Wong is the founder of our Group, the chairman of our Board and an executive Director.
Mr. Lai is an executive Director and our chief operating officer. Mr. Tony Wong is an executive
Director, our chief executive officer and the son of Mr. YH Wong. Please refer to the section headed
“Directors and senior management” in this prospectus for the biographical information of Mr. YH
Wong, Mr. Lai and Mr. Tony Wong.

LITIGATION AND CLAIMS

Hop Kee Construction is a defendant in respect of four alleged safety offences under the
Construction Sites (Safety) Regulations made under the Factories and Industrial Undertakings Ordinance
(Chapter 59 of the Laws of Hong Kong). As at the Latest Practicable Date, we were seeking legal advice
in relation to the four alleged offences and will consider further action based on such advice. As advised
by the Legal Counsel, the maximum sentence against our Group for each of the four alleged offences in
the case of commission without reasonable excuse is HK$200,000. As further advised by the Legal
Counsel, since there was no accident or work injury arising from the incidents, in the event of
convictions, the chance of maximum sentence being imposed is low. For further information, please
refer to the section headed “Business — Litigation and claims” in this prospectus.
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OFFERING STATISTICS
Number of the Offer Shares: 1,000,000,000 Shares

Offer Price: Not more than HK$0.14 per Offer Share and is expected to be not
less than HK$0.12 per Offer Share (excluding brokerage, Stock
Exchange trading fee and SFC transaction levy)

Based on an Offer Based on an Offer

Price of HK$0.12 Price of HK$0.14

HKS$ HKS$

Market capitalisation 480,000,000 560,000,000
Unaudited pro forma adjusted combined net tangible

assets per Share attributed to the Shareholders V' 0.035 0.039

Note: Please refer to Appendix II to this prospectus for the bases and assumptions in calculating this figure. In particular, this
figure does not take into account the effect of the interim dividend of HK$20 million declared and paid by us in August
2016. Had the effect of such interim dividend been taken into account, this figure would have been approximately
HK$0.030 per Share and HK$0.034 per Share, respectively.

LISTING EXPENSES

Our Directors estimate that the total amount of expenses in relation to the Listing is approximately
HK$24.8 million, which will be borne as to approximately HK$19.8 million by us and as to
approximately HK$5.0 million by the Selling Shareholder in proportion to the ratio of the number of
New Shares to the number of Sale Shares. Out of the amount of approximately HK$19.8 million,
approximately HK$7.2 million is directly attributable to the issue of the Offer Shares and is expected to
be accounted for as a deduction from equity upon Listing. The remaining amount of approximately
HK$12.6 million, which cannot be so deducted, shall be charged to profit or loss. Of the approximately
HK$12.6 million that shall be charged to profit or loss, nil, nil and approximately HK$3.7 million has
been charged for each of FY2013/14, FY2014/15 and FY2015/16 respectively, and approximately
HK$8.9 million is expected to be incurred for FY2016/17. Expenses in relation to the Listing are non-
recurring in nature. Our Group’s financial performance and results of operations for FY2016/17 will be
affected by the estimated expenses in relation to the Listing.

FUTURE PLANS AND USE OF PROCEEDS

We will not receive any of the proceeds from the sale of the Sale Shares by the Selling
Shareholder in the Share Offer. The net proceeds to be received by us from the Share Offer based on the
Offer Price of HK$0.13 per Share being the mid-point of the indicative Offer Price range of HK$0.12
per Offer Share to HK$0.14 per Offer Share, after deducting related expenses in connection with the
Share Offer, are estimated to be approximately HK$84.2 million. Our Directors presently intend that the
net proceeds will be applied as follows: (i) approximately HK$55.0 million (approximately 65.3% of the
net proceeds) will be used for enhancing our machinery by acquiring additional excavators, cranes and
hydraulic breakers in the next 3 years; (ii) approximately HK$15.0 million (approximately 17.8% of the
net proceeds) will be used for strengthening our manpower by recruiting additional staff, including
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project management and execution staff as well as human resources, administrative and accounting staff,
in the next 3 years; (iii) approximately HK$6.2 million (approximately 7.4% of the net proceeds) will be
used for increasing our marketing efforts over the next 4 years by setting up dedicated web pages for
marketing our services, displaying our company name prominently in our work sites and on our plant
and machinery, placing advertisements in industry publications, sponsoring more business events and
charity functions organized by our customers, sending more promotional materials to our existing and
potential customers, and approaching potential customers more actively to secure new business
opportunities; and (iv) approximately HK$8.0 million (approximately 9.5% of the net proceeds) will be
used as our general working capital.

DIVIDEND

For each of FY2013/14, FY2014/15 and FY2015/16, we declared dividends of nil, nil and
HK$16.2 million respectively to our then shareholders. All such dividends had been fully paid and we
financed the payment of such dividends by internal resources.

On 30 August 2016, our Company declared an interim dividend in the aggregate amount of HK$20
million to May City, the then controlling Shareholder. Such dividends had been fully paid and we
financed the payment of such dividends by our internal resources.

The declaration and payment of future dividends will be subject to the decision of our Board
having regard to various factors, including but not limited to our operation and financial performance,
profitability, business development, prospects, capital requirements, and economic outlook. It is also
subject to the approval of our Shareholders as well as the constitution of our Company. The historical
dividend payments may not be indicative of future dividend trends. We do not have any predetermined
dividend payout ratio.

RECENT DEVELOPMENT

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have continued to
focus on developing our business of undertaking foundation works in Hong Kong.

Our Directors are aware of the recent slowdown in the property market in Hong Kong in terms of
transaction volume and price. According to the Land Registry of the Government, the total number of
sale and purchase agreements for building units in May 2016 decreased by approximately 11.3% as
compared with May 2015. In addition, according to the Rating and Valuation Department of the
Government, the price index for private domestic properties (of all classes) decreased from 306.1 as of
September 2015 to 273.1 as of April 2016. Despite so, according to the 2016 Policy Address, the
Government will continue to increase private housing supply through a multi-pronged approach, which
includes putting up land for sale and encouraging the MTR Corporation Limited to take forward
residential development projects. In addition, the projected supply from the first-hand residential
property market for private housing for the coming three to four years is approximately 87,000 units
according to the 2016 Policy Address, which is higher than the total number of units produced over the
five years before 2015 (where there was an average of about 11,400 flats produced each year). As such,
our Directors consider that the recent slowdown in the property market in Hong Kong will not have a
material impact on our Group’s business operation and our financial performance.
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After the Track Record Period and up to the Latest Practicable Date, we received 85 invitations for
fee quotation and 17 invitations for tender. We review and evaluate the tender documents and/or
information available to us to decide whether to proceed to prepare tender proposal and/or fee proposal
and to determine our proposed contract value (i.e. our proposed tender price or fee). After our
assessment, we responded to and submitted 31 fee quotations where our proposed contract value ranged
from HK$0.3 million to HK$159.8 million, as well as 8 tenders with proposed contract value that
ranged from HK$0.7 million to HK$190.3 million.

The aggregate number of our projects on hand as at 1 April 2016 (including projects that have
commenced but not completed as well as projects that have been awarded to us but not yet commenced)
and projects that were awarded to us from 1 April 2016 to the Latest Practicable Date was 16. Our
Directors estimated that these projects will be completed within FY2016/17 and that all remaining
revenue to be derived from these projects, which is estimated to amount to an aggregate of
approximately HK$218.1 million, will be recognised in FY2016/17. The following sets forth a full list
of our projects on hand as at 1 April 2016 as well as projects that have been awarded to us from 1 April
2016 up to the Latest Practicable Date:

Amount of revenue

10 -

Actual/expected Amount of revenue expected to be
commencement date of works Actual/expected date of recognised during the recognised for
Project Customer Our role Types of works (Note 3) completion of works (Nore 4)  Track Record Period FY2016/17
HKS$'000 HK$'000
1 Sanfield Subcontractor  ELS works December 2014 September 2016 FY2013/14: — 6,839
(Management) FY2014/15: 14,308
Limited (Note 1) FY2015/16: 22,944
Chun Wo Foundations Subcontractor ~ ELS and pile caps March 2015 August 2016 FY2013/14: — 2910
Limited (Note 1) construction works FY2014/15: 567
FY2015/16: 6,315
Chun Wo Foundations Subcontractor ~ ELS and pile caps October 2015 August 2016 FY2013/14: — 3,216
Limited (Note 1) construction works FY2014/15: —
FY2015/16: 4,816
Customer Henderson ~ Main contractor ELS and pile caps June 2015 May 2016 FY2013/14: — 1,170
(Note 1) construction works FY2014/15: —
FY2015/16: 10,639
The Hong Kong Main contractor  ELS and pile caps July 2015 July 2016 FY2013/14: — 25,518
Jockey Club construction works FY2014/15: —
(Note 1) FY2015/16: 17,851
Chun Wo-CRGL- Subcontractor  ELS works April 2016 March 2017 FY2013/14: — 4,869
MBEC IV FY2014/15: —
(Note 1) FY2015/16: —
Customer Henderson  Subcontractor ~ ELS and pile caps November 2015 November 2016 FY2013/14: — 94,129
(Note 1) construction works FY2014/15: —
FY2015/16: 41,801
Customer Henderson ~ Main contractor ELS, pile caps construction  October 2015 October 2016 FY2013/14: — 13,290
(Note 1) and H-piling works FY2014/15: —

FY2015/16: 17,110
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Project Customer

Chun Wo-CRGL-
MBEC IV
(Note 1)

Chun Wo-CRGL-
MBEC JV
(Note 1)

Supplier A (Note 2)

Customer Henderson
(Note 1)

Chun Wo Foundations
Limited (Note 1)

Supplier A (Note 2)

Supplier A (Note 2)

A private company,
the principal
activities of
which is
investment

holdings

Notes:

Our role Types of works

Subcontractor  ELS works

Subcontractor  ELS works

Subcontractor ~ ELS works

Subcontractor ~ ELS and pile caps

construction works

Subcontractor  ELS works

Subcontractor  ELS and pile caps

construction works

Subcontractor ~ ELS and pile caps

construction works

Main contractor ELS and other construction

works

Actual/expected

commencement date of works

(Note 3)

April 2016

April 2016

April 2016

April 2016

May 2016

April 2016

August 2016

Tuly 2016

Actual/expected date of

completion of works (Note 4)

April 2016

April 2016

November 2016

May 2016

August 2016

November 2016

October 2016

January 2017

Total:

Amount of revenue
recognised during the
Track Record Period

HK$'000

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15:
FY2015/16:

FY2013/14:
FY2014/15: 14,875
FY2015/16: 121,476

Amount of revenue
expected to be
recognised for

FY2016/17
HK$000

814

500

11,770

5,043

2,000

6,401

14,899

24720

218,088

(1) This is one of our top five customers during the Track Record Period and for further details, please refer to the
section headed “Business — Customers — Top customers”.

2) This is one of our top five suppliers during the Track Record Period and also one of our customers as at the Latest
Practicable Date. For further details, please refer to the section headed “Business — Customers who were also our

suppliers — Supplier A”.

3) Expected commencement dates are based on our management’s best estimates according to the expected

commencement date specified in the relevant contract (if any) and any dates which are mutually agreed by us and

our customers.

— 11 =
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(4)  Expected completion dates are based on our management’s best estimation. In making the estimation, our
management considers the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule up to the Latest Practicable Date.

Although we expect to recognise revenue of approximately HK$218.1 million for FY2016/17
based only on our projects on hand as at 1 April 2016 as well as projects that have been awarded to us
from 1 April 2016 to the Latest Practicable Date, our Directors currently expect that our profit margin
may be negatively affected by the expected increase in depreciation expenses and staff costs upon our
planned acquisition of machinery and our planned recruitment of additional staff as well as the estimated
expenses in relation to the Listing that are to be recognised in FY2016/17.

Our Directors confirm that, save for the expenses in connection with the Listing, up to the date of
this prospectus, there has been no material adverse change in our financial or trading position or
prospect since 31 March 2016, and there has been no event since 31 March 2016 which would
materially affect the information shown in our combined financial statements included in the
accountants’ report set forth in Appendix I to this prospectus.

— 12 -



DEFINITIONS AND GLOSSARY OF TECHNICAL TERMS

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

following meanings.

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

“Board” or “Board of Directors”

“Bookrunner” or
“H&S Securities”

“Building Authority”

“Buildings Department”

“Buildings Ordinance”

“business day”

“BVI”
“CAGR”

“Capitalisation Issue”

“CCASS”

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

the articles of association of our Company adopted on 3
September 2016 and as amended 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 of our Company

Head & Shoulders Securities Limited

has the meaning ascribed to it under the Buildings Ordinance and,
as at the Latest Practicable Date, means the Director of Buildings
of the Government

the Buildings Department of the Government

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

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

the British Virgin Islands
compounded annual growth rate

the issue of 3,199,799,989 Shares to be made upon capitalisation
of part of the amount standing to the credit of our share premium
account as referred to in the section headed “A. Further
Information about our Company — 3. Written resolutions of our
sole Shareholder passed on 3 September 2016 in Appendix IV to
this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

13—
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participants”

“close associate(s)”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”’

“connected person(s)”’
(13 M "
connected transaction

“Construction Industry Council”

“Controlling Shareholders”

“core connected person(s)”

“Corporate Governance Code”

a person permitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person permitted 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 (as revised) of the Cayman Islands, as
amended, modified and supplemented from time to time

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

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

Shun Wo Group Holdings Limited (AFI4EEZERARAA), a
company incorporated in the Cayman Islands as an exempted
company with limited liability on 3 May 2016

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

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

has the meaning ascribed to it under the Listing Rules and unless
the context otherwise requires, means May City, Mr. YH Wong,
Mr. Lai and Mr. Tony Wong

has the meaning ascribed to it under the Listing Rules

the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules

_ 14 —
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“Customer Henderson”

“Deed of Indemnity”

“Deed of Non-Competition’

“Director(s)”

“ELS works”

“foundation works”

“FY2010/11”
“FY2011/12”
“FY2012/13”
“FY2013/14”
“FY2014/15”
“FY2015/16”
“FY2016/17”

“Group”, “we

“Government”’

29

)

13

us

2

)

or “our”

collectively, Ginca Construction Company Limited, Granbo
Construction Company Limited, Henderson Development Agency
Limited, Asia Cheer International Limited, Camluck Development
Limited and Worldman Development Limited, all of which are
subsidiaries or fellow subsidiaries or related companies of
Henderson Land Development Company Limited (stock code:
12), the shares of which are listed on the Main Board of the
Stock Exchange, and which together were our Group’s largest
customer for each of FY2013/14, FY2014/15 and FY2015/16

the deed of indemnity dated 3 September 2016 given by our
Controlling Shareholders in favour of our Company regarding
certain indemnities, details of which are set out in the section
headed “E. Other Information — 1. Tax and other indemnities”
in Appendix IV to this prospectus

the deed of non-competition dated 3 September 2016 given by
our Controlling Shareholders in favour of our Company regarding
non-competition undertaking, details of which are set out in the
section headed “Relationship with our Controlling Shareholders
— Non-competition undertaking” in this prospectus

the director(s) of our Company

excavation and lateral support works, a type of works that may be
involved in foundation constructions

the construction of foundation in building and construction
projects, which, in respect of our business, mainly include ELS
works, socketed H-piling and mini-piling works, and pile caps
construction works

the financial year ended 31 March 2011

the financial year ended 31 March 2012

the financial year ended 31 March 2013

the financial year ended 31 March 2014

the financial year ended 31 March 2015

the financial year ended 31 March 2016

the financial year ending 31 March 2017

our Company and our subsidiaries at the relevant time or, where
the context otherwise requires, in respect of the period prior to
our Company becoming the holding company of our present
subsidiaries, our present subsidiaries and the businesses operated
by such subsidiaries (as the case may be), and in respect of the
period prior to the Track Record Period where the context so

requires, Hop Kee Construction and Hop Kee Partnership

the government of Hong Kong

~15 -
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“HKD” or “HK$” and “cents”

“HKASs”

“HKFRSs”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”, “HKSAR” or
‘6HK’?

“Hong Kong Branch Share
Registrar”

“Hop Kee Construction”

“Hop Kee Construction (BVI)”

“Hop Kee Development”

“Hop Kee Machinery”

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

Hong Kong Accounting Standards issued by the Hong Kong
Institute of Certified Public Accountants

Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants

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

HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the People’s
Republic of China

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

Hop Kee Construction Company Limited (570 LEEARAF]), a
company incorporated in Hong Kong on 20 June 1995 with
limited liability and an indirect wholly-owned subsidiary of our
Company

Hop Kee Construction Company Limited (&L LFEARATH]), a
company incorporated in the BVI on 22 January 2016 with
limited liability and an indirect wholly-owned subsidiary of our
Company

Hop Kee Development Co., Limited (BitZEAMAA), a
company incorporated in Hong Kong with limited liability on 28
September 2011 and owned by Mr. YH Wong as to 50%, Mr.
Tony Wong as to 30% and Ms. Choi Mei Chu (the spouse of Mr.
YH Wong and the mother of Mr. Tony Wong) as to 20%

Hop Kee Machinery Transportation Company Limited (& 7CH#EM
M A PR/ F]), a company incorporated in Hong Kong on 22
July 2014 with limited liability and an indirect wholly-owned
subsidiary of our Company

—16 —
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“Hop Kee Partnership”

“independent third party(ies)”

“IPSOS”

“Ipsos Report”

“ISO”

“ISO 9001

“ISO 14001~

“Joint Lead Managers”

“Labour Department”

“Latest Practicable Date”

“Legal Counsel”

“Listing”

Hop Kee Construction Co. (frei#3E T#/ ), a partnership (i)
which was first registered in Hong Kong on 15 April 1995 as a
sole proprietorship and the business status of which changed to
partnership subsequently after the joining of partners; (ii) the
business registration of which was cancelled with effect from 21
December 2015; and (iii) whose registered owners were Mr. YH
Wong, Mr. Tony Wong and Mr. Lai immediately prior to the
cancellation of its business registration

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

Ipsos Limited, an independent market research agency, which is
an independent third party

a market research report commissioned by us and prepared by
Ipsos on the overview of the industry in which our Group
operates

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

quality management systems model published by ISO for quality
assurance in design, development, production, installation and
servicing. ISO 9001:2008 is a version of ISO 9001

environmental management system requirements published by
ISO. ISO 14001:2004 is a version of ISO 14001

Dakin Securities Limited and Head & Shoulders Securities
Limited

the Labour Department of the Government

3 September 2016, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining certain
information in this prospectus prior to its publication

Mr. Chan Chung, barrister-at-law of Hong Kong, who is an
independent third party

listing of the Shares on the Main Board

- 17 -
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“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“main contractor”

“May City”

“Memorandum of Association”
or “Memorandum”

“mini-pile”

“Mr. Lai”

“Mr. Tony Wong”

“Mr. YH Wong”

“New Shares”

“Offer Price”

the Listing Committee of the Stock Exchange

the date, expected to be on or about 28 September 2016, on
which dealings in the Shares first commence on the Main Board

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

the Main Board of the Stock Exchange

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

May City Holdings Limited (FEW#ERARAT), a company
incorporated in the BVI with limited liability on 18 February
2016 and owned by Mr. YH Wong as to 40%, Mr. Lai as to 30%
and Mr. Tony Wong as to 30%

the memorandum of association of our Company adopted on 3
September 2016 and as amended from time to time

a type of pile with a diameter not exceeding 400 mm. Mini-piling
works refer to the installation of mini-piles in the course of
foundation construction

Mr. LAI Kwok Fai (BZEI#f), an executive Director, our chief
operating officer and one of the Controlling Shareholders

Mr. WONG Tony Yee Pong (#7%JF) (former name: Wong Yee
Pong (ﬁ%ﬂﬁ)), an executive Director, our chief executive officer
and one of the Controlling Shareholders, as well as the son of Mr.
YH Wong

Mr. WONG Yan Hung (#{"/#), an executive Director, the
chairman of the Board and one of the Controlling Shareholders,
as well as the father of Mr. Tony Wong

the 800,000,000 new Shares to be offered for subscription under
the Share Offer

the final price per Offer Share in Hong Kong dollars (exclusive of
brokerage of 1%, SFC transaction levy of 0.0027% and the Stock
Exchange trading fee of 0.005%) at which the Offer Shares are to
be subscribed for or issued pursuant to the Share Offer

~ 18 —
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“Offer Share(s)”

“OHSAS”

“OHSAS 18001~

“Over-allotment Option”

“pile”

“pile cap”

“Placing”

“Placing Shares™

“Placing Underwriter(s)”

the Public Offer Shares and the Placing Shares

Occupational Health and Safety Assessment Specification, an
international assessment specification for occupational health and
safety management systems

the requirements for occupational health and safety management
system developed for managing health and safety risks associated
with a business. OHSAS 18001:2007 is a version of OHSAS
18001

the option expected to be granted by our Company under the
Placing Underwriting Agreement to the Bookrunner, which is
exercisable in full or in part by the Bookrunner (on behalf of the
Placing Underwriters), pursuant to which our Company may be
required to allot and issue up to an aggregate of 150,000,000
Shares, representing approximately 15% of the initial number of
Offer Shares offered under the Share Offer, at the Offer Price to
cover over-allocations in the Placing, if any

a structural beam that is made of steel, concrete or timber which
may be used in the construction of foundation

a concrete block that is placed on the top of a pile or a group of
piles to transmit and distribute loads from the structure to the pile
or group of piles, which usually forms a part of the foundation of
a building or structure

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

the 900,000,000 Shares comprising 700,000,000 New Shares and
200,000,000 Sale Shares being initially offered by our Company
and the Selling Shareholder respectively for subscription and/or
purchase pursuant to the Placing, subject to reallocation as
described in the section headed ““Structure and conditions of the
Share Offer” in this prospectus

the underwriters of the Placing, who are expected to enter into the
Placing Underwriting Agreement to underwrite the Placing
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“Placing Underwriting Agreement”

“PRC ’

“Predecessor Companies
Ordinance”

“Price Determination Agreement”’

“Price Determination Date”

“private sector projects”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriter”

“Public Offer Underwriting
Agreement”

the conditional underwriting and placing agreement relating to the
Placing expected to be entered into on or about 19 September
2016 by, among others, our Controlling Shareholders (including
the Selling Shareholder) our Company, the Bookrunner and the
Placing Underwriters, particulars of which are summarised in the
section headed “Underwriting” in this prospectus

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

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

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

the date, expected to be on or around 19 September 2016, on
which the Price Determination Agreement is entered into but in
any event no later than 19 September 2016

works contracts that are not public sector projects

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

the 100,000,000 New Shares initially being offered for
subscription under the Public Offer, subject to reallocation as
described in the section headed “Structure and conditions of the
Share Offer” in this prospectus

the underwriter of the Public Offer whose name is set out in the
section headed “Underwriting — Public Offer Underwriter” in
this prospectus

the conditional underwriting agreement dated 9 September 2016
relating to the Public Offer entered into between, among others,
our Controlling Shareholders, our executive Directors, our
Company and the Public Offer Underwriter, particulars of which
are summarised in the section headed ‘““Underwriting” in this
prospectus
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“public sector projects”

“Registered Specialist Contractor”

“Reorganisation”

“Safety Adviser”

“Sale Shares”

“Selling Shareholder”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”
“Share Offer”

“Share Option Scheme”

“socketed H-pile”

“Sponsor”

works contracts of which the ultimate project employer is the
Government or a statutory body

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

the corporate reorganisation of our Group in preparation for the
Listing as described in the section headed “Statutory and general
information — A. Further information about our Company — 4.
Corporate reorganisation” in Appendix IV to this prospectus

Mr. Tang Cheuk Wa, a safety auditor registered under section
4(1) of the Factories and Industrial Undertakings (Safety
Management) Regulation (Chapter 59AF of the Laws of Hong
Kong) with effect from November 2000

the 200,000,000 Offer Shares offered by the Selling Shareholder
at the Offer Price under the Share Offer

May City, our existing Shareholder who is expected to offer to
sell the Sale Shares in the Share Offer

the Securities and Futures Commission of Hong Kong

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

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

holder(s) of the Share(s)
the Public Offer and the Placing

the share option scheme conditionally adopted by our Company
on 3 September 2016, the principal terms of which are
summarised in the section headed “D. Share Option Scheme” in
Appendix IV to this prospectus

a type of pile which is a steel H-section. “Socketed H-piling
works” refer to the installation of socketed H-piles in the course
of foundation construction

Dakin Capital Limited, the sponsor for the Listing and a licensed
corporation to engage in type 6 (advising on corporate finance)
regulated activity under the SFO
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DEFINITIONS AND GLOSSARY OF TECHNICAL TERMS

“sq.ft.”

“Stock Borrowing Agreement”

“Stabilising Manager”
“Stock Exchange”

“subcontractor”

“subsidiary(ies)”

“Substantial Shareholder”

“Takeovers Code”

“Track Record Period”

“Umma Floral”

“Underwriters”

“Underwriting Agreements”

“US$”

“variation order”

square foot

the stock borrowing agreement to be entered into between May
City and the Stabilising Manager, pursuant to which the
Stabilising Manager may borrow up to 150,000,000 Shares to
cover any over-allocations in the Share Offer

H&S Securities
The Stock Exchange of Hong Kong Limited

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

has the meaning ascribed to it under the Listing Rules

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

The Codes on Takeovers and Mergers, as amended, supplemented
or otherwise modified from time to time

FY2013/14, FY2014/15 and FY2015/16

Umma Floral Limited, a company incorporated in the BVI with
limited liability on 2 October 2015 and a direct wholly-owned
subsidiary of our Company

the Public Offer Underwriter and the Placing Underwriters,
details to which are set out in the section headed “Underwriting”
in this prospectus

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

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

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

“WHITE Application Form(s)” the application form(s) to be completed in accordance with the

instructions in the paragraph headed “How to apply for Public
Offer Shares” in this prospectus

“YELLOW Application Form(s)” the application form(s) to be completed in accordance with the

“%n

instructions in paragraph headed “How to apply for Public Offer
Shares” in this prospectus

per cent
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FORWARD-LOOKING STATEMENTS

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

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

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

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

° our Company’s dividend distribution plans;

° the regulatory environment as well as the general industry outlook for the industry in which

our Group operates;
° future developments in the industry in which our Group operates; and
° the trend of the economy of Hong Kong and the world in general.

These statements are based on various assumptions, including those regarding our Group’s present
and future business strategy and the environment in which our Group will operate in the future.

Our Group’s future results could differ materially from those expressed or implied by such
forward-looking statements. In addition, our Group’s future performance may be affected by various
factors including, without limitation, those discussed in the sections headed ‘“Risk factors” and
“Financial information” of this prospectus.

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

In this prospectus, statements of, or references to, our Group’s intentions or those of any of our
Directors are made as at the date of this prospectus. Any such intentions may change in light of future
developments.
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RISK FACTORS

Potential investors should carefully consider all of the information set out in this prospectus
and, in particular, should consider the following risks and special consideration associated with an
investment in our Company before making any investment decision in relation to the Offer Shares. If
any of the possible events as described below materialises, our Group’s business, financial position
and prospects could be materially and adversely affected and the trading prices 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

A significant portion of our revenue was generated from contracts awarded by a limited number of
customers and any significant decrease in the number of projects with our major customers may
materially and adversely affect our financial condition and operating results

A significant portion of our revenue was derived from a limited number of customers during the
Track Record Period. Our top five customers for each of FY2013/14, FY2014/15 and FY2015/16
accounted for 100%, approximately 97.2% and approximately 95.1% of our revenue respectively. For
the same period, our largest customer accounted for approximately 70.2%, 69.7% and 51.8% of our
revenue respectively.

There is no assurance that we will continue to obtain contracts from our major customers in the
future. If there is a significant decrease in the number of projects awarded by our major customers, and
we are unable to secure suitable projects of a comparable size and quantity as replacements from other
customers, our financial condition and operating results would be materially and adversely affected.

In addition, in the event that our major customers experience any liquidity problem, this may result
in delay or default of payments to us, in which case the business, financial positions and prospects of
our Group could be materially and adversely affected.

Our revenue is mainly derived from projects which are not recurrent in nature and there is no
guarantee that our customers will provide us with new businesses

Our revenue is typically derived from projects which are non-recurrent in nature. During the Track
Record Period, we secured new businesses mainly through direct invitation for quotation or tender by
customers.

We generally do not enter into long-term agreements with our customers and our customers are
therefore under no obligation to award projects to us. As such, there is no guarantee that we will be able
to secure new businesses from customers. Accordingly, the number and scale of projects and the amount
of revenue we are able to derive therefrom may vary significantly from period to period, and it may be
difficult to forecast the volume of future business.

In the event that our Group fails to secure new contracts or there is a significant decrease in the
number of tender invitations or contracts available for bidding in the future, the business and financial
positions and prospects of our Group could be materially and adversely affected.
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RISK FACTORS

We determine the tender price based on the estimated time and costs involved in a project which
may deviate from the actual time and costs involved and any material inaccurate estimation may
adversely affect our financial results

We need to estimate the time and costs involved in a project in order to determine our quotation or
tender price. There is no assurance that the actual amount of time and costs would not exceed our
estimation during the performance of our projects. The actual amount of time and costs incurred in
completing a project may be adversely affected by many factors, including adverse weather conditions,
accidents, unforeseen site conditions, departure of key project management and supervision personnel
involved, non-performance by our subcontractors, unexpected significant increase in costs of
construction materials agreed to be borne by us, and other unforeseen problems and circumstances. Any
material inaccurate estimation in the time and costs involved in a project may give rise to delays in
completion of works and/or cost overruns, which in turn may materially and adversely affect our
Group’s financial condition, profitability and liquidity.

Foundation works expose us to the risk of unexpected geological or sub-soil conditions

Prior to commencement of our foundation works, our customers would normally provide us with
ground investigation reports. However, information contained in these reports may not be sufficient to
reveal the actual geology beneath the construction site due to limitation in the scope of the underground
investigation works that can be carried out at the site and/or other technical limitations. There may be
discrepancies between the actual geological conditions and the findings set out in these investigation
reports, and the investigation may not be able to reveal the existence of rocks or to identify any
antiquities, monuments or structures beneath the site. All these may eventually present potential issues
and uncertainties in the carrying out of our foundation works, such as the possible increase in the
complexity of the project resulting from additional work procedures, workers, equipment and time
required to deal with any unexpected existence of rocks, antiquities or monuments, which may also lead
to additional costs to be incurred. Pricing of our services is determined on a case-by-case basis having
regard to various factors, which include our assessment of the complexity of the project having regard to
all relevant information available to us, including the information contained in the ground investigation
reports provided by our customers. Nevertheless, in case of any significant unexpected difficult
geological or sub-soil conditions, our Group may incur additional costs in dealing with such unforeseen
conditions, which may lead to cost overruns and may thus materially and adversely affect our business
operation and financial position.

We experienced a decline in our gross profit margin over the Track Record Period

Our gross profit margin decreased from approximately 31.9% for FY2013/14 to approximately
25.1% for FY2014/15, and further decreased to approximately 23.8% for FY2015/16, which was
primarily because (i) we undertook more projects of relatively larger scales and higher income in
FY2014/15 compared to FY2013/14, for which we typically set our quotation or tender price based on a
relatively lower expected margin because of the relatively larger absolute amount of profit expected to
be derived; and (ii) we subcontracted out substantially all works in respect of a relatively sizeable
project in FY2015/16 and acted only in a project management and supervisory role, resulting in a lower
profit margin for such project, which in turn brought a downward effect to our overall gross profit
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margin for FY2015/16. Please refer to the section headed “Financial information — Period-to-period
comparison of results of operations” in this prospectus for a further discussion on the reasons for such
decline.

Our profit margins may fluctuate from project to project due to factors such as the complexity and
size of the project, the amount of resources (e.g. machinery and labour) required, our pricing strategy
and the accuracy of our estimation of our costs. There is no assurance that our profit margins in the
future will remain at a level comparable to those recorded during the Track Record Period. Our financial
condition may be adversely affected by any decrease in our profit margins.

Our past revenue and gross profit derived from foundation projects may not be indicative of our
future revenue and gross profit

For each of FY2013/14, FY2014/15 and FY2015/16, our revenue amounted to approximately
HK$75.5 million, HK$166.5 million and HK$192.2 million respectively, while our gross profit
amounted to approximately HK$24.1 million, HK$41.9 million and HK$45.7 million respectively.

However, such trend of historical financial information of our Group is a mere analysis of our past
performance only and does not have any positive implication and may not necessarily reflect our
financial performance in the future. Our future performance will depend on, among other things, our
ability to secure new contracts and to control our costs and will be subject to risk factors set out in this
section. There is no assurance that our revenue and gross profit will maintain an increasing trend in the
future or remain at a level comparable to those recorded during the Track Record Period.

There is no assurance that we will be able to renew our registrations (i) with the Buildings
Department as a Registered Specialist Contractor (Foundation Works) and (ii) in the
Subcontractor Registration Scheme of the Construction Industry Council

Hop Kee Construction, our principal operating subsidiary, has registered with the Buildings
Department as a Registered Specialist Contractor under the sub-register of “Foundation Works”
category as customers of private sector projects may prefer to engage Registered Specialist Contractors
(Foundation Works) to undertake foundation works.

Some of our customers may also prefer to engage subcontractors who are registered in the
Subcontractor Registration Scheme of the Construction Industry Council. In view of this, Hop Kee
Construction has also completed such registration.

Renewal of the aforementioned registrations is required every two or three years and is generally
subject to certain technical and relevant industry experience requirements. There is no assurance that we
will be able to renew such registrations every time in the future. In the event of non-renewal of such
registrations, our reputation, our ability to obtain future businesses, and our business and financial
positions and prospect could be materially and adversely affected.
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Our Group is dependent on key personnel and there is no assurance that our Group can retain
them

Our Directors believe that our success, to a large extent, is attributable to, among other things, the
contribution of Mr. YH Wong, Mr. Tony Wong and Mr. Lai, each being our executive Director. Details
of their expertise and experience are set out in the section headed ‘“Directors and senior management” in
this prospectus.

Our key personnel as well as their management experience in the foundation industry in Hong
Kong are crucial to our operation and financial performance. Although we have entered into a service
agreement with each of our executive Directors, there could be an adverse impact on our operation
should any of our executive Directors terminate his service agreement with us or otherwise cease to
serve our Group and appropriate persons could not be found to replace them. There is no assurance that
we will be able to attract and retain capable staff in the future.

In addition, one of the requirements for Hop Kee Construction to maintain its registration as a
Registered Specialist Contractor (Foundation Works) is that it must have a minimum of one “authorised

)

signatory” and one ‘“technical director”. Further details of such requirement is disclosed in the section
headed “Business — Licenses and permits — 1. Registered Specialist Contractor (under the sub-register
of “Foundation Works” category)” in this prospectus. There is no assurance that the existing authorised
signatories or technical directors of our Group will not resign or otherwise cease to serve our Group in
the future. In such event, if we are unable to locate suitable replacement of qualified personnel in a
timely manner, our ability to maintain our registration as a Registered Specialist Contractor (Foundation
Works) may be adversely affected, which will in turn have a material and adverse impact on our

business, financial positions and prospect.

The Government has taken legal actions against Hop Kee Construction in respect of four alleged
safety offences

On 15 December 2015, the Labour Department carried out an inspection at one of our work sites.
Subsequently, pursuant to four summonses dated 8 June 2016, the Government has taken legal actions
against Hop Kee Construction in respect of four alleged safety offences, the nature of which included
the alleged failure to implement certain safety measures at certain locations of the work sites. There was
no accident or work injury arising from the incidents. As at the Latest Practicable Date, we were seeking
legal advice in relation to the four alleged offences, and will consider further action based on such
advice.

As advised by the Legal Counsel, under the Construction Sites (Safety) Regulations, the maximum
sentence against our Group for each of the four alleged offences in the case of commission without
reasonable excuse is HK$200,000.

For further information regarding the alleged offences, the potential legal consequences, the
potential impact on our business operations and our renewal of registrations, and the adequacy and
effectiveness of our safety management system, please refer to the section headed “Business —
Litigation and claims — Ongoing litigation™ in this prospectus.
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Our top five suppliers accounted for a substantial portion of our purchases

During the Track Record Period, suppliers of goods and services which were specific to our
business and were required on a regular basis to enable us to continue to carry on our business included
(i) our subcontractors; and (ii) suppliers of construction materials; and (iii) suppliers of other
miscellaneous services.

Our top five suppliers accounted for approximately 72.5%, 63.3% and 56.5% of our total
purchases for each of FY2013/14, FY2014/15 and FY2015/16 respectively. In particular, approximately
45.5%, 22.5% and 15.0% of our total purchases were attributable to our largest supplier for each of
FY2013/14, FY2014/15 and FY2015/16 respectively. If any of our top suppliers were to substantially
reduce the amount of goods or services provided to us or to terminate the business relationship with us
entirely, there can be no assurance that the provision of goods and/or services from new suppliers in
replacement, if any, would be on commercially comparable terms. As such, our operation and financial
performances may be adversely affected.

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

Our foundation projects depend on the use of machinery owned by us. There is no assurance that
our machinery 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.

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

We may subcontract some of our works to other subcontractors in our ordinary course of business.
For each of FY2013/14, FY2014/15 and FY2015/16, subcontracting charges incurred by us amounted to
approximately HK$25.9 million, HK$33.9 million and HK$49.6 million respectively. We evaluate
subcontractors by taking into account, among other things, their background, quality of services, skills
and technique, delivery time, availability of resources in accommodating delivery requirement and
reputation. However, there is no assurance that the work quality of our subcontractors can always meet
our requirements. We may not be able to monitor the performance of our subcontractors as directly and
efficiently as with our own labours. Outsourcing exposes us to the risks associated with non-
performance, delayed performance or sub-standard performance by our subcontractors. As a result, we
may incur additional costs or be subject to liability under the relevant contracts between us and our
customers for our subcontractors’ unsatisfactory performance. Such events could impact upon our
profitability, financial performance and reputation.

In addition, there is no assurance that our Group will always be able to secure services from
suitable subcontractors when required, or be able to negotiate acceptable fees and terms of service with
subcontractors. In such event, our operation and financial position may be adversely affected.
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Our profitability may be affected by the potential increase in depreciation expenses and staff costs
upon our planned acquisition of additional machinery and our planned recruitment of additional
staff

It is one of our business strategies to acquire additional machinery by utilising a portion of net
proceeds from the Share Offer so as to cope with our business development, strengthen our brand name
and increase our overall efficiency, capacity and technical capability in performing foundation works as
well as our ability to cater for different needs and requirements of different customers. Please refer to
the section “Future plans and use of proceeds” for details of the types of machinery to be purchased and
the intended timing of deployment of the proceeds in this regard. Please also refer to the section
“Business — Machinery” in this prospectus for details of our existing machinery.

As a result of the purchase of additional machinery, it is expected that additional depreciation will
be charged to our profit and loss account and may therefore affect our financial performance and
operating results. Based on the accounting policies adopted by our Group, depreciation on machinery is
calculated using the straight-line method. Therefore, based on the intended timing of deployment of the
proceeds for purchasing machinery and taking into account our existing machinery, it is estimated that
depreciation expenses on plant and machinery of approximately HK$4.8 million will be incurred for
FY2016/17.

In addition to the acquisition of additional machinery, our business strategies also include the
recruitment of additional staff by utilising a portion of net proceeds from the Share Offer so as to cope
with our business development. Please refer to the section “Future plans and use of proceeds” for
details of the additional staff that we plan to employ by functions. Based on the intended timing of
deployment of the proceeds for recruitment of additional staff, it is estimated that additional staff costs
of approximately HK$2.7 million will be incurred for FY2016/17.

Our planned investments in machinery and labour resources will increase our fixed costs (including
depreciation expenses and staff costs) but there is no assurance that there will be a satisfactory increase
in our operational and financial performance as a result. Should we be unable to obtain more projects
and increase our profitability after such planned investments, our business and financial positions and
prospect may be adversely affected.

Possible difficulty in recruiting sufficient labour may hinder our future business strategies

It is one of our business strategies to expand our labour resources by recruiting additional staff in
order to cope with our business development and our planned purchases of additional machinery. Please
refer to the section “Future plans and use of proceeds” for details of the additional staff that we plan to
employ by functions.

However, the foundation industry in Hong Kong has been facing the problem of labour shortage
and ageing workforce, as further discussed in the paragraph headed ‘“Risk relating to the industry in
which we operate — The foundation industry in Hong Kong has been facing the problem of labour
shortage and ageing workforce” below. As a result, there may be potential difficulties for us to recruit
sufficient labour for the implementation of our future business strategies. Any material difficulties in
recruiting sufficient labour for the implementation of our future business strategies may adversely affect
our Group’s ability to successfully grow our business, which may in turn adversely affect our business
and financial positions and prospect.
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We face liquidity risk in relation to working capital requirements associated with undertaking
contract works and possible failure by customers to make timely or full payments

When undertaking contract works, there are often time lags between making payments to our
suppliers and receiving payments from our customers, resulting in possible cash flow mismatch. If we
choose to pay our suppliers only after receiving payments from our customers, we will risk our
reputation in being able to make payments on a timely manner, which could harm our ability to engage
capable and quality suppliers for our business in the future. On the other hand, after we apply for
payment from our customers, there is generally an examination process on works completed and we
cannot guarantee that our customers will pay in a timely manner or pay the full amount invoiced by us.
The extent of such cash flow mismatch is illustrated by the differences between our trade payables
turnover days and our trade receivables turnover days. For each of FY2013/14, FY2014/15 and FY2015/
16, our trade payables turnover days were approximately 34.0 days, 36.3 days and 41.4 days
respectively and our trade receivables turnover days were approximately 59.7 days, 39.2 days and 47.7
days respectively, which are further discussed in the section headed “Financial information” in this
prospectus.

Some of our customers may also require us to take out performance bonds issued by banks or
insurance companies in the amount of certain percentage of the contract sum in favour of our customers,
which may result in the lock-up of a portion of our capital for potentially a prolonged period of time
and thereby affecting our liquidity position. For further information, please refer to the paragraph headed
“Business — Customers — Principal terms of engagement — Performance bond” in this prospectus.

If we fail to properly manage our liquidity position in view of such working capital requirements
and the possible cash flow mismatch associated with undertaking contract works, our cash flows and
financial position could be materially and adversely affected.

We may be liable to pay liquidated damages if we fail to meet the completion schedule
requirements specified in the works contracts undertaken by us

Some of our contracts include a liquidated damages clause to protect our customers against any
late completion of works. We may be liable to pay liquidated damages to our customers if we are unable
to meet the time schedules specified in the contracts. Liquidated damages are typically calculated on the
basis of a fixed sum per day and/or according to certain damages calculating mechanism as stipulated
under the contract on a daily basis. Any failure to meet the time schedule requirements specified in the
contracts may result in our Group being liable to pay significant liquidated damages, which would
adversely affect our liquidity and cash flows and have a material adverse impact on our business,
financial condition, reputation and prospect.

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

The aggregate amount of revenue that we are able to derive from a project may be different from
the original contract sum specified in the relevant contract for the project due to factors such as
variation orders (including addition, modification or cancellation of certain contract works) placed by
our customers from time to time during the course of project execution. As such, there is no assurance
that the amount of revenue derived from our projects on hand will not be substantially lower than the
original contract sum as specified in the relevant contracts.
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In respect of our projects completed during each of FY2013/14, FY2014/15 and FY2015/16 where
the amount of revenue recognised were lower than the original contract sum, such differences amounted
to an aggregate of approximately HK$1.6 million, nil and HK$7.3 million respectively. In respect of our
projects completed during each of FY2013/14, FY2014/15 and FY2015/16 where the amount of revenue
recognised were higher than the original contract sum, such differences amounted to an aggregate of
approximately HK$6.1 million, HK$25.5 million and HK$6.2 million respectively (whereas our total
revenue amounted to approximately HK$75.5 million for FY2013/14, HK$166.5 million for FY2014/15
and approximately HK$192.2 million for FY2015/16).

The aggregate number of our projects on hand as at 1 April 2016 (including projects that have
commenced but not completed as well as projects that have been awarded to us but not yet commenced)
and projects that were awarded to us from 1 April 2016 to the Latest Practicable Date was 16. The total
amount of revenue expected to be recognised from such projects is estimated to be approximately
HK$218.1 million for FY2016/17. Due to the reasons mentioned above, there is no assurance that the
actual amount of revenue to be recognised from our projects on hand will not be substantially different
from such estimated figure.

We are subject to credit risk in respect of our trade and other receivables

There can be no assurance that our customers will settle our invoices on time and in full. In
addition, when undertaking contract works, some of our customers may, depending on the contract
terms, hold up a certain percentage of each payment made to us as retention money. Retention money is
normally 10% of the value of the works done, subject to a maximum rate of 5% of the total contract
sum and there can be no assurance that such retention money will be released by our customers to us on
a timely basis and in full upon project completion and/or expiry of defects liability period.

For FY2014/15, we made a provision for impairment of trade receivables in the amount of
HK$1,636,000. In addition, as at 31 March 2014, 2015 and 2016, we recorded trade receivables (net of
provision for impairment) of approximately HK$14.8 million, HK$20.9 million and HK$29.3 million
respectively, of which approximately HK$4.0 million, HK$16.8 million and HK$2.9 million respectively
have been past due but not impaired. As at 31 March 2014, 2015 and 2016, we recorded retention
receivables of approximately HK$2.9 million, HK$5.6 million and HK$13.3 million respectively. For
each of FY2013/14, FY2014/15 and FY2015/16, our trade receivables turnover days were approximately
59.7 days, 39.2 days and 47.7 days respectively. Any difficulty in collecting a substantial portion of our
trade receivables could materially and adversely affect our cash flows and financial positions.

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

Hop Kee Construction has completed the registration as a Registered Specialist Contractor under
the sub-register of “Foundation Works” category. For private sector projects, a Registered Specialist
Contractor is required to be appointed to carry out specialised works (such as foundation works)
pursuant to section 9 of the Buildings Ordinance. Therefore, our customers may appoint Hop Kee
Construction to act as a Registered Specialist Contractor pursuant to the requirement of section 9 of the
Buildings Ordinance. The duties of a Registered Specialist Contractor include: (i) to provide continuous
supervision to the carrying out of the works; (ii) to notify the Building Authority of any contravention
of the regulations that would result from carrying out the works; and (iii) to comply generally with the
Buildings Ordinance.
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If we are appointed by our customer to act as a Registered Specialist Contractor in a private sector
project in the future and we fail to properly supervise the carrying out of the site works pursuant to the
requirements of the Buildings Ordinance, we and our Directors may be subject to prosecution or
disciplinary action, details of which are set out in the section headed ‘“Regulatory overview — C. Law
and regulations in relation to contractor licensing — Regulatory actions under the Buildings Ordinance”
in this prospectus.

During the Track Record Period, our customers have appointed us to act as a Registered Specialist
Contractor (Foundation Works) and we did not experience any such incidents. However, there is no
assurance that no such incidents will occur in the future. In such event, our reputation, business
operation and financial position may be materially and adversely affected.

We may damage various underground services utilities

Services utilities may be laid underground or below carriageways and footways in Hong Kong.
We, when carrying out foundation works, may encounter those service utilities. There is no assurance
that damage to those utilities will not occur during our foundation works. Accordingly, we may be liable
to the costs for the repair of such damaged service utilities to the extent not covered by insurance.

Our business plans and strategies may not be successful or be achieved within the expected time
frame or within the estimated budget

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

We may be a party to legal proceedings from time to time and we cannot assure you that such
legal proceedings will not have a material adverse impact on our business. In particular, there may
be potential litigations against us in relation to employees’ compensation claims and common law
personal injury claims

We may be liable to claims in respect of various matters from our customers, subcontractors,
workers and other parties concerned with our works from time to time. Such claims may include in
particular employees’ compensation claims and common law personal injury claims in relation to
personal injuries suffered by workers as a result of accidents arising out of and in the course of
employment of the injured workers. During the Track Record Period and up to the Latest Practicable
Date, we encountered several incidents of claims or litigation arising out of our operation. Please refer
to the section headed “Business — Litigation and claims”™ of this prospectus for further information.

Should any claims against us fall outside the scope and/or limit of insurance coverage, our
financial position may be adversely affected. Legal proceedings can be time-consuming, expensive, and
may divert our management’s attention away from the operation of our business. If the aforesaid claims
were successfully made against our Group, it may result in the incurring of legal liabilities and costs,
which in turn could adversely affect our revenue, results of operation and financial position.

— 33 -



RISK FACTORS

Due to the nature of our business, we may become involved in claims, legal proceedings and
investigations relating to, among other things, contractual disputes with customers or subcontractors,
labour disputes, employees’ compensation, and safety, environmental or other legal requirements. Any
claims or legal proceedings to which we may become a party in the future may have a material and
adverse impact on our business.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Our performance depends on market conditions and trends in the foundation industry and if the
recent slowdown (in terms of transaction volume and price) of the property market in Hong Kong
persists, the availability of foundation projects in Hong Kong may decrease significantly

We are a contractor of foundation works in Hong Kong during the Track Record Period and up to
the Latest Practicable Date. The future development of the foundation industry and the availability of
foundation projects in Hong Kong depends largely on the continued development of the property market
in Hong Kong. The nature, extent and timing of available foundation projects will be determined by an
interplay of a variety of factors, including the Government’s policies on the property market in Hong
Kong, its land supply and public housing policy, the investment of property developers and the general
conditions and prospects of Hong Kong’s economy. These factors may affect the availability of
foundation projects in Hong Kong.

According to the Land Registry of the Government, the total number of sale and purchase
agreements for building units in May 2016 decreased by approximately 11.3% as compared with May
2015. In addition, according to Rating and Valuation Department of the Government, the price index for
private domestic properties (of all classes) decreased from 306.1 as of September 2015 to 273.1 in April
2016. If such recent slowdown (in terms of transaction volume and price) of the property market in
Hong Kong persists, there is no assurance that investments in property development projects by private
property developers will not decrease. In such case, the availability of foundation projects in Hong Kong
may decrease significantly and our Group’s business and financial position and prospect may be
adversely and materially affected.

The foundation industry in Hong Kong has been facing the problem of labour shortage and ageing
workforce

According to the Ipsos Report, the Hong Kong foundation industry has been facing the problem of
labour shortage and aging workforce. This led to the average foundation worker wages per day having
increased from approximately HK$842.3 in 2011 to approximately HK$1,291.4 in 2015, representing a
CAGR of approximately 11.3%. For further information regarding the problem of labour shortage and
aging workforce faced by the foundation industry in Hong Kong, please refer to the section headed
“Industry overview — Potential challenges™ in this prospectus.

Our direct staff cost (included in our direct costs) amounted to approximately HK$3.9 million,
HK$10.5 million and HK$23.4 million (representing approximately 7.7%, 8.4% and 16.0% of our total
direct costs) for each of FY2013/14, FY2014/15 and FY2015/16 respectively. The supply and cost of
labour in Hong Kong are affected by the availability of labour in the market as well as economic factors
in Hong Kong including the inflation rate and standard of living. There is no guarantee that the supply

—34 —



RISK FACTORS

of labour and labour costs will be stable and that our Group will be able to identify and recruit staff
members in replacement in a timely manner, failing which there could be an adverse effect on our
Group’s operation.

In addition, the Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong) requires that
an employee is entitled to be paid wages in respect of any wage period of not less than the minimum
wage, which shall be derived by reference to the prescribed minimum hourly wage rate (currently set at
HK$32.5 per hour). Although none of our employees were paid at the current statutory minimum wage
of HK$32.5 per hour or lower as at the Latest Practicable Date as confirmed by our Directors, there is
no assurance that the statutory minimum wage will not increase in the future.

In the event that we fail to retain our existing labour and/or recruit sufficient labour in a timely
manner to cope with the demand of our existing or future jobs and/or there is a significant increase in
the costs of labour, we may not be able to complete our jobs on schedule and/or within budget and our
operations and profitability may be adversely affected.

Rising construction costs, including the costs of construction workers and construction materials,
may increase our costs of operation

According to the Ipsos Report, the foundation industry in Hong Kong has been facing the problem
of increasing operating costs. The increase in operating costs is mainly attributed to the wage trend of
construction workers (as discussed above) as well as the prices of certain construction materials, such as
concrete, which is typically required in carrying out foundation works. For further details of the past
price trend of such construction materials, please refer to the section headed ‘“Industry overview —
Price trend of major cost components” in this prospectus. Any substantial increase in our costs of
operation may materially and adversely affect our business and financial positions and prospect.

We may subcontract some of our works to other subcontractors in our ordinary course of business.
The fee charged by our subcontractors depend on a number of factors, which generally include their own
costs of operation. Therefore, if labour costs and costs of construction materials in Hong Kong keep
increasing, our subcontracting costs may increase in the future, which could materially and adversely
affect our business operation and financial condition.

Personal injuries, property damages or fatal accidents may occur at work sites

Notwithstanding our occupational health and safety measures that are required to be followed by
employees of our Group and our subcontractors, accidents leading to personal injuries, property damages
and/or fatal accidents remain an inherent risk at work sites. There is no assurance that there will not be
any violation of our safety measures or other related rules and regulations by the employees of our
Group or our subcontractors. Any such violation may lead to higher probability of occurrences, and/or
increased seriousness, of personal injuries, property damages and/or fatal accidents at work sites, which
may materially and adversely affect our business operations as well as our financial position to the
extent not covered by insurance policies. Also, failure to maintain safe construction sites and/or to
implement safety management measures resulting in the occurrence of serious personal injuries or fatal
accidents may lead to the non-renewal of our registrations with the Buildings Department as a
Registered Specialist Contractor.
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In addition, any personal injuries and/or fatal accidents to the employees of our Group and our
subcontractors may lead to claims or other legal proceedings against our Group. Any such claims or
legal proceedings could adversely and materially affect our financial position to the extent not covered
by insurance policies. Also, notwithstanding the merits of any such claims or legal proceedings, we need
to divert management resources and incur extra costs to handle these matters. Any such claims or legal
proceedings could therefore have a material and adverse impact on our business operations.

Construction labours may launch industrial actions or strikes to demand for higher wages and/or
shorter working hours

Construction works are usually divided into various different trades. Each trade requires
specialized labour of its own and cannot be easily replaced by labour of another trade. Industrial action
of any trade may disrupt our operation and/or the operation of our customers and/or subcontractors and
thus the work progress of projects undertaken by us. Although there was no industrial action or strikes
on the construction sites of our Group during the Track Record Period, there is no assurance that trade
unions will not launch any industrial actions or strikes to demand for higher wages and/or shorter
working hours in the future. If their demands are to be met, we may incur additional subcontracting
costs and/or experience delay in the completion of our projects where our customers may in turn claim
against us for not being able to meet the time schedule requirements of the contracts. In either case,
these industrial actions or strikes may have adverse impact on our profitability and results of operation.

Changes in existing laws, regulations and Government policies, including but not limited to the
introduction of more stringent laws and regulations on licensing, environment protection, labour
safety, etc. may cause us to incur substantial additional expenditure

Many aspects of our business operation are governed by various laws and regulations and
Government policies. The requirements in respect of the granting and/or renewal of various licenses and
qualifications in the foundation industry may change from time to time, and there is no assurance that
we will be able to respond to such changes in a timely manner. Such changes may also increase our
costs and burden in complying with them, which may materially and adversely affect our business,
financial condition and results of operation. For example, if there are any changes to and/or imposition
of the requirements for qualification in the foundation industry in relation to environment protection and
labour safety, and we fail to meet the new requirements in a timely manner or at all, our business
operation will be materially and adversely affected.

We operate in a competitive industry

The foundation industry in Hong Kong is competitive. For instance, there were 144 Registered
Specialist Contractor under the sub-register of “Foundation Works” category as at the Latest Practicable
Date. Some of our competitors may have certain advantages, 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. Any significant increase in competition may result in lower operating
margins and loss of market share, which may adversely affect our profitability and operating results.
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RISKS RELATING TO HONG KONG

The general social and economic conditions in Hong Kong may affect our business and financial
positions

Our performance and financial position are heavily dependent on the state of economy in Hong
Kong as our operation are based in and we derive our revenue solely from Hong Kong during the Track
Record Period. Furthermore, we have no current plans to expand into foreign markets. In the event that
there is a downturn in the economy of Hong Kong, our results of operation and financial position may
be severely affected.

The state of social and political environment in Hong Kong may affect our business and financial
positions

Hong Kong is a special administrative region of the PRC and enjoys a high level of autonomy
under the principle of “one country, two systems” according to the Basic Law of Hong Kong. However,
we are not in any position to guarantee the implementation of the “one country, two systems” principle
and the level of autonomy as currently in place at the moment. Since our operation are solely located in
Hong Kong, any change of such political arrangements or major change to the social landscape may post
immediate threat on the stability of the economy in Hong Kong, thereby directly and negatively
affecting our results of operation and financial positions.

RISKS RELATING TO THE SHARE OFFER
Investors will experience immediate dilution

Because the Offer Price of our Shares 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
approximately HK$0.037 per Share, based on the Offer Price of HK$0.13 per Share, being the mid-point
of the indicative Offer Price range of HK$0.12 per Offer Share to HK$0.14 per Offer Share.

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

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

Our Company may issue additional Shares upon exercise of options to be granted under the Share
Option Scheme in the future. The increase in the number of Shares outstanding after the issue would
result in the reduction in the percentage ownership of the Shareholders and may result in a dilution in
the earnings per Share and net asset value per Share.

In addition, we may need to raise additional funds in the future to finance our operation or
business expansion or new development. If additional funds are raised through the issuance of new
equity or equity-linked securities of our Company other than on a pro-rata basis to the existing
Shareholders, the shareholding of such Shareholders in our Company may be reduced or such new
securities may confer rights and privileges that take priority over those conferred by the Offer Shares.

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

There is no guarantee that our Controlling Shareholders will not dispose of their Shares following
the expiration of their respective lock-up periods after the Listing. Our Group cannot predict the effect,
if any, of any future sales of the Shares by any of the Controlling Shareholders, or that the availability
of the Shares for sale 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.

The Bookrunner is entitled to terminate the Underwriting Agreements

Prospective investors should note that the Bookrunner (for itself and on behalf of other
Underwriters) is entitled to terminate its obligations under the Underwriting Agreements by giving
notice in writing to us upon the occurrence of any of the events set out in the section headed
“Underwriting — Grounds for termination” in this prospectus at any time prior to 8:00 a.m. (Hong
Kong time) on the Listing Date. Such event may include, without limitation, any acts of God, wars,
riots, public disorder, civil commotion, economic sanction, epidemic, fire, flood, explosions, acts of
terrorism, earthquakes, strikes or lock-outs.

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 “Cayman Islands Company Law — Protection of minorities and
shareholders’ suits” in Appendix III to this prospectus.
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Future issues, offers or sales of Shares may adversely affect the prevailing market price of the
Shares

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

Granting options under the Share Option Scheme may affect our Group’s result of operation and
dilute Shareholders’ percentage of ownership

Our Company may grant share options under the Share Option Scheme in the future. The fair value
of the options on the date on which they are granted with reference to the valuer’s valuation will be
charged as share-based compensation, which may adversely affect our Group’s results of operation.
Issuance of Shares for the purpose of satisfying any award made under the Share Option Scheme will
also increase the number of Shares in issue after such issuance and thus may result in the dilution to the
percentage of ownership of the Shareholders and the net asset value per Share. No option has been
granted pursuant to the Share Option Scheme as at the Latest Practicable Date. For a summary of the
terms of the Share Option Scheme, please see the section headed “D. Share Option Scheme” in
Appendix IV to this prospectus.

There can be no assurance that we will declare or distribute any dividend in the future

Any decision to declare and pay any dividends would require the recommendations of our Board
and approval of our Shareholders. Any decision to pay dividends will be made having regard to factors
such as the results of operation, financial condition and position, and other factors deemed relevant. Any
distributable profits that are not distributed in any given year may be retained and available for
distribution in subsequent years. To the extent profits are distributed as dividends, such portion of
profits will not be available to be reinvested in our operation. There can be no assurance that we will be
able to declare or distribute any dividend. Our future declarations of dividends will be at the absolute
discretion of our Board.

RISKS RELATING TO THIS PROSPECTUS

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

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

Our Group’s future results could differ materially from those expressed 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 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 statements

Prior to the publication of this prospectus, there may be press or other media which contains
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 Bookrunner, the Joint Lead
Managers and the Underwriters, or 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 and 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 invest in the Offer Shares. You should rely only on the information contained
in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

UNDERWRITING

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

The Listing is sponsored by Sponsor. The Public Offer is fully underwritten by the Public Offer
Underwriter and Placing is expected to be fully underwritten by the Placing Underwriters.

RESTRICTIONS ON SALE OF THE OFFER SHARES

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

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

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

Each person acquiring the Offer Shares will be required to confirm, or be deemed by his or
her or its acquisition of the Offer Shares to have confirmed, that he or she or it is aware of the
restrictions on offer of the Offer Shares described in this prospectus.
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Prospective applicants for the Offer Shares should consult their financial advisors and seek legal
advice, as appropriate, to inform themselves of, and to observe, all applicable laws, rules and regulations
of any relevant jurisdiction. Prospective applicants for the Offer Shares should also inform themselves as
to the relevant legal requirements and any applicable exchange control regulations and applicable taxes
in the countries of their respective citizenship, residence or domicile.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

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

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

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

HONG KONG BRANCH SHARE REGISTRAR AND STAMP DUTY

All the Offer Shares will be registered on the Hong Kong branch register of members to be
maintained by Boardroom Share Registrars (HK) Limited. Dealings in the Offer Shares registered on the
Company’s branch register of members maintained in Hong Kong will be subject to Hong Kong stamp
duty. Dealings in the Shares registered on the principal register of members of the Company maintained
by Estera Trust (Cayman) Limited in the Cayman Islands will not be subject to the Cayman Islands
stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

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

_42 —



INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

STABILISATION AND OVER-ALLOTMENT OPTION

In connection with the Share Offer, the Bookrunner, as the stabilising manager, or any person
acting for it, may over-allot Shares or effect any other transactions with a view to stabilising and
maintaining the market price of the Offer Shares at a level higher than that which might otherwise
prevail for a limited period after the date of Listing. However, there is no obligation on the Stabilising
Manager or any person acting for it to conduct any such stabilising action.

In connection with the Share Offer, our Company is expected to grant to the Placing Underwriters
the Over-allotment Option, which is exercisable in full or in part by the Bookrunner (on behalf of the
Placing Underwriters) up to (and including) the date which is the 30th day after the last day for lodging
applications under the Public Offer. Pursuant to the Over-allotment option, our Company may be
required to issue at the Offer Price up to an aggregate of 150,000,000 Shares, representing 15% of the
total number of Offer Shares initially available under the Share Offer, to cover over-allocations in the
Placing, if any.

For further details on the stabilisation and the Over-allotment Option, please refer to the section
headed “Structure and conditions of the Share Offer — Stabilisation and over-allotment” in this
prospectus.

ROUNDING

Any discrepancies in any table between totals and sum of amounts listed therein are due to
rounding.

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

Details of the structure of the Share Offer are set out in the section “Structure and conditions of
the Share Offer”.

PROCEDURES FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedure for applying for the Public Offer Shares is set out in the section headed “How to
apply for Public Offer Shares” and on the related Application Forms.

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

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

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares are expected to commence on or about Wednesday, 28 September 2016.
The Shares will be traded in board lots of 20,000 Shares each.

LANGUAGE

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

CURRENCY TRANSLATIONS

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

US$1.00: HK$7.80

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

DIRECTORS
Name Residential address Nationality

Executive Directors

Mr. WONG Yan Hung Flat B, 17/F., Block 1 British
(B HESEAE) Felicity Garden
Shau Kei Wan
Hong Kong
Mr. LAT Kwok Fai (2[5 ## 5t G/F, 90 Yin Kong Village Chinese

Sheung Shui
New Territories

Hong Kong
Mr. WONG Tony Yee Pong Flat C, 22/F, Block 2 British
(FEFIRAAE) Les Saisons
Sai Wan Ho
Hong Kong
Independent non-executive Directors
Mr. TAM Wai Tak Victor Flat D, 9/F, Block 9 Chinese
RAEEEA) Royal Ascot
Fotan, New Territories
Hong Kong
Mr. LEUNG Wai Lim Block 6, 26-28 Sui Wo Road Chinese
(EMERRSEE) Greenwood Terrace
Shatin

New Territories

Mr. LAW Ka Ho Flat F, Floor 7, Block 10 Chinese
(7SI Grand Del Sol
100 Fung Cheung Road
Yuen Long, New Territories
Hong Kong

For detailed information of our Directors, please refer to 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 Dakin Capital Limited
A licensed corporation under the SFO to engage in type 6
(advising on corporate finance) regulated activity
Room 2701, 27th Floor, Tower 1
Admiralty Centre
18 Harcourt Road

Hong Kong
Underwriters and Joint Lead Dakin Securities Limited
Managers A licensed corporation under the SFO to engage in type 1

and type 2 (dealing in securities and dealing in futures
contracts) regulated activities

Room 2701, 27th Floor, Tower 1

Admiralty Centre

18 Harcourt Road

Hong Kong

Head & Shoulders Securities Limited

A licensed corporation under the SFO to engage in type 1
and type 4 (dealing in securities and advising on securities)
regulated activities

Room 2511, 25/F

COSCO Tower

183 Queen’s Road Central

Hong Kong

Bookrunner Head & Shoulders Securities Limited
A licensed corporation under the SFO to engage in type 1
and type 4 (dealing in securities and advising on securities)
regulated activities
Room 2511, 25/F
COSCO Tower
183 Queen’s Road Central
Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Legal advisers to our Company As to Hong Kong law
David Fong & Co.
Solicitors, Hong Kong
Unit A, 12th Floor
China Overseas Building
139 Hennessy Road
Wanchai, Hong Kong

As to Cayman Islands law
Appleby

Cayman Islands attorneys-at-law
2206-19, Jardine House

1 Connaught Place

Central

Hong Kong

Legal advisers to the Sponsor, As to Hong Kong law
the Bookrunner, Loeb & Loeb LLP
the Joint Lead Managers Solicitors, Hong Kong
and the Underwriters 21st Floor
CCB Tower
3 Connaught Road Central
Hong Kong

Auditors and Reporting accountants HLB Hodgson Impey Cheng Limited
Certified Public Accountants
31/F, Gloucester Tower
The Landmark
11 Pedder Street, Central
Hong Kong

Compliance adviser Dakin Capital Limited
A licensed corporation under the SFO to engage in type 6
(advising on corporate finance) regulated activity
Room 2701, 27th Floor, Tower 1
Admiralty Centre
18 Harcourt Road
Hong Kong

Receiving bank Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Selling Shareholder May City Holdings Limited
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
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CORPORATE INFORMATION

Registered office PO Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Headquarters and principal place Block A, 1/F.,
of business in Hong Kong Wing Hing Court
50 Hing Man Street
Shau Kei Wan
Hong Kong

Company secretary Mr. CHUI Gary Wing Yue
Certified Public Accountant
Flat B, 21/F., The Opulence
21 Hau Wong Road
Kowloon City
Hong Kong

Authorised representatives Mr. WONG Tony Yee Pong
Flat C, 22/F, Block 2
Les Saisons
Sai Wan Ho
Hong Kong

Mr. CHUI Gary Wing Yue
Flat B, 21/F., The Opulence
21 Hau Wong Road
Kowloon City

Hong Kong

Members of audit committee Mr. TAM Wai Tak Victor (Chairman)
Mr. LEUNG Wai Lim
Mr. LAW Ka Ho

Members of remuneration committee =~ Mr. LAW Ka Ho (Chairman)
Mr. LEUNG Wai Lim
Mr. WONG Tony Yee Pong

Members of nomination committee Mr. WONG Yan Hung (Chairman)

Mr. LAW Ka Ho
Mr. TAM Wai Tak Victor
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CORPORATE INFORMATION

Cayman Islands principal share Estera Trust (Cayman) Limited
registrar and transfer office PO Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Hong Kong branch share registrar Boardroom Share Registrars (HK) Limited
and transfer office 31/F, 148 Electric Road
North Point
Hong Kong

Principal bank Bank of China (Hong Kong) Limited
1 Garden Road
Central
Hong Kong

Company website www.shunwogroup.com
(information of this website do not form part of this
prospectus)
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INDUSTRY OVERVIEW

This and other sections of this prospectus contain information relating to the industry in which
we operate. Certain information and statistics contained in this section have been derived from
various official and publicly available sources. In addition, certain information and statistics set
forth in this section have been extracted from a market research report commissioned by us and
prepared by Ipsos, an independent market research agency. We believe that the sources of such
information and statistics are appropriate and have taken reasonable care in extracting and
reproducing such information and statistics. We have no reason to believe that such information or
statistics is false or misleading in any material respect or that any fact has been omitted that would
render such information or statistics false or misleading in any material respect. However, such
information and statistics have not been independently verified by us, the Selling Shareholder, the
Sponsor, the Bookrunner, the Joint Lead Managers, any of the Underwriters, our or their respective
directors and officers or any other parties involved in the Share Offer. No representation is given as
to the accuracy.

SOURCE OF INFORMATION

We commissioned Ipsos, an independent market research consulting firm, to conduct an analysis
of, and to report on, the foundation industry in Hong Kong. A total fee of HK$388,000 was charged by
Ipsos for the preparation of the Ipsos Report. The Ipsos Report has been prepared by Ipsos independent
of our Group’s influence. Except as otherwise noted, the information and statistics set forth in this
section have been extracted from the Ipsos Report. The payment of such amount was not conditional on
our Group’s successful listing or on the results of the Ipsos Report.

Ipsos has been engaged in a number of market assessment projects in connection with initial public
offerings in Hong Kong. Ipsos is part of a group of companies which employs approximately 16,000
personnel worldwide across 87 countries. Ipsos conducts research on market profiles, market sizes and
market shares and performs segmentation analysis, distribution and value analysis, competitor tracking
and corporate intelligence.

The Ipsos Report includes information on the foundation industry in Hong Kong. The information
contained in the Ipsos Report is derived by means of data and intelligence gathering which include: (i)
desktop research; and (ii) primary research, including interviews with key stakeholders including
foundation works service providers, architectures, quality surveyors and industry experts and
associations in Hong Kong, etc.

Information gathered by Ipsos has been analysed, assessed and validated using Ipsos in-house
analysis models and techniques. According to Ipsos, this methodology ensures a full circle and
multilevel information sourcing process, where information gathered can be cross-referenced to ensure
accuracy. All statistics are based on information available as at the date of the Ipsos Report. Other
sources of information, including government, trade associations or marketplace participants, may have
provided some of the information on which the analysis or data is based.

Ipsos developed its estimates or forecasts on the following principal bases and assumptions: (i) it
is assumed that the global economy remains a steady growth across the forecast period; and (ii) it is
assumed that there is no external shock such as financial crisis or natural disasters to affect the demand
and supply of the construction industry in Hong Kong during the forecast period.
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CONSTRUCTION INDUSTRY OVERVIEW

According to the Ipsos Report, the demand for foundation works depends largely on the demand
for construction works as foundation works are normally required in general building construction

projects.

The total gross output value of construction works performed by main contractors and
subcontractors at construction sites in Hong Kong increased from approximately HK$89.0 billion in
2011 to approximately HK$173.2 billion, representing a CAGR of approximately 18.1%.

Gross output value of construction works performed by main contractors and
subcontractors at construction sites in Hong Kong from 2011 to 2015
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Source: The Ipsos Report

Construction projects in Hong Kong can be generally categorised into public sector projects and
private sector projects. Public sector projects refer to projects of which the main contractors are
employed by the Government or statutory bodies, while private sector projects refer to projects that are

not public sector projects.

The construction industry in Hong Kong accounted for approximately 3.3% to 4.3% of the GDP of
Hong Kong from 2010 to 2014. The construction industry experienced significant growth in the past few
years mainly due to the rising demand for commercial and residential buildings as well as for
infrastructure. The public sector witnessed higher levels of construction project value than the private
sector in the past five years, as key construction projects were mostly infrastructure projects, such as the
Public Housing Development Program and the Ten Major Infrastructure Projects announced by the
Government, with the latter including the South Island Line, Sha Tin to Central Link, Lok Ma Chau
Loop, Guangzhou-Shenzhen-Hong Kong Express Rail Link, Tuen Mun-Chek Lap Kok Link and Tuen
Mun Western Bypass, West Kowloon Cultural District, Kai Tak Development, Hong Kong-Zhuhai-
Macao Bridge, North East New Territories New Development Areas, and Hong Kong-Shenzhen Western

Express Line.
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FOUNDATION INDUSTRY OVERVIEW

In the Hong Kong construction industry, main contractors are mainly in charge of the entire
construction project, and outsource construction works to different subcontractors in accordance with
their specialties and knowledge.

Foundation industry is one of the specific areas of the construction industry in Hong Kong. The
total revenue of the foundation industry accounted for approximately 13.0% of the total gross output
value performed by main contractors and subcontractors at construction sites in Hong Kong in 2015.
From 2011 to 2015, the revenue of the foundation industry in Hong Kong grew from approximately
HK$13.0 billion to approximately HK$22.6 billion, representing a CAGR of approximately 14.8%, as
set forth in the chart below:

Revenue of the foundation contracting industry in Hong Kong from 2011 to 2020F
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Source: The Ipsos Report

Note: The letter “F” denotes forecasted figures.

The revenue of the foundation industry in Hong Kong in recent years has been primarily driven by
the implementation of the Ten Major Infrastructure Projects. With the commencement of upcoming
projects in residential and commercial buildings as well as public infrastructure, the Ipsos Report
forecasted that the gross output value of foundation industry in Hong Kong will continue to increase
from approximately HK$24.5 billion in 2016 to approximately HK$31.4 billion in 2020.

According to Ipsos Report, foundation works mainly comprise ELS works, pile caps construction
works and piling works. A combination of ELS works, pile caps construction works and piling works is
often required in the construction of foundations. Often times, for a foundation project, a single contract
sum may be specified for the construction of the foundation which involves various types of works
including ELS works, pile caps construction works and/or piling works, and it may not be feasible to
reliably and accurately segregate and analyse the respective values of ELS works, pile caps construction
works and/or piling works involved on a standalone basis. As such, the Ipsos Report stated that data in
respect of the total revenue of the specific industry segments of ELS works, pile caps construction
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works and piling works is not available. Based on the foregoing, our Directors are of the view that the
overview of the foundation industry as discussed above reflects generally an overview of the specific
industry segments of ELS works, pile caps construction works and piling works in Hong Kong.

Foundation projects can generally be divided into public sector projects and private sector projects.
Projects in the public sector refer to works contracts of which the ultimate project employer is the
Government or a statutory body. Private sector projects refer to works contracts that are not public
sector projects. For public sector projects, although the ultimate project employer is the Government or a
statutory body, it is common for the relevant main contractors (who may often undertake both public
and private sector projects) to subcontract different works (such as foundation works) to various other
contractors (who would be referred to as subcontractors). Regardless of whether a particular foundation
works contract arises from a public sector project or a private sector project, the nature of the foundation
works involved is largely the same, being mainly a combination of ELS works, pile cap construction
works and/or piling works. Based on the foregoing, our Directors are of the view that the overview of
the foundation industry (including both public and private sector projects) as discussed above applies to
foundation projects in both the public and the private sectors. The Ipsos Report also stated that a
breakdown of the revenue of foundation industry by public and private sector has not been provided by
the Census and Statistics Department of the Government and there is no alternative reliable method to
derive such information.

Contractors undertaking foundation works may assume the role of the main contractor (when they
are directly engaged by the ultimate project employer) or a subcontractor (when they are engaged by the
main contractor or by a subcontractor involved). While a contractor’s role (as the main contractor or as a
subcontractor) in a particular project can be easily identified, it may not be practicable to identify and
specify a contractor generally as a main contractor or a subcontractor in the foundation industry as a
whole, because a contractor (such as Hop Kee Construction) may assume the role of the main contractor
in one project and assume the role of a subcontractor in another project. Certain characteristics of the
foundation industry are faced commonly by all foundation contractors in Hong Kong, regardless of
whether they are engaged directly by the ultimate project employer or by the main contractor or by a
subcontractor, such as the availability of foundation projects in Hong Kong. Therefore, our Directors are
of the view that the overview of the foundation industry as discussed above applies to all foundation
contractors in Hong Kong, whether they undertake foundation works as main contractor or
subcontractor.

INDUSTRY DRIVERS

In general, an increasing amount of construction projects will increase the general demand for
foundation services. According to the Ipsos Report, the foundation industry in Hong Kong is expected to
benefit from the following industry drivers:

1.  Government’s initiative to increase supply of residential properties

To cope with the rising demand for residential properties and stabilize the overheated
properties market, the Government started an initiative to increase the supply of public housing
units and residential land for private properties. For instance, the Government launched a 5-year
plan to allocate more land for residential property development. The plan includes providing
government-owned land for the Urban Renewal Authority and MTR projects, and rezoning about
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150 sites to provide approximately 210,000 public and private units. With the Government’s
initiative, it is expected that the demand for foundation services in Hong Kong will continue to
increase in the future.

According to the 2016-2017 Budget of the Government, the Government has continuously
made efforts to increase the land for residential use as well as commercial use. For public housing,
the Government has adopted the public housing supply target of 280,000 units for the 10-year
period from 2016/17 to 2025/26. For private housing, it is estimated that private housing land
supply in 2015/2016 has a capacity to produce 29,000 units, including 19,000 units generated from
the 2016/17 Land Sale Programme and other units generated from railway property development
projects, the Urban Renewal Authority’s projects and private redevelopment and development
projects. The Government’s initiative to increase the housing supply will, therefore, fuel the
growth of the foundation industry in the future.

2. Commencement and implementation of large-scale infrastructure projects

Since the announcement of the “Ten Major Infrastructure Projects” in the 2007 Policy
Address of the Government, the growth of the foundation industry has been supported by the
commencement and implementation of large-scale infrastructure projects such as the MTR
extension projects and the development areas in Wan Chai and the New Territories. In addition,
large-scale infrastructure projects, such as five railway projects, are currently at different stages of
implementation and are expected to be completed between 2015 and 2021. These projects include
the West Island Line, the South Island Line (East), the Kwun Tong Line Extension, the
Guangzhou-Shenzhen-Hong Kong Express Rail Link (Hong Kong Section), and the Shatin to
Central Link. The commencement and implementation of large-scale infrastructure projects are
expected to continue to drive the growth of the foundation industry in Hong Kong in the coming
years.

In particular, the “Ten Major Infrastructure Projects” includes the Kai Tak Development and
the North East New Territories New Development Areas, which are expected to drive the growth
of the foundation industry in the private sector in Hong Kong in the coming years. Under the
development plan of the Kai Tak Development and the North East New Territories New
Development Areas, residential properties and commercial buildings will be built, resulting in a
potential increase in the demand for foundation works. For instance, according to the 2015 Policy
Address, the Fanling North New Development Areas (one of the areas under the development of
the North East New Territories New Development Areas) will deliver about 60,000 residential
units, of which approximately 40% will be the private housing. The expected completion of the
Kai Tak Development and the North East New Territories New Development Areas will be in 2021
and 2019 respectively.

In addition, according to the 2015 Policy Address, Tung Chung will become an important
transportation hub under the development of the Hong Kong-Zhuhai-Macao Bridge and the Tuen
Mun-Chek Lap Kok Link, each being one of the “Ten Major Infrastructure Projects”. A Tung
Chung New Town Extension is expected to be commenced and will provide about 48,000
residential units, and a commercial hub will also be established in Tung Chung East. These
projects are expected to drive the demand for foundation works in both the public and the private
sectors in Hong Kong.
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3.  Government’s plan to develop new development areas

According to the Government’s 2015 Policy Address, the Government planned to develop the
Kwu Tung North and Fanling North New Development Areas, which would be an important source
of housing and land supply for Hong Kong. These development plans would increase the demand
for residential and commercial buildings in the new development areas, As a result, sustained
investment in private sector construction projects in these areas is envisaged due to the expected
rising demand for both public and private residential buildings as well as commercial and other
buildings in these new development areas, which would also fuel growth in investment value in
construction projects in Hong Kong and would thus be a driver for the growth of the foundation

industry.

COMPETITIVE LANDSCAPE AND ENTRY BARRIERS

The five largest players in the Hong Kong foundation industry in 2015

According to the Ipsos Report, the top five foundation contractors (in terms of market share in the
foundation industry in Hong Kong in 2015) and their respective backgrounds are as follows:

Ranking

1

Contractor

A contractor based in Hong Kong,
which is a subsidiary of a
company listed on the Main
Board of the Stock Exchange

A contractor based in Hong Kong

A contractor based in the PRC
and listed on the Main Board of
the Stock Exchange

A contractor based in Hong Kong,
which is listed on the Main
Board of the Stock Exchange

A contractor based in Hong Kong,
which is a subsidiary of a
company listed on the Main
Board of the Stock Exchange
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Key types of foundation
works performed

ELS works, piling works, pile
caps construction works
and other foundation works

ELS works, piling works, pile
caps construction works
and other foundation works

ELS works, piling works, pile
caps construction works
and other foundation works

ELS works, piling works, pile
caps construction works
and other foundation works

ELS works, piling works, pile
caps construction works
and other foundation works

Approximate
market share

15.5%

10.7%

10.7%

6.1%

5.2%

48.2%
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The market share of the top five foundation subcontractors (in terms of the total revenue in the
foundation subcontracting industry in Hong Kong) is not available because it may not be practicable to
reliably and accurately segregate the revenue of main contractors and subcontractors in the foundation
industry due to the following reasons:

(i) a contractor may act as the main contractor in one foundation project and as a subcontractor
in another foundation project, and therefore it may not be practicable to identify and specify
a contractor generally as a main contractor or a subcontractor in the foundation industry as a
whole;

(i) a foundation project may be executed solely by the main contractor itself or by a main
contractor together with one or more subcontractors engaged by the main contractor, resulting
in difficulties in accurately and reliably allocating the revenue attributable to the foundation
works among different contractors involved; and

(iii) as at the Latest Practicable Date, there are 144 Registered Specialist Contractors under the
sub-register of ‘“Foundation Works” category and many of these contractors are private
companies which do not make their financial information publicly available.

Our Group’s market share

The total revenue of the foundation industry in Hong Kong in the calendar year of 2015 is
approximately HK$22.6 billion according to the Ipsos Report (while the figure for the twelve-month
period from 1 April 2015 to 31 March 2016 is not available). The total revenue of our Group for
FY2015/16 was approximately HK$192.2 million. Based on these figures, it is estimated that our
Group’s market share in the foundation industry in Hong Kong is approximately 0.85%.

Entry barriers of the foundation industry in Hong Kong
1. Investment in machinery

Speicialised and advanced machinery is important to foundation contractors in Hong Kong.
Foundation contractors who own speicialised machineries such as crawler cranes, air compressors,
hydraulic crawler drills and other equipment are able to be engaged in speicialised complex projects and
able to tender in different kinds of foundation works. Moreover, by purchasing and renting their owned
speicialised machineries, foundation contractors could enjoy greater flexibilities in allocating the
resources and satisfying the needs of different projects that require a substantial amount of initial capital
per project. Therefore, substantial initial capital is required to purchase or rent speicialised machineries,
and new entrants in the foundation industry may face difficulties in surviving in the industry if they do
not have sufficient amount of initial capital for such investment.

2. Proven track record

In general, customers award tenders based on the contractors’ track record and experiences in order
to assess their abilities to meet technical, safety, time, and budget requirements of the project. As a
result, new entrants with little foundation works track record would not have proven project management
and work experience, hence a lower chance to win tenders. Furthermore, new entrants are required to
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obtain technical qualifications for executing certain foundation works projects in the public sector.
Without sufficient practical experiences, new entrants may find it hard to compete for tenders and may
also have difficulties in obtaining technical qualifications.

3. Relationship with property developers and main contractors

Private sector foundation projects are often awarded through an invited tender process. Customers,
such as property developers or main contractors of construction projects, may send tender invitations to
foundation contractors which have good working relationship with them and good track record in the
past. New entrants without established relationship with property developers and main contractors in
Hong Kong may find it difficult to obtain tender invitations.

Potential challenges
The following potential challenges are faced by foundation contractors in Hong Kong:
1. Increasing competition

Competition has intensified in Hong Kong’s foundation industry. Specifically, some
contractors are now raising capital by way of listing on the Stock Exchange to expand the scope
of their services and business volume by purchasing more machinery for foundation works.

2. Labour shortage

The Hong Kong construction and foundation industries have been facing the problem of
labour shortage and aging workforce. According to the Construction Industry Council, about
41.6% of the 356,083 registered workers who have been in the construction industry for more than
10 years were aged over 50 as of August 2015. The problem has become serious with the
increasing demand for construction workers from the PRC and Macau since the commencement of
large-scale construction projects in these places. The PRC and Macau, by offering higher salaries,
have successfully attracted some construction workers from Hong Kong. To retain experienced
construction workers who may be attracted by higher salaries offered in Macau and the PRC,
contractors in Hong Kong have started paying higher wages which has led to the increasing labour
costs in construction and foundation industries. Please refer to the paragraph headed “Price trend
of major cost components — Average wage of foundation workers in Hong Kong” below for
further information.

3. Increasing operating costs

Akin to the overall construction industry, the foundation industry in Hong Kong has been
facing the problem of increasing operating costs. The increase in operating costs is mainly
attributed to the wage trend of construction workers as well as the prices of certain construction
materials. Please refer to the paragraph headed ‘““Price trend of major cost components” below for
further information.
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Recent slowdown in the property market in Hong Kong.

Recently, there has been a slowdown in the property market in Hong Kong in terms of transaction
volume and price. According to the Land Registry of the Government, the total number of sale and
purchase agreements for building units in May 2016 decreased by approximately 11.3% as compared
with May 2015. In addition, according to the Rating and Valuation Department of the Government, the
price index for private domestic properties (of all classes) decreased from 306.1 as of September 2015 to
273.1 as of April 2016.

Despite so, according to the 2016 Policy Address, the Government will continue to increase private
housing supply through a multi-pronged approach, which includes putting up land for sale and
encouraging the MTR Corporation Limited to take forward residential development projects. In addition,
the projected supply from the first-hand residential property market for private housing for the coming
three to four years is approximately 87,000 units according to the 2016 Policy Address, which is higher
than the total number of units produced over the five years before 2015 (where there was an average of
about 11,400 flats produced each year). As such, our Directors consider that the recent slowdown in the
property market in Hong Kong will not have a material impact on our Group’s business operation and
our financial performance.

PRICE TREND OF MAJOR COST COMPONENTS

The major cost components of our Group’s operation include, among others, subcontracting
charges (which, in the opinion of our Directors, is mainly affected by the operating costs of our
subcontractors including labour cost of construction site workers), direct labour cost, and cost of
construction materials such as steel and concrete (of which cement is a major ingredient).

Average wage of foundation workers in Hong Kong

The average foundation worker wages per day has increased from approximately HK$842.3 in
2011 to approximately HK$1,291.4 in 2015, representing a CAGR of approximately 11.3%:

Average wage of construction workers in the foundation contracting industry
in Hong Kong from 2011 to 2015
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Source: The Ipsos Report
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According to the Ipsos Report, the increase in wages was partly due to labour shortage. This was
caused by a decreasing number of new construction workers as well as an aging workforce. The increase
in wages should attract more young workers to join the workforce. However, it only had a limited effect
because of a lack of career prospects. The problem of labour shortage in the foundation industry is
exacerbated by an aging workforce, as old and skilled construction workers approach retirement and
leave the industry. For these reasons, it is expected that the average daily wage of foundation workers in
Hong Kong will continue to rise in the coming years.

Average wholesale price of steel reinforcements in Hong Kong

According to the Ipsos Report, the average wholesale price of steel reinforcements decreased from
approximately HKS$6,454.1 per tonne in 2011 to approximately HK$3,723.6 per tonne in 2015,
representing a CAGR of approximately -10.2%:

Price trend of steel reinforcements in Hong Kong from 2011 to 2015
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Source: The Ipsos Report
The drop in price was mainly caused by the deteriorating European economy and China’s monetary
tightening policies, which brought difficulty in financing and hence decreased the downstream

industries’ demand for steel, coupled with the global drop in demand for new construction work and the
oversupply of steel.
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Average wholesale price of Portland cement in Hong Kong

The average wholesale price of Portland cement (being the common type of cement used in Hong
Kong) increased from approximately HK$662.9 per tonne in 2011 to approximately HK$739.2 per tonne
in 2015, representing a CAGR of approximately 2.8%:

Price trend of Portland cement in Hong Kong from 2011 to 2015
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The average wholesale price of Portland cement in Hong Kong has increased steadily in the past

few years mainly due to the robust demand arising from construction works in Hong Kong. With

upcoming and ongoing residential and commercial buildings as well as public infrastructure projects

which will increase the demand for Portland cement, the average wholesale price of Portland cement is

expected to further increase in the coming years.
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This section summarises the principal laws and regulations of Hong Kong which are relevant to

our business. As this is a summary, it does not contain detailed analysis of the Hong Kong laws which

are relevant to our business.

A.

Laws and regulations in relation to construction labour, health and safety
Construction Workers Registration Ordinance (Chapter 583 of the Laws of Hong Kong)

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

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

As at the Latest Practicable Date, all our employees carrying out construction work on
construction sites were registered as registered construction workers under the Construction
Workers Registration Ordinance.

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 an industrial undertaking (which is defined to include any construction
work). Under the Factories and Industrial Undertakings Ordinance, it is the duty of a proprietor
(including person for the time being having the management or control of the business carried on
in such industrial undertaking and also the occupier of any industrial undertaking) of an industrial
undertaking to take care of, so far as is reasonably practicable, the health and safety at work of all
persons employed by him at the industrial undertaking. The duties of a proprietor extend to
include:

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

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

—62 —



REGULATORY OVERVIEW

° 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 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.

In relation to our foundation works, we have set up an occupational health and safety system
to promote safe working practices among all employees and to prevent the occurrence of accidents.
For details, please refer to the section headed “Business — Occupational health and safety” in this
prospectus.

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

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

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

° provision and maintenance of 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:

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

° provision and maintenance of a working environment that is safe and without risks to
health.

Failure to comply with any of the above provisions constitutes an offence and the employer
is liable on conviction to a fine of HK$200,000. An employer who fails to do so intentionally,
knowingly or recklessly commits an offence and is liable on conviction to a fine of HK$200,000
and to imprisonment for 6 months.

The Commissioner for Labour may also issue an improvement notice against non-compliance
of this 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 such notices without reasonable excuse constitutes an offence
punishable by a fine of HK$200,000 and HK$500,000 respectively and imprisonment of up to 12
months.

In relation to our foundation works, we have set up an occupational health and safety system
to promote safe working practices among all employees and to prevent the occurrence of accidents.
For details, please refer to the section headed “Business — Occupational health and safety” in this
prospectus.

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

The Employees’ Compensation Ordinance establishes a no-fault and non-contributory
employee compensation system for work injuries and 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 15(1A) of the Employees’ Compensation Ordinance, employer shall
report work injuries of its employee to the Commissioner for Labour not later than 14 days after
the accident.

According to Section 24 of the Employees’ Compensation Ordinance, a main contractor shall
be liable to pay compensation to subcontractors’ employees who are injured in the course of their
employment to the subcontractor. The main contractor is, nonetheless, entitled to be indemnified
by the subcontractor who would have been liable to pay compensation to the injured employee
independently of this section. The employees in question are required to serve a notice in writing
on the main contractor before making any claim or application against such main contractor.
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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 main 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 its liability and that of its subcontractor(s) under the Employees’
Compensation Ordinance and at common law. Where a main contractor has taken out a policy of
insurance under Section 40(1B) of the Employees’ Compensation Ordinance, the main 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 (i) on conviction upon indictment to a fine at level 6 (currently at
HK$100,000) and imprisonment for 2 years, and (ii) on summary conviction to a fine at level 6
and imprisonment for 1 year.

Please refer to the section headed “Business — Insurance — Employees’ compensation
insurance” in this prospectus for our insurance coverage in this regard. Please also refer to the
section headed “Business — Litigation and claims” in this prospectus for information regarding
employees’ compensation claims and common law personal injury claims experienced by our
Group during the Track Record Period and up to the Latest Practicable Date.

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

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

In relation to our potential litigation in relation to common law personal injury claims during
the Track Record Period and up to the Latest Practicable Date, please refer to the section headed
“Business — Litigation and claims” in this prospectus.

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

A main 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 (where applicable) shall be limited (a) to 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) to the wages
due to such an employee for 2 months (such months shall be the first 2 months of the period in
respect of which the wages are due).
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An employee who has outstanding wage payments from subcontractor must serve a notice in
writing on the principal contractor within 60 days after the wage due date. 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 at level 5 (currently at HK$50,000).

Pursuant to Section 43F of the Employment Ordinance, if a principal contractor or superior
subcontractor pays to an employee any wages under Section 43C of 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 main contractor and every other such superior subcontractor as the case may be, or (2) deduct
by way of set off the amount paid by him from any sum due or may become due to the
subcontractor in respect of the work that he has subcontracted.

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

Employers are required to enroll their regular 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 to the maximum level of income (HK$25,000 per month before 1 June 2014 or
HK$30,000 on or after 1 June 2014).

Industry Scheme

Industry Schemes were established under the MPF system for employers in the construction
and catering industries in view of the high labour mobility in these two industries, and the fact that
most employees in these industries are “casual employees” whose employment is on a day-to-day
basis or for a fixed period of less than 60 days.
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For the purpose of the Industry Schemes, the construction industry covers the following eight
major categories:

(1) foundation and associated works;

(2) civil engineering and associated works;

(3) demolition and structural alteration works;

(4) refurbishment and maintenance works;

(5) general building construction works;

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

(8) interior fitting-out works.

The Mandatory Provident Fund Schemes Ordinance does not stipulate that employers in these
two industries must join the Industry Schemes. The Industry Schemes provide convenience to the
employers and employees in the construction and catering industries.

Casual employees do not have to switch schemes when they change jobs within the same
industry, so long as their previous and new employers are registered with the same Industry
Scheme. This is convenient for scheme members and saves administrative costs.

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.

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.

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.
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Our Directors confirmed that (i) we had not employed any illegal immigrants or any illegal
workers who are not lawfully employable in Hong Kong; and (ii) our Group had not been subject
to any prosecution or legal action under the Immigration Ordinance in the past and up to the Latest
Practicable Date.

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 (Chapter 57 of the Laws of Hong
Kong). Any provision of the employment contract which purports to extinguish or reduce the right,
benefit or protection conferred on the employee by the Minimum Wage Ordinance is void.

Our Directors confirmed that none of our employees were paid at the current statutory
minimum wage of HK$32.5 per hour or lower as at the Latest Practicable Date.

Laws and regulations in relation to environmental protection

In undertaking foundation works (in particular piling works), our operation may result in: (i)

emission of air pollutants; (ii) emission of noise from construction activities; (iii) discharge of effluent

from construction activities; and (iv) disposal of construction waste. Therefore, our foundation works are

subject to the requirements of the following laws and regulations in relation to the environmental

protection.

For information regarding the environmental management system of our Group, please refer to the

section headed “Business — Environmental Compliance” in this prospectus.

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

The Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation (the “Air
Pollution Control (Non-road Mobile Machinery) (Emission) Regulation”) came into effect on 1
June 2015 to introduce regulatory control on the emissions of non-road mobile machinery (the
“NRMMs”), including non-road vehicles and regulated machines such as crawler cranes,
excavators and air compressors.

Unless exempted, NRMMs which are regulated under this provision are required to comply
with the emission standards prescribed under this regulation. From 1 September 2015, all regulated
machines sold or leased for use in Hong Kong must be approved or exempted with a proper label
in a prescribed format issued by the Environmental Protection Department pursuant to section 4 of
the Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation. Under section 5 of
the Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation, starting from 1
December 2015, only approved or exempted NRMMs with a proper label are allowed to be used in
specified activities and locations including construction sites. However, existing NRMMs which
are already in Hong Kong on or before 30 November 2015 will be exempted from complying with
the emission requirements pursuant to section 11 of the Air Pollution Control (Non-road Mobile
Machinery) (Emission) Regulation. A period of six months (from 1 June 2015 to 30 November
2015, both dates inclusive) is allowed for existing NRMMs to apply for exemption.

Any person who sells or leases a regulated machine for use in Hong Kong, or uses a
regulated machine in specified activities or locations without (i) exemption or the Environmental
Protection Department’s approval is liable to a fine of up to HK$200,000 and imprisonment for up
to six months, and (ii) a proper label is liable to a fine of up to HK$50,000 and imprisonment for
up to three months.

Pursuant to a technical circular issued by the Work Branch of the Development Bureau on 8
February 2015 (the ‘“Technical Circular”), an implementation plan to phase out the use of
exempted NRMMs for four types of exempted NRMMs (namely generators, air compressors,
excavators and crawler cranes) has been included in the Technical Circular (the *“Implementation
Plan”), under which, all new capital works contracts of public works including design and build
contracts with an estimated contract value exceeding $200 million and tenders invited on or after 1
June 2015 shall require the contractor to allow no exempted generator and air compressor to be
used after 1 June 2015 and the number of exempted excavators and crawler cranes not to exceed
50%, 20% and 0% of the total units of exempted NRMMs from 1 June 2015, 1 June 2017 and 1
June 2019 respectively. Notwithstanding the Implementation Plan, exempted NRMMs may still be
permitted at the discretion of the respective architect/engineer designated by the government if
there is no feasible alternative. In accordance with a Legislative Council Brief issued by the
Environmental Protection Department in January 2015 (the “LC Brief”), the panel in general
supported the Development Bureau to require its construction contractors to progressively increase
the use of NRMMs over four years in large-scale public work upon the enactment of the NRMM
Regulation, although the LC Brief did not specify the contract sum of large-scale public work and
it is conceded that it would not be practicable to set a mandatory retirement age for NRMMs
across the board.

— 69 —



REGULATORY OVERVIEW

For details about the compliance status of our NRMMs, please refer to the section headed
“Business — Machinery — Compliance with the Air Pollution Control (Non-road Mobile
Machinery) (Emission) Regulation (Chapter 311Z of the Laws of Hong Kong)” in this prospectus.

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

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

Under the Noise Control Ordinance, construction works that produce noises and the use of
powered mechanical equipment (other than percussive piling) in populated areas are not allowed
between 7:00 p.m. and 7:00 a.m. or at any time on general holidays, 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 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 effluent discharged from all types of
industrial, manufacturing, commercial, institutional and construction activities into public sewers
and public drains. For any industry/trade generating wastewater discharge (except domestic sewage
that is discharged into communal sewers or drains or unpolluted water to communal sewers or
drains), they are subject to licensing control by the Director of the Environmental Protection
Department.

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

According to the Water Pollution Control Ordinance, unless being licensed under the Water
Pollution Control Ordinance, a person who discharges any waste or polluting matter into the
waters of Hong Kong in a water control zone or discharges any matter, other than domestic sewage
and unpolluted water, into a communal sewer or communal drain in a water control zone commits
an offence and is liable to imprisonment for 6 months and (a) for a first offence, a fine of
HK$200,000; (b) for a second or subsequent offence, a fine of HK$400,000 and (c¢) in addition, if
the offence is a continuing offence, 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.
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Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong)

The Waste Disposal Ordinance controls the production, storage, collection, treatment,
reprocessing, recycling and disposal 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) and the Waste Disposal (Chemical
Waste) (General) Regulation (Chapter 354C of the Laws of Hong Kong).

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 the Environmental Protection Department to pay any disposal charges
for the construction waste generated from the construction work under that contract.

Under the Waste Disposal (Chemical Waste) (General) Regulation, a person who produces
chemical waste or causes it to be produced has to register as a chemical waste producer. Any
chemical waste produced must be packaged, labeled and stored properly before disposal. Only a
licensed waste collector can transport the waste to a licensed chemical waste disposal site for
disposal. Chemical waste producers also need to keep records of their chemical waste disposal for
inspection by the Environmental Protection Department. 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 the Environmental Protection Department. A person who except
under and in accordance with a permit or authorisation, does, causes or allows another person to
do anything for which such a permit or authorisation is required commits an offence and is liable
to a fine of HK$200,000 and to imprisonment for 6 months for the first offence, and to a fine of
HK$500,000 and to imprisonment for 2 years for a second or subsequent offence.

Dumping at Sea Ordinance (Chapter 466 of the Laws of Hong Kong)

Under the Dumping at Sea Ordinance, any waste producer involved in marine dumping and
related loading operations are required to obtain permits from the Director of the Environmental
Protection.

Under the Dumping at Sea Ordinance, a person who except under and in accordance with a
permit, does anything or causes or allows another person to do anything for which a permit is
needed commits an offence and is liable on conviction to a fine of HK$200,000 and to
imprisonment for 6 months on a first conviction; and to a fine of HKS$500,000 and to
imprisonment for 2 years on a second or subsequent conviction; and in addition, to a further fine
of HK$10,000 for each day if the court is satisfied that the operation has continued.
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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 impacts 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 by the persons who is planning
such designated project 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, dredging
operation, residential and other developments, etc.) or decommissions a designated project listed in
Part IT 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 at level 6 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 one 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.

Public Health and Municipal Services Ordinance (Chapter 132 of the Laws of Hong Kong)

Pursuant 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 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. Maximum
penalty is HK$10,000 (level 3) upon conviction with a daily fine of HK$200.

Discharge of muddy water etc. from a construction site is actionable under the Public Health
and Municipal Services Ordinance. Maximum fine is HK$5,000 upon conviction.

Any accumulation or deposit on any premises found to contain mosquito larvae or pupae is
actionable under the Public Health and Municipal Services Ordinance. Maximum penalty is
HK$25,000 (level 4) upon conviction and a daily fine of HK$450.

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

72 -



REGULATORY OVERVIEW

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

Law and regulations in relation to contractor licensing
Registered Specialist Contractor

As at the Latest Practicable Date, Hop Kee Construction was a Registered Specialist
Contractor (under the sub-register of “Foundation Works” category). For further details, please
refer to the section headed “Business — Licenses and permits” in this prospectus.

Under the current contractors registration system in Hong Kong, the Building Authority shall
keep a register of specialist contractors who are qualified to carry out specialised works (such as
foundation works) specified in the category in the sub-register in which they are entered.

Pursuant to Section 9 of the Buildings Ordinance, a person is required to appoint a
Registered Specialist Contractor to carry out for his specialized works (such as foundation works)
of the category for which the contractor is registered.

In order to undertake foundation works as main contractor, a contractor must be registered
with the Buildings Department as a Registered Specialist Contractor under the category 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 category of
foundation works to undertake foundation works, irrespective of whether such foundation 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.

For any foundation works where an entity is involved as a subcontractor, if there is a
Registered Specialist Contractor who is registered with the Buildings Department under the
category of foundation works to supervise the works and liaise with the Building Authority, the
entity itself is not required to be such Registered Specialist Contractor or to obtain any requisite
licenses, permits and approval for its operation and business except the business registration.

Set out below are the requirements to register as a Registered Specialist Contractor in the
category of foundation works with the Buildings Department.

Under Section 8B(2) of the Buildings Ordinance, an applicant for registration as a 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) its ability to have access to plants and resources; and
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(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.

In addition to the above key personnel, the applicant is also required to demonstrate that it
has employed appropriate qualified staff 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 Building
Authority 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 Building Authority 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.

Buildings Ordinance (Chapter 123 of the Laws of Hong Kong)

Under the Section 14(1) of the Buildings Ordinance, no person shall commence or carry out
any building works, including alteration, addition and every kind of building operation, without
having obtained approval and consent from the Building Authority. Any person who intends to
carry out alteration or addition building works in existing premises is required to appoint an
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authorised person, and where necessary a registered structural engineer, to prepare and submit
plans for the approval of Building Authority under the Buildings Ordinance. He is also required to
appoint a registered contractor to carry out the building works. The Building Authority may
require that all such building works carried out in such a way that the building will comply with
the standards of the Buildings Ordinance.

Under the Section 4(1) of the Buildings Ordinance, every person for whom building works or
street works are to be carried out shall appoint:

(a) an authorised person as the co-ordinator of such building works or street works;

(b) a registered structural engineer for the structural elements of such building works or
street works if so required under this Buildings Ordinance; and

(c) aregistered geotechnical engineer for the geotechnical elements of such building works
or street works if so required under this Buildings Ordinance.

Regulatory actions under the Buildings Ordinance

Under sections 7, 13 and 40 of the Buildings Ordinance, a Registered Specialist Contractor
will be subject to prosecution or disciplinary action where an offence is committed or when
matters justifying the taking of disciplinary action arise, as discussed in the following paragraphs.

Disciplinary proceedings

Pursuant to sections 7 and 13 of the Buildings Ordinance, the matters justifying the taking of
disciplinary action include, amongst others, being convicted by any court of an offence related to
carrying out his professional duties, being negligent or having misconducted himself in a
professional way, having permitted a material deviation from a supervision plan for which he is
responsible without reasonable cause and having drawn up a supervision plan that does not comply
with the material requirements of the Buildings Ordinance, etc.

The disciplinary board may, amongst others, order that the name of such person or the name
of the director, officer or person (in the case of a Registered Specialist Contractor) be removed
from the relevant register, either permanently or for such period as the disciplinary board thinks
fit; or order such person or the director, officer or person (in the case of a Registered Specialist
Contractor) be fined.
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Prosecution

In addition to disciplinary proceedings, a Registered Specialist Contractor, pursuant to
section 40 of the Buildings Ordinance, will be subject to prosecution where an offence is
committed. Set out below are some of the offences under section 40 of the Buildings Ordinance:

Pursuant to section 40(2A) of the Buildings Ordinance, a Registered Specialist Contractor
directly concerned with any prescribed inspection or building works or street works shall not:

(a) permit or authorize to be incorporated in or used in the carrying out of any such
inspection or works any materials which are defective or do not comply with the
provisions of the Buildings Ordinance; or any materials which have not been mixed,
prepared, applied, used, erected, constructed, placed or fixed in the manner required for
such materials under the Buildings Ordinance;

(b) diverge or deviate in any material way from any work shown in a plan approved by the
Building Authority under the Buildings Ordinance;

(c) diverge or deviate in any material way from any works shown in a plan relating to
minor works that is required to be submitted to the Building Authority under the
simplified requirements; or

(d) knowingly misrepresent a material fact in any plan, certificate, form, report, notice or
other document given to the Building Authority under the Buildings Ordinance.

Failure to comply with any of the above provisions constitutes an offence and they are liable
on conviction (a) in the case of a prescribed inspection (other than a prescribed inspection in
respect of a window in a building) or building works (other than minor works) or street works, to a
fine of HK$1,000,000 and to imprisonment for 3 years; or (b) in the case of a prescribed
inspection in respect of a window in a building or minor works, to a fine of HK$500,000 and to
imprisonment for 18 months.

In addition, any Registered Specialist Contractor who fails to notify the Building Authority
of any contravention of the regulations which would result from the carrying out of any work
shown in any plan approved by the Building Authority, contravenes section 9(5)(b), section 9(6)(b)
or section 4(3)(b) of the Buildings Ordinance and shall be guilty of an offence and shall be liable
on conviction to a fine of HK$250,000. However, it shall be a defence in any prosecution for such
a contravention for the person charged to prove to the satisfaction of the court that he did not
know, nor could reasonably have discovered, the contravention referred to in the charge.

Under section 40(2E) of the Buildings Ordinance, where a Registered Specialist Contractor
certifies or carries out minor works belonging to a class, type or item for which he is not
registered, he shall be guilty of an offence and is liable on conviction to a fine at level 6 and to
imprisonment for 6 months; and to a fine of HK$5,000 for each day during which it is proved to
the satisfaction of the court that the offence has continued.
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Under section 40(2D) of the Buildings Ordinance, any person who knowingly misrepresents a
material fact in any report submitted to the Building Authority under section 27C(2)(c) of the
Buildings Ordinance shall be guilty of an offence and shall be liable on conviction to a fine of
HK$250,000 and to imprisonment for 3 years.

During the Track Record Period and up to the Latest Practicable Date, our Group has not
been subject to any regulatory actions, disciplinary proceedings or prosecutions under the
Buildings Ordinance.

Subcontractor Registration Scheme

As at the Latest Practicable Date, Hop Kee Construction was registered under the
Subcontractor Registration Scheme of the Construction Industry Council.

Subcontractors in Hong Kong may apply for registration under the Subcontractor Registration
Scheme managed by the Construction Industry Council, a body corporate established under the
Construction Industry Council Ordinance (Chapter 587 of the Laws of Hong Kong) in February
2007.

The Subcontractor Registration Scheme was formerly known as the Voluntary Subcontractor
Registration Scheme (the “VSRS”), which was introduced by the Provisional Construction
Industry Co-ordination Board (the “PCICB”). The PCICB was formed in September 2001 to
spearhead industry reform and to pave way for the early formation of the statutory industry
coordinating body.

A technical circular issued by the Works Branch of the Development Bureau (then the
Environment, Transport and Works Bureau) (“WBDB”) on 14 June 2004 (now subsumed into the
Project Administration Handbook for Civil Engineering Works by the CEDD) requires that all
public works contractors with tenders to be invited on or after 15 August 2004 to employ all sub-
contractors (whether nominated, specialist or domestic) registered from the respective trades
available under the VSRS.

After the Construction Industry Council took over the work of the PCICB in February 2007
and the VSRS in January 2010, the Construction Industry Council launched stage 2 of the VSRS in
January 2013. VSRS was also then renamed Subcontractor Registration Scheme. All subcontractors
registered under the VSRS have automatically become registered subcontractors under the
Subcontractor Registration Scheme.

For further information, please refer to the section headed “Business — Licenses and permits
— 2. Subcontractor Registration Scheme” in this prospectus.

Categories of registration under the Subcontractor Registration Scheme

Subcontractors may apply for registration on the Subcontractor Registration Scheme in one or
more of 52 trades covering common structural, civil, finishing, electrical and mechanical works
and supporting services. The 52 trades further branch out into around 94 specialties, including
general demolition, and others (concrete coring and saw cutting) etc.
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Where a contractor is to sub-contract/sub-let part of the public works involving trades
available under the Primary Register (a list of companies registered in accordance with the Rules
and Procedures for the Primary Register of the Subcontractor Registration Scheme) of the
Subcontractor Registration Scheme, it shall engage all subcontractors (whether nominated,
specialist or domestic) who are registered under the relevant trades in the Primary Register of the
Subcontractor Registration Scheme. Should the sub-contractors further sub-contract (irrespective of
any tier) any part of the public works sub-contracted to them involving trades available under the
Primary Register of the Subcontractor Registration Scheme, the contractor shall ensure that all sub-
contractors (irrespective of any tier) are registered under the relevant trades in the Primary Register
of the Subcontractor Registration Scheme.

Requirements for registration under the Subcontractor Registration Scheme

Applications for registration under the Primary Register of the Subcontractor Registration
Scheme are subject to the following entry requirements:

(a) completion of at least one job within five years as a main contractor/subcontractor in
the areas which it applies or to have acquired comparable experience by itself/its
proprietors, partners or directors within the last five years;

(b) listings on one or more government registration schemes operated by policy bureaus or
departments of the Hong Kong Government relevant to the trades and specialties for
which registration is sought;

(c) the applicant or its proprietor, partner or director having been employed by a registered
subcontractor for at least five years with experience in the trade/specialty applying for
and having completed all the modules of the Project Management Training Series for
Sub-contractors (or equivalent) conducted by the Construction Industry Council; or

(d) the applicant or its proprietor, partner or director having registered as Registered Skilled
Worker under the Construction Workers Registration Ordinance (Chapter 583 of the
Laws of Hong Kong) for the relevant trade/specialty with at least five years’ experience
in the trade/specialty applying for and having completed the Senior Construction
Workers Trade Management Course (or equivalent) conducted by the Construction
Industry Council.

Validity period of registration and renewal of registration

A registered subcontractor shall apply for renewal within three months before the expiry date
of its registration by submitting an application to the Construction Industry Council in a specified
format providing information and supporting documents as required to show compliance with the
entry requirements. An application for renewal shall be subject to approval by the management
committee which oversees the Subcontractor Registration Scheme (the “Management Committee’).
If some of the entry requirements covered in an application can no longer be satisfied, the
Management Committee of the Construction Industry Council may give approval for renewal based
on those trades and specialties where the requirements are met. An approved renewal shall be valid
for two years from the expiry of the current registration.
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Codes of Conduct

A registered subcontractor shall observe the Codes of Conduct for Registered Subcontractor

(Schedule 8 of the Rules and Procedures for the Primary Register of the Subcontractor Registration

Scheme) (the “Codes of Conduct”). Failing to comply with the Codes of Conduct may result in

regulatory actions taken by the Management Committee.

The circumstances pertaining to a registered subcontractor that may call for regulatory

actions include, but are not limited to:

(a)

(b)

(©)

(d)

(e)

()

(2)

(h)

@)

)

supply of false information when making an application for registration, renewal of
registration or inclusion of additional trades;

failure to give timely notification of changes to the registration particulars;
serious violations of the registration rules and procedures;

convictions of senior management staff (including but not limited to proprietors,
partners or directors) for bribery or corruption under the Prevention of Bribery
Ordinance (Chapter 201 of the Laws of Hong Kong);

convictions for failure to pay wages on time to workers in accordance with the relevant
provisions contained in the Employment Ordinance;

wilful misconducts that may bring the Subcontractor Registration Scheme into serious
disrepute;

civil awards/judgments in connection with the violation of or convictions under the
relevant sections of the Mandatory Provident Fund Schemes Ordinance;

convictions under the Factories and Industrial Undertakings Ordinance or Occupational
Safety and Health Ordinance in relation to serious construction site safety incidents
resulting in one or more of the following consequence:

(i) loss of life; or

(i1) serious bodily injury resulting in loss or amputation of a limb or had caused or
was likely to cause permanent total disability;

conviction of five or more offences under the Factories and Industrial Undertakings
Ordinance and/or Occupational Safety and Health Ordinance each arising out of
separate incidents in any six months period (according to the date of committing the
offence but not the date of conviction), committed by the Registered Subcontractor at
each of a construction site under a contract;

convictions for employment of illegal worker under the Immigration Ordinance; or
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(k) late payment of workers’ wages and/or late payment of contribution under the
Mandatory Provident Fund Schemes Ordinance over 10 days with solid proof of such
late payment of wages and/or contribution.

Regulatory actions
The Management Committee may instigate regulatory actions by directing that:
A. written strong direction and/or warning be given to a registered subcontractor;

B. a registered subcontractor to submit an improvement plan with the contents as specified
and within a specified period;

C. aregistered subcontractor be suspended from registration for a specified duration; or

D. the registration of a registered subcontractor be revoked.
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OUR GROUP STRUCTURE AND HISTORY
Overview

The history of our Group can be traced back to April 1995 when Mr. YH Wong (an executive
Director, the chairman of the Board and one of the Controlling Shareholders) commenced his business
of undertaking foundation works in Hong Kong, for which he registered with the Business Registration
Office of the Inland Revenue Department under the name of Hop Kee Partnership (which was first
registered as a sole proprietorship and the business status of which changed to partnership subsequently
after the joining of partners). In June 1995, Mr. YH Wong and an independent third party established
Hop Kee Construction (our current principal operating subsidiary) for undertaking foundation works in
Hong Kong. According to Mr. YH Wong, the reason for setting up two entities at that time (being Hop
Kee Partnership, a business first registered as a sole proprietorship, and Hop Kee Construction, a limited
company) was due to his then beliefs that (i) carrying on the business under a limited company offered
more protection to the owners; and (ii) some customers, however, preferred to engage contractors
(especially start-ups) that were established in the form of sole proprietorship or partnership (rather than
limited company) for undertaking contract works.

Subsequently, Mr. Lai (an executive Director and one of the Controlling Shareholders) joined as a
shareholder of Hop Kee Construction since May 1996 and one of the partners of Hop Kee Partnership
since April 1997.

In March 2008, Mr. Tony Wong (son of Mr. YH Wong) joined our Group and started participating
in the business operation of Hop Kee Partnership and Hop Kee Construction. Mr. Tony Wong has also
become one of the partners of Hop Kee Partnership in December 2013 and one of the shareholders of
Hop Kee Construction in February 2014.

According to Mr. Tony Wong, after he participated in our business operation, he considered that
our Group had already built up a presence in the foundation industry in Hong Kong and, coupled with
the perceived advantages of doing businesses under a limited company, he believed that it was no longer
necessary to conduct business through Hop Kee Partnership. Such idea was discussed among our then
management and, eventually, we decided that since April 2012, Hop Kee Partnership shall cease to
undertake new contracts and that all new contracts shall be undertaken by Hop Kee Construction.

All of the then ongoing contract works undertaken by Hop Kee Partnership were completed in
2012 and Hop Kee Partnership did not generate any revenue nor incur any costs during the Track
Record Period except certain costs in relation to accounting services and other general corporate
expenses. To simplify our structure, a notification of cessation of business in respect of Hop Kee
Partnership was filed with the Commissioner of Inland Revenue on 21 December 2015 and the business
registration of Hop Kee Partnership was cancelled with effect from the same date.

As our Group expanded and for the purpose of risk management, in July 2014, Mr. YH Wong, Mr.
Lai and Mr. Tony Wong established Hop Kee Machinery, which is mainly for the acquisition and
holding of plant and machinery of our Group.

In January 2016, Mr. YH Wong, Mr. Lai and Mr. Tony Wong established Hop Kee Construction
(BVI) mainly for handling administrative matters (including trademarks and domain name) of our
Group.
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Our Company was incorporated in the Cayman Islands on 3 May 2016 in anticipation of the Share

Offer. Upon completion of the Reorganisation, our Company became the holding company of our Group

on 18 May 2016. Umma Floral is the intermediate holding company of our Group whereas Hop Kee

Construction, Hop Kee Machinery and Hop Kee Construction (BVI) are the indirect wholly-owned

subsidiaries of our Company.

For further details of corporate history of our Company and subsidiaries, please refer to the

paragraphs headed “Our Company” and “Our subsidiaries” below.

Major milestones

The following are the major developments and milestones of our Group to date:

1995

2009

2012

2014

2015

2016

Mr. YH Wong commenced his business of undertaking foundation works in Hong Kong on
15 April 1995, for which he registered Hop Kee Partnership (then a sole proprietorship)
with the Business Registration Office of the Inland Revenue Department.

Hop Kee Construction was incorporated in Hong Kong on 20 June 1995 and commenced
its foundation business in the same year.

Hop Kee Construction was registered under the Buildings Ordinance as a Registered
Specialist Contractor under the sub-register of ‘“Site Formation Works” category in
November 2009.

Hop Kee Construction was registered under the Buildings Ordinance as a Registered
Specialist Contractor under the sub-register of “Foundation Works” category in December
2009.

We decided that since April 2012, Hop Kee Partnership shall cease to undertake new
contracts, and that all new contracts shall be undertaken by Hop Kee Construction.

Hop Kee Machinery was incorporated in Hong Kong on 22 July 2014.

Hop Kee Construction obtained the ISO 9001:2008 certification in September 2014.
Hop Kee Construction obtained the OHSAS 18001:2007 certification in October 2014
Hop Kee Construction obtained the ISO 14001:2004 certification in November 2014

The business registration of Hop Kee Partnership was cancelled with effect from 21
December 2015.

Hop Kee Construction (BVI) was incorporated in BVI on 22 January 2016.

As part of the Reorganisation, our Company was incorporated in the Cayman Islands on 3
May 2016.
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Our Company

Our Company was incorporated in the Cayman Islands with limited liability on 3 May 2016, with
one subscriber Share allotted and issued fully paid to the initial subscriber, an independent third party.
On the same day, such subscriber Share was transferred to May City.

May City, the holding vehicle of Mr. YH Wong, Mr. Lai and Mr. Tony Wong, was incorporated in
the BVI with limited liability on 18 February 2016. On 13 April 2016, 40, 30 and 30 fully paid ordinary
shares of May City were issued and allotted to Mr. YH Wong, Mr. Lai and Mr. Tony Wong, at par,
respectively. As at the Latest Practicable Date, May City was owned by Mr. YH Wong, Mr. Lai and Mr.
Tony Wong as to 40%, 30% and 30%, respectively.

Upon completion of the Reorganisation, our Company became the holding company of our Group
on 18 May 2016, details of which are set out in the paragraph headed “A. Further information about our
Company — 4. Corporate Reorganisation” in Appendix IV to this prospectus.

Our subsidiaries
Umma Floral

Umma Floral, the intermediate holding company of our Group, was incorporated in the BVI with
limited liability on 2 October 2015.

On 2 October 2015, four, three and three shares, in aggregate representing the entire issued share
capital of Umma Floral, were issued and allotted to Mr. YH Wong, Mr. Lai and Mr. Tony Wong,
respectively. Immediately after the aforesaid issue and allotment of shares, Umma Floral was owned by
Mr. YH Wong, Mr. Lai and Mr. Tony Wong as to 40%, 30% and 30%, respectively.

Following the Reorganisation, Umma Floral became a direct wholly-owned subsidiary of our
Company.

Hop Kee Construction

Hop Kee Construction is our operating subsidiary which is principally engaged in undertaking
foundation works in Hong Kong. Hop Kee Construction was incorporated in Hong Kong with limited
liability on 20 June 1995 and commenced its foundation business in the same year.
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Upon incorporation on 20 June 1995, Hop Kee Construction allotted and issued 6,000 and 4,000
shares to Mr. YH Wong and Mr. Wong Kwok Keung (an independent third party other than being a
former shareholder and former director of Hop Kee Construction and a former partner of Hop Kee
Partnership) at a consideration of HK$6,000 and HK$4,000, respectively. Immediately after the
aforesaid allotment and issue of shares, the shareholding of Hop Kee Construction was as follows:

Name of shareholders

Shareholding
Mr. YH Wong 6,000 shares (60%)
Mr. Wong Kwok Keung 4,000 shares (40%)

10,000 shares (100%)

Since then and up to the commencement of the Track Record Period, a number of transfers and
allotments and issues of shares of Hop Kee Construction were effected. In particular:

° Mr. Wong Kwok Keung has ceased to be a shareholder of Hop Kee Construction since 17
January 1998 (and he has also ceased to be a partner of Hop Kee Partnership since 1 May
1997).

° Mr. Chau Kai Keung, a member of the current senior management of our Group whose
profile is disclosed in the section headed ‘“Directors and senior management — Senior
management” in this prospectus, was a shareholder of Hop Kee Construction with a
shareholding interest ranging from 24% to 30% during the period from 2 October 1995 to 16
June 1998 and from 1 August 1999 to 15 December 2011. On 15 December 2011, Mr. Chau
Kai Keung transferred all his shareholding in Hop Kee Construction to Mr. YH Wong due to
his retirement planning.

° Mr. Lai, an executive Director and one of the Controlling Shareholders, has become a
shareholder of Hop Kee Construction since 27 May 1996, with a shareholding interest
ranging from 24% to 70% during the period from 27 May 1996 up to the commencement of
the Track Record Period.

Following all the transfers and allotments and issues of shares of Hop Kee Construction that were
effected prior to the Track Record Period, the shareholding of Hop Kee Construction became, as at 1
April 2013 (being the commencement date of the Track Record Period), as follows:

Name of shareholders

Shareholding
Mr. YH Wong 15,000 shares (75%)
Mr. Lai 5,000 shares (25%)

20,000 shares (100%)
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Upon the joining of Mr. Tony Wong as one of the shareholders of Hop Kee Construction, on 10
February 2014, Hop Kee Construction issued and allotted 25,000, 25,000 and 30,000 shares to Mr. YH
Wong, Mr. Lai and Mr. Tony Wong, at a consideration of HK$25,000, HK$25,000 and HK$30,000,
respectively. Immediately after the aforesaid allotment and issue of shares, the shareholding of Hop Kee
Construction was as follows:

Name of shareholders

Shareholding
Mr. YH Wong 40,000 shares (40%)
Mr. Lai 30,000 shares (30%)
Mr. Tony Wong 30,000 shares (30%)

100,000 shares (100%)

Since then and up to the Reorganisation, Hop Kee Construction continued to be owned as to 40%
by Mr. YH Wong, as to 30% by Mr. Lai and as to 30% by Mr. Tony Wong.

Hop Kee Machinery

For the purpose of risk management, Hop Kee Machinery was incorporated in Hong Kong as a
private company limited by shares on 22 July 2014 mainly for the acquisition and holding of the plant
and machinery of our Group.

Upon incorporation on 22 July 2014, Hop Kee Machinery allotted and issued 40,000 shares,
30,000 shares and 30,000 shares to Mr. YH Wong, Mr. Lai and Mr. Tony Wong at a consideration of
HK$40,000, HK$30,000 and HK$30,000, respectively.

Since its incorporation and up to the Reorganisation, Hop Kee Machinery continued to be owned
as to 40% by Mr. YH Wong, as to 30% by Mr. Lai and as to 30% by Mr. Tony Wong.

Hop Kee Construction (BVI)

Hop Kee Construction (BVI) is principally engaged in handling administrative matters (including
trademarks and domain name) of our Group since its incorporation in 2016.

Hop Kee Construction (BVI) was incorporated in the BVI with limited liability on 22 January
2016. On the date of its incorporation, one share was issued and allotted to Umma Floral at a
consideration of US$1. Immediately after the aforesaid allotment and issue of share and up to the Latest
Practicable Date, Hop Kee Construction (BVI) continued to be a direct wholly-owned subsidiary of
Umma Floral.
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REORGANISATION

The following diagrams set forth the corporate and shareholding structure of our Group
immediately prior to the Reorganisation:

(A) Hop Kee Construction

Mr. YH Wong Mr. Lai Mr. Tony Wong
40% 30% 30%
Hop Kee
Construction
(incorporated in HK)

(B) Hop Kee Machinery

Mr. YH Wong Mr. Lai Mr. Tony Wong
40% 30% 30%
Hop Kee
Machinery
(incorporated in HK)
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(C) Umma Floral and Hop Kee Construction (BVI)

Mr. YH Wong Mr. Lai Mr. Tony Wong

40% 30% 30%

Umma Floral
(incorporated in the BVI)

100%

Hop Kee
Construction (BVI)
(incorporated in the BVI)

Corporate Reorganisation

Our Company completed the Reorganisation on 18 May 2016 in preparation for the Listing,
pursuant to which our Company became the holding company of our Group comprising Umma Floral,
Hop Kee Construction, Hop Kee Machinery and Hop Kee Construction (BVI). Details of the
Reorganisation are set out in the paragraph headed “A. Further information about our Company — 4.

Corporate Reorganisation” in Appendix IV to this prospectus.

As confirmed by our Directors, there were no outstanding options, warrants and/or convertibles in
respect of each member of our Group as at the Latest Practicable Date.
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The following diagram sets forth our corporate and shareholding structure immediately following
completion of the Reorganisation:

Mr. YH Wong Mr. Lai Mr. Tony Wong
40% 30% 30%
May City
(incorporated in the BVI)
100%
Our Company
(incorporated in

Cayman Islands)

100%

Umma Floral
(incorporated in the BVI)

100% 100% 100%

Hop Kee Construction
(BVI)
(incorporated in the BVI)

Hop Kee Construction Hop Kee Machinery
(incorporated in HK) (incorporated in HK)
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As part of the Share Offer, the Selling Shareholder (i.e. May City) will offer 200,000,000 Sale
Shares for sale under the Placing. For details of the sale of the Sale Shares by the Selling Shareholder,
please refer to the section headed “Structure and conditions of the Share Offer” of this prospectus. The
following diagram sets forth our corporate and shareholding structure immediately following completion
of the Share Offer and Capitalisation Issue (assuming that the Over-allotment Option and any option

granted under the Share Option Scheme are not exercised).

Mr. YH Wong Mr. Lai Mr. Tony Wong
40% 30% 30%
May City .
(incorporated in the BVI) Public
75% 25%
100%
Our Company
(incorporated in
Cayman Islands)
100%
Umma Floral
(incorporated in the BVI)
100% 100% 100%

Hop Kee Construction
(BVI)
(incorporated in the BVI)

Hop Kee Construction Hop Kee Machinery
(incorporated in HK) (incorporated in HK)
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BUSINESS

OVERVIEW

We are a contractor of foundation works in Hong Kong. During the Track Record Period,
foundation works undertaken by us mainly included ELS works, socketed H-piling and mini-piling
works and pile caps construction works. Our services are mainly required in the construction of
residential, industrial and commercial buildings.

Hop Kee Construction, our principal operating subsidiary, is registered under the Buildings
Ordinance as a Registered Specialist Contractor under the sub-register of “Foundation Works™ category.
In addition, Hop Kee Construction is registered under the Subcontractor Registration Scheme of the
Construction Industry Council. For further details, please refer to the paragraph headed “Licenses and
permits” in this section.

We primarily act as a subcontractor in our projects or, to a lesser extent, as a main contractor. The
following table sets out our revenue during the Track Record Period by reference to our role in the

projects:
FY2013/14 FY2014/15 FY2015/16
HK’000 % HK’000 % HK’000 %
Subcontractor 70,071 92.8 132,551 79.6 136,298 70.9
Main contractor 5,477 7.2 33,959 20.4 55,856 29.1
Total 75,548 100.0 166,510 100.0 192,154 100.0

During the Track Record Period, our revenue derived from projects in which we acted as the main
contractor increased significantly as shown in the above table. This was because of our strategy to
expand our client base and reduce our reliance on our major customers, by tendering for projects as a
main contractor from customers other than property developers and construction contractors. During the
Track Record Period, we have obtained projects from a private international school (i.e. Chinese
International School) and a statutory body (i.e. The Hong Kong Jockey Club) as referred to in the
paragraph headed “Customers — Top customers”™ below in this section. In addition, our Directors
believe that by acting as a main contractor, our corporate profile and recognition and our brand image
will also be enhanced. Our Directors will continue to seek opportunities to act as a main contractor in
the future.
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During the Track Record Period, we had an aggregate of 39 projects with revenue contribution to
us. Among such projects, we focused on undertaking projects in the private sector. The following table
sets out a breakdown of our revenue by project nature and number of projects with revenue contribution
to us during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16
No. of % of total No. of % of total No. of % of total
projects  Revenue revenue projects  Revenue revenue projects  Revenue revenue

HK$°000 HKS$°000 HKS$°000

(Notes) (Notes) (Notes)
Private sector 18 75,548 100.0 20 162,364 97.5 14 174,303 90.7
Public sector — — — 3 4,146 2.5 1 17,851 9.3
Total 18 75,548 100.0 23 166,510 100.0 15 192,154 100.0
Notes:
1. Out of the 23 projects which contributed revenue to the FY2014/15, 10 projects also contributed revenue to the
FY2013/14.

2. Out of the 15 projects which contributed revenue to the FY2015/16, 1 project and 7 projects also contributed revenue

to the FY2013/14 and FY2014/15, respectively.

During the Track Record Period, our revenue derived from public sector projects increased
significantly as shown in the above table. Projects in the public sector represent works contracts of
which the ultimate project employer is the Government or a statutory body. During the Track Record
Period, our public sector projects were either awarded by construction contractors (whose ultimate
project employer is the Government) or directly awarded by a statutory body (being The Hong Kong
Jockey Club). We have no preference on the choice of private or public sector projects. The significant
increase in our revenue derived from public sector projects during the Track Record Period was mainly
due to the project undertaken by us for The Hong Kong Jockey Club, which was attributable to our
aforementioned strategy to expand our client base and to tender for projects as a main contractor directly
from customers other than property developers and construction contractors.

We possess our own machinery for performing different types of foundation works and therefore
are not materially reliant on third party for machinery rental. Our owned machinery includes, among
others, excavators, cranes, hydraulic breakers and hydraulic crawler drillers. We believe that our
investment in machinery has placed us in a position to cater for foundation works of different scales and
complexity and to meet the expected growing demand in the foundation industry in Hong Kong in the
foreseeable future. For each of FY2013/14, FY2014/15 and FY2015/16, we acquired new machinery in
the amount of approximately HK$1.3 million, HK$10.9 million and HK$13.4 million at costs
respectively. During the Track Record Period, upon the requests of our customers or subcontractors, we
lent machinery to them if the machinery was not immediately required for any projects we were
undertaking during the relevant period and such arrangement would not affect our operations. We do not
actively seek nor intend to actively seek opportunities to lend our machinery to third parties. For each of
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FY2013/14, FY2014/15 and FY2015/16, our machinery rental income was approximately HK$125,000,
HK$690,000 and HK$302,000 respectively and was recognised as other income. For further information
regarding our machinery, please refer to the paragraph headed “Machinery” in this section.

We may carry out our works with our own machinery and labour resources and may also
subcontract some of our works to other subcontractors after taking into consideration our available
labour resources and the cost of performing the works with our own resources. The following table sets
out the relevant amount of subcontracting charges incurred by our Group during the Track Record
Period:

FY2013/14 FY2014/15 FY2015/16
HK’000 HK’000 HK’000

Subcontracting charges 25,869 33,925 49,638

Suppliers of goods and services which are specific to our business and are required on a regular
basis to enable us to continue to carry on our business mainly include (i) our subcontractors; (ii)
suppliers of construction materials required for performing foundation works such as steel, concrete, and
piles; and (iii) suppliers of other miscellaneous services such as the transportation of machinery, the
rental of machinery, repair and maintenance of machinery, testing and surveying of the quality of
materials and the supply of fuel for powering machinery and for certain construction process. For further
information regarding our suppliers, please refer to the paragraph headed “Suppliers” in this section.

COMPETITIVE STRENGTHS
We believe that our competitive strengths include:
1. Well-established presence in the foundation industry in Hong Kong

Hop Kee Construction, our principal operating subsidiary, has been incorporated and
operating in the foundation industry in Hong Kong since 1995. Based on our long operating
history, our Directors consider that we have an established presence in the foundation industry and
developed business relationship with industry players in Hong Kong, including our existing and
potential customers and our suppliers. As such, our well-established presence in the foundation
industry in Hong Kong may give us an advantage in terms of maintaining existing customers and
securing new business opportunities and it is crucial to the day-to-day business operations and
future business development of our Group.

2.  Stringent quality control and high safety standard and environmental impact control

We place emphasis on providing consistently high quality services. We have adopted and
implemented a quality control system that complies with international standards. Since 2014 and
up to the Latest Practicable Date, we were assessed and certified to have complied with the
requirements of ISO 9001 accreditation for our management system.

We have set up an occupational health and safety system to promote safe working practices
among all employees and to prevent the occurrence of accidents through safety inspections.
Further, we have also set up an environmental management system to promote environmental
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awareness and to prevent pollution of the environment resulting from projects undertaken by us.
Our safety and environmental management systems have been certified to be in compliance with
OHSAS 18001 and ISO 14001 standards respectively.

Our Directors believe that our stringent quality assurance system and strong commitment to
environmental and occupational health and safety management will allow us to be better positioned
to deliver quality works on time and within budget, thereby strengthening our position as an
established contractor for foundation works in Hong Kong.

3. Long-term rapport with some of our major customers

Our Group has long-standing business relationship with some of our major customers. As at
the Latest Practicable Date, we have over 7 years of business relationship with some of our major
customers for the Track Record Period (including Customer Henderson, Chun Wo Foundations
Limited, Sanfield (Management) Limited and K.H. Foundations Limited, as referred to in the
paragraph headed “Customers — Top customers” below in this section). Our Directors believe a
strong relationship with customers would increase our recognition and visibility in the foundation
industry. Our Directors believe that our Group can leverage on our existing relationship with major
customers to further develop new business opportunities in the foundation industry.

4. Experienced and dedicated management team

Our Group has an experienced management team in the foundation industry. Our Group is
led by our Chairman and founder, Mr. YH Wong, who has over 20 years of experience in the
foundation industry and has been fundamental to the development of our Group since our
establishment. In addition, our executive Directors include Mr. Lai and Mr. Tony Wong, who have
joined our Group for more than 20 years and 8 years respectively and are experienced in the
business development and day-to-day operation of our Group. For further information regarding
the background and experience of our Directors, please refer to the section headed “Directors and
senior management” in this prospectus. Our Directors believe that based on the experience of our
management team and their knowledge of the industry and the customers’ needs, our Group is able
to deliver quality and satisfactory services to our customers, which is essential to our success and
future development.

5. Possession of a variety of machinery to carry out foundation works

We possess our own machinery for performing different types of foundation works and
therefore are not materially reliant on third party for machinery rental. Our owned machinery
include, among others, excavators, cranes, hydraulic breakers and hydraulic crawler drillers. For
each of FY2013/14, FY2014/15 and FY2015/16, we acquired new machinery in the amount of
approximately HK$1.3 million, HK$10.9 million and HK$13.4 million at costs respectively.

We believe that our investment in machinery has placed us in a position to cater for
foundation works of different scales and complexity and to meet the expected growing demand in
the construction industry in Hong Kong in the foreseeable future. Our Directors believe that our
wide range of machinery enables our Group to deploy resources and operate effectively and
efficiently.
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BUSINESS STRATEGIES

The principal business objective of our Group is to further strengthen our position as an
established contractor for foundation works in Hong Kong. We intend to achieve our business objective
by expanding our scale of operation through our intended effort in actively seeking opportunities in
undertaking additional foundation projects, from both our existing and potential new customers, on top
of our present scale of operation and our current projects on hand.

According to the Ipsos Report, the gross output value of foundation industry in Hong Kong is
forecasted to increase from approximately HK$22.6 billion in 2015 to approximately HK$31.4 billion in
2020. Having considered (i) our business growth during the Track Record Period; (ii) our competitive
strengths mentioned above; (iii) the number of invitations for fee quotation and tender that we received
from customers during the Track Record Period; and (iv) the forecasted growth of the foundation
industry in Hong Kong as stated in the Ipsos Report, our Directors believe that our Group can undertake
additional foundation projects on top of our present scale of operation and our current projects on hand
if we are to continue to increase our available resources, mainly including our machinery and manpower.
As such, we intend to pursue the following key strategies:

1. Further enhancing our machinery

Our capacity to carry out foundation works for our customers depends largely on the
availability of our machinery. We believe that our investment in machinery has placed us in a
position to cater for foundation works of different scales and complexity and to meet the expected
growing demand in the construction industry in Hong Kong in the foreseeable future. We also
believe that our continued investments in machinery are necessary in order to increase our capacity
as we recorded a high utilisation rate in respect of our excavators, cranes and hydraulic breakers
(see the paragraph headed “Utilisation rate” in this section). Therefore, we intend to acquire
additional machinery including but not limited to excavators, cranes and hydraulic breakers. Our
Directors believe that the purchase of additional machinery will enable us to cope with our
business development, strengthen our brand name and increase our overall efficiency, capacity and
technical capability in performing foundation works as well as our ability to cater for different
needs and requirements of different customers.

2.  Further strengthening our manpower

We consider that a team of skilled workers equipped with appropriate knowledge and
experience in performing different types of foundation works is crucial to our continuing success.
Our Directors intend to execute our future additional projects by our own direct labour resources to
the extent possible without substantial use of subcontractors because our Directors consider that
holding all else the same, the use of our own direct labour resources (compared to engaging
subcontractors) would generally lead to a higher profit margin for our Group, as a profit markup is
generally factored in the fees charged by subcontractors. Therefore, we intend to expand our labour
resources by recruiting more project management, project execution, administrative and accounting
staff in order to cope with our business development and our planned purchases of additional
machinery as mentioned above.
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In addition, we intend to arrange more training courses for our workers on different types of
foundation works including ELS works, pile caps construction works, socketed H-piling and mini-
piling works, as well as work safety. Such training courses include internal training as well as
courses organised by external parties.

3. Increasing our marketing effort

During the Track Record Period, we actively liaise with existing and potential customers
from time to time for relationship building and management and therefore we secured new
businesses mainly through direct invitation for quotation or tender by customers.

In order to further promote our Group, to broaden our client base and to cope with our
business development, we intend to increase our marketing efforts by setting up dedicated web
pages for marketing our services, displaying our name prominently in our work sites and on our
plant and machinery, placing advertisements in industry publications, sponsoring more business
events and charity functions organized by our customers, sending promotional materials (the
content of which will include updates of our business and descriptions of our newly acquired
machinery) to our existing and potential customers and approaching potential customers more
actively to secure new business opportunities.

Our Directors believe that the increase of our marketing effort will further increase industry
players’ awareness of our Group and further strengthen our presence in the foundation industry in
Hong Kong.

Implementation of business strategies

For further details on the implementation of the above-mentioned business strategies, please refer
to the section headed ‘“Future plans and use of proceeds” in this prospectus.

FOUNDATION WORKS BUSINESS
Types of services provided

We are a contractor of foundation works in Hong Kong. Our services are mainly required in the
construction of residential, industrial and commercial buildings. Our foundation works during the Track
Record Period mainly include (i) ELS works, (ii) socketed H-piling and mini-piling works, and (iii) pile
caps construction works. Our services are inter-related to one another and our projects may require
single or multiple type(s) of services depending on the customers’ needs and requirements for their
construction projects.

(i) ELS works (Excavation and lateral support works)

Excavation is an early stage in building and construction. It involves loosening and taking
materials out of the ground and then shoring up support in the excavated area with piles.
Excavation provides larger construction space, and during the process, the sides of the sites require
proper support and ground water control.
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Lateral support works include ground anchor, ground water control and dewatering. Grouting
ground anchor involves pouring cement into soil and rocks to create an embedded anchor,
increasing the resistance of the foundation to structural movements. The design of lateral support
works is subject to, among others, the soil and ground-water conditions as well as the depth and
width of the excavation area.

Install piles

soil

GROUND LEVEL

Excavate

pile

B

GROUND LEVEL
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Lateral support works

lateral support pile

soil

GROUND LEVEL

lateral support pile

soil

GROUND LEVEL

(ii) Socketed H-piling and mini-piling

Piles generally refer to structural beams that are made of steel, concrete, or timber. In
general, there are several uses of pile foundations, including but not limited to the transfer of the
load from the structure to the foundation at a greater depth where the capacity of soil is sufficient
to withhold the structure loads and the increase of the construction safety for high loaded
structures.

The choice of different types of piles mainly depends on the nature of the sub-soil, the type
and depth of the loads to be installed, the layout of the construction structure, the conditions of
sites, and economic considerations for adopting a certain pile type.

During Track Record Period, the foundation piling works undertaken by our Group include,
among others, socketed H-piling and mini-piling works.
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Socketed H-pile is a type of pile which is a steel H-section. Socketed H-piling works refer to
the installation of socketed H-piles within prebored holes formed into bedrock and then grouted
with cement. The prebored holes shall be large enough to facilitate the installation of socketed H-
piles and to allow sufficient cover for corrosion protection purposes.

H-pile

rock soil

existing ground level w

Mini-pile is a type of pile with a diameter not exceeding 400 mm. They can be used for sites
with difficult access. Mini-piles are typically used to support relatively light building or structures
compared with those supported by socketed H-piles.

(iii) Pile caps construction

Pile caps usually form part of the foundation of a building or structure. A pile cap is a
concrete block that is placed on the top of a pile or a group of piles to transmit and distribute
loads from the structure to the pile or group of piles.

building structure

constructed steel pile cap

soil piles reinforcement
Pile cap
top level w
I | T

existing ground level W
N | S
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Operation flow

Set out below is a flowchart summarising the principal steps of our workflow of a typical project:

( 7

Seeking new business opportunity

. 4
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Award of contract

. 4

Procurement of materials
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( A
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Seeking new business opportunity

During the Track Record Period, we secured new businesses mainly through direct invitation for
quotation or tender by customers. For further information, please refer to the paragraph headed ‘““Sales
and marketing” in this section.

Preliminary assessment of project and preparation of quotation and/or tender document

In general, we review and evaluate the tender documents and/or information available to us to
assess the scope, our capability, the expected complexity of the project and feasibility of the project to
decide whether to proceed to prepare tender proposal and/or fee proposal.

If we decide to pursue a potential project after our assessment, we will commence preliminary
work for the preparation of tender proposal and/or fee proposal. In estimating the costs of the project,
we mainly consider the amount of required resources such as workers, construction materials, and the
availability of machinery and equipment. In addition, subject to site conditions, we may also conduct
site visits at which the project is to be undertaken in order to obtain a better understanding of the site
and the complexity of the works to be involved. For our preparation of tender proposal and/or fee
proposal, we will also obtain quotations from suppliers for costs of construction materials and from
subcontractors for the works to be subcontracted. For our pricing strategy, please refer to the paragraph
headed ““Pricing strategy” in this section.

Award of contract

Upon finalising our tender proposal and/or fee proposal, we will provide our quotation and/or
make tender submission to our potential customer. For sizeable projects (especially those subject to
competitive tender processes), we may be required to attend tender interviews to answer queries or
clarify our tender submission, and to negotiate and finalise the terms of the contract. If our fee quotation
is accepted by our customer or our tender bid is successful, our customers may confirm our engagement
by endorsing our quotation previously submitted or by way of issuing a letter of acceptance to us.

The following table sets out the number of invitations for fee quotation, the number of quotations
sent, the number of contracts awarded and our success rate during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16

Number of invitations for fee quotations 41 49 145
Number of quotations submitted 36 43 35
Number of contracts awarded (Note 1) 10 9 10
Success rate (Note 1) 27.8% 20.9% 28.6%
Note:

(1) In the above table, success rate for a financial year is calculated based on the number of contracts awarded (whether
awarded in the same financial year or subsequently) in respect of the quotations submitted during that financial year.
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The following table sets out the number of invitations for tender, the number of tenders submitted,
the number of contracts awarded and our success rate during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16

Number of invitations for tender 4 21 19
Number of tender submitted 4 15 8
Number of contracts awarded (Note 1) 2 6 1
Success rate (Note 1) 50.0% 40.0% 12.5%
Note:

€)) In the above table, success rate for a financial year is calculated based on the number of contracts awarded (whether
awarded in the same financial year or subsequently) in respect of the tenders submitted during that financial year.

The following table sets out a breakdown of our revenue by projects awarded through submission
of tender and through submission of quotation during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16

HK$’000 HK$°000 HK$°000

Projects awarded through submission of tender 5,478 48,267 79,549
Projects awarded through submission of

quotation 70,070 118,243 112,605

75,548 166,510 192,154

We may from time to time respond to our customers’ invitations by submitting quotations/tenders
after taking into account our pricing strategy instead of turning them down. Our Directors believe such
strategy allows us to (i) maintain our relationship with customers; (ii) maintain our presence in the
market; and (iii) be informed of the latest market developments and pricing trends which are useful for
tendering projects in the future. Due to such strategy and subject to the tender strategy of our
competitors from time to time, we may experience fluctuations in our overall tender success rates from
period to period. Given our tender strategy and in view of our performance over the Track Record
Period and our projects on hand as of the Latest Practicable Date (see “Projects on hand” below in this
section), our Directors consider that our overall tender success rate during the Track Record Period has
been satisfactory in general.
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Procurement of materials

Depending on the contract terms agreed with our customers, construction materials may be
procured by us on our own account or provided by our customers to us at our cost or at the cost of our
customers. In certain cases, there was contra charge arrangement where we purchased certain
construction materials from some of our customers during the Track Record Period, details of which are
disclosed in the paragraph headed ‘“Customers who were also our suppliers” in this section. If
construction materials are to be procured by us on our own account, we will generally place orders
directly with our suppliers. If the works involved further subcontractors engaged by us, the costs of
materials may be borne by us or by our subcontractors, depending on our agreements with different
subcontractors in different projects.

Construction materials are purchased on a project-by-project basis in accordance with the project
specifications. Therefore, we do not maintain any inventory of construction materials.

Engagement of subcontractors (if necessary)

Depending on the availability of our labour resources and if considered necessary or appropriate,
we may subcontract our works to other subcontractors. For further information regarding our selection
of subcontractors, please refer to the paragraph headed “Suppliers” in this section.

Execution

Our Group is required to carry out foundation works according to the designs and work plans as
set out in the tender documents as well as customers’ requirement. In general, we do not offer advices to
customers for their design and work plans. We follow up with the representatives of subcontractors
regularly to review the progress and quality of the project and to resolve any problems encountered. The
project manager holds meeting with our executive Directors from time to time to ensure the works
performed meet customers’ requirement and are completed as scheduled, within budget and in
compliance with all applicable statutory requirements.

Variation orders (if any)

Depending on the terms and conditions of contracts, our customers may give instructions to vary
the works. Such variation orders could be addition, modification or cancellation of certain contract
works. The value of the variation works is generally priced in accordance with the pre-agreed fee rate
for variation works stated in agreed quotation of the relevant project, and the total contract sum of the
relevant project is adjusted accordingly. As such, the amount of revenue that we may derive from a
project may be higher or lower than the original contract sum.

In respect of our projects completed during each of FY2013/14, FY2014/15 and FY2015/16 where
the amount of revenue recognised were lower than the original contract sum, such differences amounted
to an aggregate of approximately HK$1.6 million, nil and HK$7.3 million respectively. In respect of our
projects completed during each of FY2013/14, FY2014/15 and FY2015/16 where the amount of revenue
recognised were higher than the original contract sum, such differences amounted to an aggregate of
approximately HK$6.1 million, HK$25.5 million and HK$6.2 million respectively (whereas our total
revenue amounted to approximately HK$75.5 million for FY2013/14, approximately HK$166.5 million
for FY2014/15 and approximately HK$192.2 million for FY2015/16).
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Inspection and supervision

We carry out in-house quality inspection and supervision during project execution in accordance
with our in-house quality management systems which are in conformity with the requirements of the
ISO 9001 standards in order to ensure compliance with our customers’ specifications and requirements.
For further information regarding our quality management systems, please refer to the paragraph headed
“Quality control” below in this section.

Customer inspection and acceptance

In general, customers of our Group have appointed personnel to supervise and monitor the project
progress and the quality of our works. For projects in which we act as main contractor, the works
undertaken by us which have been substantially completed to the satisfaction of the customer would be
certified by a third party consulting/surveying company nominated by our customers.

Payment

Based on the amount of work completed, our Group would submit to our customer an interim
payment application on a monthly basis or by stages detailing the amount and the value of our work
done. Upon receiving our payment application, our customer will appoint an authorised person or an
external consultant to examine our portion of work completed and would endorse our payment
application or issue a payment certificate certifying the work progress after the examination. We may
issue invoice based on such payment certificate if necessary. Our customers would then make payment
to us, net of agreed retention money, generally from 14 to 60 days thereafter. Similarly, we normally
pay our subcontractors on a monthly basis or by stages with reference to the certified value of works
done by the subcontractors. Payment terms granted by our suppliers generally ranged from
approximately 0 to 60 days.

We may pay our subcontractors and other suppliers before receiving payments from our customers,
resulting in possible cash flow mismatch. This will result in an increase in our working capital
requirements, which is further discussed in the paragraph headed “Risk management and internal control
systems — Liquidity risk” in this section.

Defects liability period and release of retention money

For sizeable projects (especially those subject to competitive tender processes), our customers
normally require a defects liability period, which generally ranged from 6 to 12 months from the date of
completion of the project. During such period, we are required to maintain our work and make good any
defect or be responsible for the rectification cost or damages suffered by our customers. During the
Track Record Period, we did not experience any request from our customers for making good of defect
or imperfection in our works.

In addition, for sizeable projects (especially those subject to competitive tender processes), our
customers generally withhold a portion of contract value as retention money to secure our due
performance of the project. Retention money is normally 10% of the value of the works done, subject to
a maximum rate of 5% of the total contract sum. It is usually done by way of holding up retention
money from each progress payment. Normally, half of the retention money is released upon the
completion of the projects and the remaining half is released upon expiry of the defects liability period.
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Pricing strategy

We need to estimate the total costs involved in a project in order to determine our fee quotation or
tender price and there is no assurance that the actual amount of costs would not exceed our estimation
during the performance of our projects. Nevertheless, during the Track Record Period and up to the
Latest Practicable Date, we did not experience any loss-making projects as a result of material
inaccurate estimation or cost overruns. In order to minimise the risk of inaccurate estimation and cost
overrun, the pricing of our services are overseen by our executive Directors, namely, Mr. YH Wong,
Mr. Tony Wong and Mr. Lai, whose background and experience are disclosed in the section headed
“Directors and senior management” in this prospectus, based on our pricing strategy described in the
following paragraphs.

Pricing of our services is determined on a case-by-case basis having regard to various factors,
which generally include (i) the estimated costs of construction materials; (ii) the estimated number and
types of workers required; (iii) the complexity of the project; (iv) the estimated number and types of
machines required; (v) the availability of our manpower and resources; (vi) the completion time
requested by customers; (vii) any subcontracting which is expected to be necessary; (viii) prices offered
to the customer in the past; and (ix) the prevailing market conditions.

We then prepare our quotation based on a certain percentage of markup over our estimated cost.
The percentage of markup may vary substantially from project to project due to factors such as (i) the
size of the project; (ii) the prospect of obtaining future contracts from the customer; (iii) any possible
positive effect of our Group’s image in the foundation industry; (iv) the amount and substantiality of the
portion of work undertaken by subcontractor; and (v) the likelihood of any material deviation of the
actual cost from our estimation having regard to the price trend of key cost components and the general
market condition.

Seasonality

Our Directors believe that the foundation industry in Hong Kong does not exhibit any significant
seasonality.

PROJECTS UNDERTAKEN DURING THE TRACK RECORD PERIOD

We primarily act as a subcontractor in our projects or, to a lesser extent, as a main contractor. The
following table sets out our revenue during the Track Record Period by reference to our role in the

project:
FY2013/14 FY2014/15 FY2015/16
HK’000 % HK’000 % HK’000 %
Subcontractor 70,071 92.8 132,551 79.6 136,298 70.9
Main contractor 5,477 7.2 33,959 20.4 55,856 29.1
Total 75,548 100.0 166,510 100.0 192,154 100.0
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During the Track Record Period, we primarily focused on undertaking private sector projects. The
following table sets out the number of projects and the nature of projects (i.e. private/public sector) with
revenue contribution to us during the Track Record Period:

FY2013/14 FY2014/15 FY2015/16

Private sector projects 18 20 14
Public sector projects — 3 1

Total number of projects with revenue
contribution 18 23 15

The following table sets out the number of projects with revenue contribution, with breakdown of
projects brought forward from the prior year and new projects awarded to us during the year, during the
Track Record Period:

FY2013/14 FY2014/15 FY2015/16

Projects brought forward from prior year 4 10
New projects awarded to us during the year 14 13 8
18 23 15

For each of the FY2013/14, FY2014/15 and FY2015/16, there were, respectively, 18, 23, and 15
construction projects which contributed approximately HK$75.5 million, HK$166.5 million and
HK$192.2 million, respectively to our revenue. Set out below is a breakdown of such projects based on
their respective revenue recognised during the Track Record Period.

FY2013/14 FY2014/15 FY2015/16

No. of No. of No. of
projects projects projects
(Notes) (Notes) (Notes)
Revenue recognised
HK$10 million or above 2 5
HK$1 million to below HK$10 million 7 11 5
Below HK$1 million 9 7 3
18 23 15
Notes:
1. Out of the 23 projects which contributed revenue to the FY2014/15, 10 projects also contributed revenue to the
FY2013/14.
2. Out of the 15 projects which contributed revenue to the FY2015/16, 1 project and 7 projects also contributed revenue

to the FY2013/14 and FY2014/15, respectively.
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The following tables set out the nature of our five largest foundation projects for each of FY2013/
14, FY2014/15 and FY2015/16 in terms of revenue contribution of our Group:

FY2013/14
Rank Customer
1 Customer Henderson
(Note 1)

)

Chun Wo Foundations
Limited (Note 1)

3 Customer Henderson
(Note 1)

4 Customer Henderson
(Note 1)

5 Customer Henderson
(Note 1)

FY2014/15

Rank Customer

1 Customer Henderson
(Note 1)

2 Customer Henderson
(Note 1)

3 Chinese International
School

4 Sanfield
(Management)
Limited

5 Customer Henderson
(Note 1)

Original
contract sum
HKS$'000

12,856

14,232

10,669

3,580

8918

Original
contract sum
HK$’000

52,262

29,863

27,487

44,091

17,700

Our role

Subcontractor

Subcontractor

Subcontractor

Subcontractor

Subcontractor

Our role

Subcontractor

Subcontractor

Main contractor

Subcontractor

Main contractor

Private/Public

sector Type of works

Private Mini-piling works

Private ELS and pile caps
construction
works

Private ELS works

Private ELS works

Private ELS and pile caps
construction
works

Private/Public

sector Type of works

Private ELS and pile caps
construction
works

Private ELS and pile caps
construction
works

Private ELS and pile caps
construction
works

Private ELS works

Private ELS and pile caps

construction

works
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Date of commencement Amount of revenue

and completion of our recognised for the

works (Note 2) year
HK$'000

Commencement: 16,680

August 2013

Completion:

January 2015

Commencement: 15,014

March 2013

Completion:

December 2013

Commencement: 9,454

October 2013

Completion:

July 2014

Commencement: 1212

April 2013

Completion:

March 2014

Commencement: 6,903

February 2013

Completion:

November 2013

Date of commencement Amount of revenue

and completion of our recognised for the
works (Note 2) year

HK$°000
Commencement: 54,582
March 2014
Completion:
December 2014
Commencement:
August 2014
Completion:
May 2015
Commencement:
July 2014
Completion:
July 2015
Commencement:
December 2014
Completion:
September 2016
Commencement:
February 2014
Completion:
May 2015

21312

21,131

14,308

11,095

% of total revenue

of our Group

22.1%

19.9%

12.5%

9.5%

9.1%

% of total revenue

of our Group

32.8%

16.4%

12.7%

8.6%

6.7%
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Rank

FY2015/16
Date of commencement Amount of revenue
Original Private/Public and completion of our recognised for the % of total revenue
Customer contract sum  Our role sector Type of works works (Note 2) year of our Group
HKS$'000 HK$°000
Customer Henderson 135,930 Subcontractor Private ELS and pile caps ~ Commencement: 41,801 21.8%
(Note 1) construction November 2015
works Completion:
November 2016
K.H. Foundations 30,759 Subcontractor Private ELS works Commencement: 30,471 15.9%
Limited (Note 1) August 2015
Completion:
December 2015
Sanfield 44,091 Subcontractor Private ELS works Commencement: 22,944 11.9%
(Management) December 2014
Limited (Note 1) Completion:
September 2016
The Hong Kong 43,369 Main contractor Public ELS and pile caps ~ Commencement: 17,851 9.3%
Jockey Club construction July 2015
(Note 1) works Completion:
July 2016
Customer Henderson 30,400 Main contractor Private ELS, pile caps Commencement: 17,110 8.9%
(Note 1) construction and ~ October 2015
H-piling works ~ Completion:
October 2016
Notes:
1. This is one of our top five customers during the Track Record Period and for further details, please refer to the
paragraph headed “Customers — Top customers” of this section.
2. Where applicable, future completion dates represent our management’s best estimates according to the expected

completion dates specified in the relevant contracts (if any), the extension period granted by customers (if any), and
the actual work schedule up to the Latest Practicable Date.
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Backlog

As at 31 March 2014, 2015 and 2016 and the Latest Practicable Date, we had a total of 11, 9, 14
and 8 projects in our backlog (including projects that have commenced but not completed as well as

projects that have been awarded to us but not yet commenced), with revenue derived or expected to be

derived from such projects as follows:

Number of projects in our
backlog

Total original contract sum in
respect of such projects
(Note 4)

Total revenue attributable
to such projects

— recognised on or before the
date indicated

— yet to be recognised as at
the date indicated

Note:

As at the

Latest

As at 31 As at 31 As at 31 Practicable
March 2014 March 2015 March 2016 Date
(Note 1) (Note 2) (Note 3)

11 9 14 8
HK$’000 HK$’000 HKS$’000 HKS$’000
148,911 165,749 315,272 273,080
52,830 82,729 136,351 140,148
119,329 84,825 178,469 132,932
172,159 167,554 314,820 273,080

1. Out of the 9 projects in our backlog as at 31 March 2015, 1 project commenced in FY2013/14. The total original
contract sum of such project was approximately HK$17.7 million.

2. Out of the 14 projects in our backlog as at 31 March 2016, 2 projects commenced in FY2014/15. The total original
contract sum of such 2 projects were approximately HK$53.9 million.

3. Out of the 8 projects in our backlog as at the Latest Practicable Date, 1 project commenced in FY2014/05 and 2
projects commenced in FY2015/16. The total original contract sum of such 3 projects were approximately HK$210.4
million.

4. The total original contract sum represents the aggregate of the respective original contract sums of the projects in our

backlog as at the respective dates, including projects which spanned more than one financial year.
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PROJECTS ON HAND

The aggregate number of our projects on hand as at 1 April 2016 (including projects that have

commenced but not completed as well as projects that have been awarded to us but not yet commenced)

and projects that were awarded to us from 1 April 2016 to the Latest Practicable Date was 16. Our

Directors estimated that these projects will be completed within FY2016/17 and all remaining revenue to

be derived from these projects will be recognised in FY2016/17. The following sets forth a full list of

our projects on hand as at 1 April 2016 as well as projects that have been awarded to us from 1 April
2016 up to the Latest Practicable Date:

Project Customer

o

Sanfield
(Management)
Limited (Note 1)

Chun Wo Foundations
Limited (Note 1)

Chun Wo Foundations
Limited (Note 1)

Customer Henderson
(Note 1)

The Hong Kong
Jockey Club
(Note 1)

Chun Wo-CRGL-
MBEC JV
(Note 1)

Customer Henderson
(Note 1)

Customer Henderson
(Note 1)

Chun Wo-CRGL-
MBEC JV
(Note 1)

Chun Wo-CRGL-
MBEC IV
(Note 1)

Supplier A (Note 2)

Customer Henderson
(Note 1)

Our role

Subcontractor

Subcontractor

Subcontractor

Main contractor

Main contractor

Subcontractor

Subcontractor

Main contractor

Subcontractor

Subcontractor

Subcontractor

Subcontractor

Types of works

ELS works

ELS and pile caps
construction works

ELS and pile caps
construction works

ELS and pile caps
construction works

ELS and pile caps
construction works

ELS works

ELS and pile caps
construction works

ELS, pile caps construction

and H-piling works

ELS works

ELS works

ELS works

ELS and pile caps
construction works

Actual/expected

commencement date of works

(Note 3)

December 2014

March 2015

October 2015

June 2015

July 2015

April 2016

November 2015

October 2015

April 2016

April 2016

April 2016

April 2016
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Actual/expected date of
completion of works (Note 4)

September 2016

August 2016

August 2016

May 2016

July 2016

March 2017

November 2016

October 2016

April 2016

April 2016

November 2016

May 2016

Amount of revenue
Amount of revenue expected to be
recognised during the
Track Record Period

HKS$'000

recognised for
FY2016/17
HK$000

FY2013/14: — 6,839
FY2014/15: 14,308
FY2015/16: 22,944

FY2013/14: — 2910
FY2014/15: 567
FY2015/16: 6,315

FY2013/14: — 3,216
FY2014/15: —
FY2015/16: 4,816

FY2013/14: — 1,170
FY2014/15: —
FY2015/16: 10,639

FY2013/14: —
FY2014/15: —
FY2015/16: 17,851

25,518

FY2013/14: — 4,869
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: —
FY2015/16: 41,801

94,129

FY2013/14: —
FY2014/15: —
FY2015/16: 17,110

13,290

FY2013/14: — 814
FY2014/15: —
FY2015/16: —

FY2013/14: — 500
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: —
FY2015/16: —

11,770

FY2013/14: — 5,043
FY2014/15: —
FY2015/16: —
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Actual/expected
commencement date of works
Project Customer Our role Types of works (Note 3)
13 Chun Wo Foundations Subcontractor ~ ELS works May 2016

Limited (Note 1)

Supplier A (Note 2)  Subcontractor ~ ELS and pile caps April 2016
construction works

Supplier A (Note 2)  Subcontractor  ELS and pile caps August 2016
construction works

A private company,  Main contractor ELS and other construction  July 2016
the principal works
activities of
which is
investment
holdings

Notes:

Actual/expected date of
completion of works (Note 4)

August 2016

November 2016

October 2016

January 2017

Total:

Amount of revenue
recognised during the
Track Record Period
HK$’000

FY2013/14: —
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: —
FY2015/16: —

FY2013/14: —
FY2014/15: 14,875
FY2015/16: 121,476

Amount of revenue
expected to be
recognised for

FY2016/17
HK$000
2,000

6,401

14,899

24720

218,088

(1) This is one of our top five customers during the Track Record Period and for further details, please refer to the
paragraph headed “Customers — Top customers” of this section.

2) This is one of our top five suppliers during the Track Record Period and also one of our customers as at the Latest
Practicable Date. For further details, please refer to the paragraph headed “Customers who were also our suppliers —

Supplier A” of this section.

3) Expected commencement dates are based on our management’s best estimates according to the expected
commencement date specified in the relevant contract (if any) and any dates which are mutually agreed by us and

our customers.

(4)  Expected completion dates are based on our management’s best estimation. In making the estimation, our

management considers the expected completion date specified in the relevant contract (if any), the extension period
granted by our customers (if any) and the actual work schedule up to the Latest Practicable Date.
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LICENSES AND PERMITS

As confirmed by our Directors, during the Track Record Period and up to the Latest Practicable
Date, our Group has obtained all material licences, permits and registrations required for carrying on our
business activities. Set out below is a summary of our material licences, permits and registration that we
have obtained:

1. Registered Specialist Contractor (under the sub-register of “Foundation Works”
category)

In relation to private sector projects, under the Buildings Ordinance, a person is required to
appoint a Registered Specialist Contractor to carry out specialised contract works (such as
foundation works). The duties of a Registered Specialist Contractor are: (i) to provide continuous
supervision to the carrying out of the works; (ii) to notify the Building Authority of any
contravention of the regulations that would result from carrying out the works; and (iii) to comply
generally with the Buildings Ordinance. In compliance with the Buildings Ordinance, customers of
private sector projects may engage registered contractors to undertake specialised contract works.
In view of this, Hop Kee Construction has completed the following registration:

Date of
Date of first upcoming
Registration Granted by Granted to registration  expiry
Registered Specialist Buildings Hop Kee 4 December 13 November
Contractor — Department Construction 2009 2018

Foundation Works

In order for Hop Kee Construction to apply for and maintain the aforementioned registration,
Hop Kee Construction must, pursuant to the Buildings Ordinance and the Practice Note for
Registered Contractors No. 38 issued by the Buildings Department, satisfy the Building Authority
on various aspects including but not limited to the adequacy of its management structure and the
experience and qualifications of its personnel. Our Directors confirm that during the Track Record
Period and up to the Latest Practicable Date, we had satisfied all requirements for applying for and
maintaining the aforementioned registration.

In particular, one of the requirements is that Hop Kee Construction must have a minimum of
one ‘“authorised signatory” to act for it for the purpose of the Buildings Ordinance and one
“technical director” who shall, among other things, provide technical support for the execution of
works and ensure that the works are carried out in accordance with the Buildings Ordinance. As at
the Latest Practicable Date, Mr. Chau Kai Keung, one of our senior management members, and
Mr. Lau Hak Shun Harrison, an external consultant engaged by us on a project-by-project basis
during the Track Record Period and up to 31 July 2016 (who became our full-time employee since
1 August 2016; see note below), have taken up the roles of authorised signatory of Hop Kee
Construction in respect of the aforesaid registration, while Mr. YH Wong, one of our executive
Directors, and Mr. Shum Kwo Foo, one of our senior management members, have taken up the
roles of technical director of Hop Kee Construction in respect of the aforesaid registration.
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Note: As advised by the Legal Counsel, based on the Buildings Ordinance and the Practice Note for Registered
Contractors No. 38 issued by the Buildings Department, a suitable person appointed by the board of directors of Hop
Kee Construction is eligible to act as the authorised signatory of Hop Kee Construction regardless of whether he or
she is an employee of Hop Kee Construction or not.

Pursuant to the Practice Note for Registered Contractors No. 38 issued by the Buildings
Department, if there is no authorised signatory acting for a contractor, the contractor is required to
suspend all works immediately. Hop Kee Construction has engaged Mr. Lau Hak Shun Harrison,
previously an external consultant, as one of its authorised signatories even though it has already
appointed Mr. Chau Kai Keung, one of our senior management members, as its authorised
signatory. Such arrangement is mainly for risk management purpose for mitigating the risk of
having no authorised signatory upon any unforeseen temporary absence of an authorised signatory
due to reasons such as sudden illness or accident.

Mr. Lau Hak Shun Harrison obtained a degree of Bachelor of Applied Science in Civil
Engineering from the University of British Columbia in May 1998 and a degree of Master of
Science in Engineering (Infrastructure Project Management) from the University of Hong Kong in
November 2008. Mr. Lau was admitted as a member of the Macau Institution of Engineers in
October 2011. Prior to taking up the role of authorised signatory of Hop Kee Construction, he had
more than 8 years of experience in taking a supervisory role in various construction projects
through his past employment with different contractors in Hong Kong.

If we are appointed by our customer to act as a Registered Specialist Contractor and we fail
to properly supervise the carrying out of the site works, we and our Directors may be subject to
prosecution or disciplinary action, details of which are set out in the section headed “Regulatory
overview — C. Law and regulations in relation to contractor licensing — Regulatory actions under
the Buildings Ordinance” in this prospectus. Nevertheless, as confirmed by our Directors, we did
not experience any such incidents during the Track Record Period and we have also developed and
implemented procedures for operating our business which are discussed in the paragraph headed
“Risk management and internal control systems” below in this section. Please also refer to the
section “Risk factors — Failure to properly supervise site works as a Registered Specialist

2

Contractor may result in prosecution or disciplinary action ” in this prospectus.

Renewal of the aforementioned registration is required every three years. We have
successfully renewed our aforesaid registration since it was first obtained. Pursuant to the
Buildings Ordinance, the Building Authority may refuse an application for renewal of registration
(a) if it is satisfied that the applicant is no longer suitable (for any reason) for registration on the
relevant register; or (b) if the applicant fails to provide relevant information and documentary
proof required by the Building Authority. According to the Practice Note for Registered
Contractors No. 38 issued by the Buildings Department, in considering an application for renewal
of registration, the Building Authority may take into account, among other factors, whether the
applicant is inactive in the relevant works and whether the applicant has any conviction,
disciplinary or suspension records in respect of labour safety offences, malpractice or misconduct
in building works or construction related activities, provisions under the Buildings Ordinance, etc.

According to a letter from the Buildings Department dated 29 April 2016 in response to the
Sponsor’s enquiry, there is no record regarding any legal impediment on the renewal of the
aforesaid registration of Hop Kee Construction. The Legal Counsel also confirmed that he does not
foresee any material legal impediment in the renewal of the aforesaid registration by us.
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2.  Subcontractor Registration Scheme

Based on our Directors’ experience, some of our customers prefer to engage or would only
engage subcontractors who are registered under the Subcontractor Registration Scheme of the
Construction Industry Council. In view of this, we have completed such registration, details of
which are summarised as follows:

Date of
Date of first upcoming
Registration Granted by Granted to registration expiry
Subcontractor Construction Hop Kee 22 November 26 November
Registration Scheme Industry Construction 2005 2017
Council

The Subcontractor Registration Scheme was introduced by the Construction Industry Council
in order to build up a pool of capable and responsible subcontractors with specialised skills and
strong professional ethics. The registration and the renewal of registration for the Subcontractor
Registration Scheme are subject to the satisfaction of certain entry requirements which primarily
concern the applicant’s experience and/or qualification in the relevant works. Our Directors
confirm that during the Track Record Period and up to the Latest Practicable Date, we had
satisfied all requirements for the registration and the renewal of registration for the Subcontractor
Registration Scheme. Renewal is required every two years. We successfully renewed our
aforementioned registration since the registration was first obtained. The Legal Counsel confirmed
that he does not foresee any material legal impediment in the renewal of the aforesaid registration
by us.

3. Other

As at the Latest Practicable Date, Hop Kee Construction is also a Registered Specialist
Contractor under the sub-register of “Site Formation Works” category. During the Track Record
Period, all of our projects with revenue contribution to us were foundation works projects and it is
also our business strategy to focus on undertaking foundation works projects in the future. During
the Track Record Period, as confirmed by our Directors, none of our projects with revenue
contribution to us required us to be a Registered Specialist Contractor under the sub-register of
“Site Formation Works” category.

CUSTOMERS
Characteristics of our customers

Our customers primarily include main contractors and property developers (including subsidiaries
of property developers) in Hong Kong. During the Track Record Period, the number of customers with
revenue contribution to our Group was 5, 10 and 6 for each of FY2013/14, FY2014/15 and FY2015/16,
respectively. During the Track Record Period, all of our customers were located in Hong Kong and all
of our revenue were denominated in HKS$.
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Principal terms of engagement

Our customers generally engage us for a specific project instead of entering into long-term
agreements with us. In general, contracts entered into between us and our customers contain terms and
conditions relating to the contract price, contract period, the scope of work and the payment terms.
Some of our contracts may also contain the following terms:

Construction materials procurement

In some of our projects, the contract includes a clause stating that our customer may procure
certain specified construction materials for and on behalf of us at prices agreed and specified in the
contract. In this context, if we choose to purchase construction materials from the customer, we
would regard such customer as our supplier of the relevant construction materials, further details of
which are discussed in the paragraph headed “Customers who were also our suppliers” in this
section.

Retention money

When undertaking contract works, some of our customers may, depending on the contract
terms, hold up a certain percentage of each payment made to us as retention money. Retention
money is normally 10% of the value of the works done, subject to a maximum rate of 5% of the
total contract sum. Normally, half of the retention money is released upon the completion of the
projects and the remaining half is released upon expiry of the defects liability period.

As at 31 March 2014, 2015 and 2016, our retention receivables amounted to approximately
HK$2.9 million, HK$5.6 million and HK$13.3 million respectively. Please refer to the section
headed “Financial information — Net current assets — Trade and other receivables” in this
prospectus for a further discussion and analysis regarding our trade and other receivables.

Performance bond

We may be required to provide performance bonds issued by banks in the amount of certain
percentage (normally 10%) of the contract sum in favour of our customers. Such arrangement
serves to secure our due and timely performance of work and compliance with the contract. If we
fail to perform according to the requirements in the contract, our customers would be entitled to
guaranteed compensation for any monetary loss up to the amount of the performance bond.

When arranging with banks for the issuance of performance bonds in favour of our
customers, we are normally required to place a pledged deposit with the banks. The amount of
pledged deposit shall be the same as the amount of the performance bond unless we purchase a
bond insurance from insurance companies.

We would take out performance bonds only if it is required by our customer in accordance
with the contract terms. During the Track Record Period, we had taken out performance bonds in
two projects. In one of the projects, we placed a pledged deposit with a bank, the amount of which
is the same as the amount of the performance bond. In the other project, we purchased a bond
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insurance and were required to pay up only 20% of the amount of the performance bond to the
insurance company in order for the insurance company to issue the performance bond in favour of
our customers.

As at 31 March 2014, 2015 and 2016, the aggregate amount paid up to the relevant bank and
insurance company for the performance bonds amounted to nil, approximately HK$2.8 million and
approximately HK$0.9 million (for bond values of nil, HK$2.8 million and HK$4.3 million)
respectively.

During the Track Record Period and up to the Latest Practicable Date, no performance bonds
had been called by our customers by reason of non-performance of any of the contracts undertaken
by us.

Liquidated damages

Some of our contracts include a liquidated damages clause to protect our customers against
any late completion of works. We may be liable to pay liquidated damages to our customers if we
are unable to meet the time schedules specified in the contracts and/or extended time granted by
the customers. Liquidated damages are typically calculated on the basis of a fixed sum per day
and/or according to certain damages calculating mechanism as stipulated under the contract on a
daily basis. During the Track Record Period and up to the Latest Practicable Date, no liquidated
damages had been claimed by our customers against us.

Defects liability period

Some of our customers may require a defects liability period which usually ranges from 6 to
12 months after our completion of the contract works. During the defects liability period, if any
defects are identified, we will be required to either make good the defects or be responsible for the
rectification cost or damages suffered by our customers.

Top customers

For each of FY2013/14, FY2014/15 and FY2015/16, the percentage of our total revenue
attributable to our largest customer amounted to approximately 70.2%, 69.7% and 51.8% respectively,
while the percentage of our total revenue attributable to our five largest customers combined amounted
to 100%, approximately 97.2% and approximately 95.1% respectively.
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Set out below is a breakdown of our revenue by major customers during the Track Record Period

and their respective background information:

FY2013/14
Year(s) of
business  Typical credit terms and
Rank Customer Principal business activities relationship ~ payment method
1 Customer Subsidiaries/fellow subsidiaries/related 7 30 to 60 days; by cheque
Henderson companies of Henderson Land
(Note 1) Development Company Limited (stock
code: 12), the shares of which are listed
on the Main Board of the Stock
Exchange. The principal activities of such
subsidiaries/fellow subsidiaries/related
companies include, among others,
property development and construction
works
2 Chun Wo A subsidiary of China City Construction 20 45 days; by cheque or
Foundations Group Holdings Limited (previously telegraphic transfer
Limited known as Chun Wo Development
Holdings Limited) (stock code: 711), the
shares of which are listed on the Main
Board of the Stock Exchange and the
principal activities of which mainly
include construction works
3 State Engineering A construction contractor in Hong Kong 3 30 days; by cheque
Limited
4 Wecon A construction contractor in 2 60 days; by cheque

Construction & Hong Kong
Engineering
Limited

5 Fat Cheong (Hong A construction contractor in 2 14 to 30 days; by cheque
Kong) Hong Kong
Construction
Company
Limited

Five largest customers combined

Total revenue
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Revenue derived from

the customer

HK$°000

53,051

15,842

5,560

795

300

75,548

75,548

%

70.2

14

1.1

0.4

100.0

100.0



BUSINESS

FY2014/15

Rank Customer

1 Customer

Henderson

(Note 1)

2 Chinese

International

School

3 Sanfield

(Management)

Limited

Year(s) of Typical credit

business terms and Revenue derived

HK$°000

Subsidiaries/fellow subsidiaries/related companies 7 30 to 60 days; by 116,079

of Henderson Land Development Company cheque
Limited (stock code: 12), the shares of which

are listed on the Main Board of the Stock

Exchange. The principal activities of such

subsidiaries/fellow subsidiaries/related

companies include, among others, property

development and construction works

A private international school in Hong Kong 1 28 days; by 21,131

cheque

A subsidiary of Sun Hung Kai Properties Limited 14 17-33 days; 14,308

(stock code: 16), the shares of which are listed by remittance
on the Main Board of the Stock Exchange and

the principal activities of which mainly include

development of and investment in properties

for sale and rent

4 State Engineering A construction contractor in 3 30 days; by 8,079

Limited

5 Chun Wo-CRGL-

MBEC JV

Hong Kong cheque

Joint venture of Chun Wo Foundations Limited, 1 30 days; by 2,232

China Railway Group Limited (“CRGL”) and cheque
China Major Bridge Engineering Company
Limited (“MBEC”). The principal business of
the joint venture is undertaking a project
awarded by the Government for the Central-
Wan Chai Bypass Tunnel (North Point Section)
and Island Eastern Corridor Link. Chun Wo
Foundations Limited is a subsidiary of China
City Construction Group Holdings Limited
(previously known as Chun Wo Development
Holdings Limited) (stock code: 711), the
shares of which are listed on the Main Board
of the Stock Exchange. MBEC is a subsidiary
of CRGL. The shares of CRGL (stock code:
390) are listed on the Main Board of the Stock
Exchange.

Five largest customers combined 161,829

All other customers 4,681

Total revenue 166,510
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Principal business activities relationship  payment method from the customer

%

69.7

12.7

8.6

4.9

97.2

2.8

100.0
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FY2015/16
Year(s) of
business  Typical credit terms and Revenue derived from
Rank Customer Principal business activities relationship ~ payment method the customer
HK$’000 %
1 Customer Subsidiaries/fellow subsidiaries/related 7 30 to 60 days; by cheque 99,539 51.8
Henderson companies of Henderson Land
(Note 1) Development Company Limited (stock
code: 12), the shares of which are listed
on the Main Board of the Stock
Exchange. The principal activities of such
subsidiaries/fellow subsidiaries/related
companies include, among others,
property development and construction
works
2 K.H. Foundations A subsidiary of K.H. Group Holdings Limited 16 30 days; by cheque 30,471 15.9
Limited (stock code: 1557), the shares of which
are listed on the Main Board of the Stock
Exchange and the principal activities of
which mainly include construction works
3 Sanfield A subsidiary of Sun Hung Kai Properties 14 17-33 days; 23,693 12.3
(Management) Limited (stock code: 16), the shares of by remittance
Limited which are listed on the Main Board of the
Stock Exchange and the principal
activities of which mainly include
development of and investment in
properties for sale and rent
4 The Hong Kong A statutory body providing horse racing, <1 30 days; by cheque 17,851 9.3
Jockey Club sporting and betting entertainment in
Hong Kong
5 Chun Wo A subsidiary of China City Construction 20 45 days; by cheque or 11,131 5.8
Foundations Group Holdings Limited (previously telegraphic transfer
Limited known as Chun Wo Development
Holdings Limited) (stock code: 711), the
shares of which are listed on the Main
Board of the Stock Exchange and the
principal activities of which mainly
include construction works
Five largest customers combined 182,685 95.1
All other customers 9,469 4.9
Total revenue 192,154 100.0
Notes:
1. Customer Henderson was one of our top suppliers for FY2014/15 as a result of the contra charge arrangement with

Customer Henderson. For further details, please refer to the paragraph headed “Customers who were also our
suppliers — Contra charge arrangement with our customers” in this section.
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None of our Directors, their close associates, or any Shareholders who owned more than 5% of the
number of issued shares of our Company as at the Latest Practicable Date had any interest in any of the
five largest customers of our Group during the Track Record Period.

Customer concentration

For each of FY2013/14, FY2014/15 and FY2015/16, the percentage of our total revenue
attributable to our five largest customers combined amounted to 100%, approximately 97.2% and
approximately 95.1% respectively. The percentage of our total revenue attributable to our largest
customer amounted to approximately 70.2%, 69.7% and 51.8% respectively for the same periods. Our
Directors consider, as supported by the Ipsos Report, that such customer concentration is not uncommon
for construction companies in Hong Kong, and that our Group’s business model is sustainable despite
such customer concentration due to the following factors:

(i)  Except for Customer Henderson (which remained as our top customer for each of FY2013/14,
FY2014/15 and FY2015/16 in terms of revenue contribution as further discussed in the
paragraph headed “Our relationship with Customer Henderson” below), the ranking and
combination of our top five customers for each of the three financial years during the Track
Record Period were substantially different. This suggests that we did not place undue reliance
on any particular one of them throughout the Track Record Period for revenue generation.

(ii)) We experienced a strong demand for our services from a wide range of customers during the
Track Record Period as evidenced by the number of invitations for fee quotation and tender
that we received from customers during the Track Record Period. In addition, we had also
turned down some of our customers’ requests for quotations and engagements during the
Track Record Period having regard to our available resources from time to time.

(iii)) Some of our major customers (including Customer Henderson, Chun Wo Foundations
Limited, Sanfield (Management) Limited and K.H. Foundations Limited) had long-standing
business relationship with us for over 7 years and we would therefore try to accommodate
their demands for our services as far as our resources allowed instead of turning down their
requests, resulting in them being our top customers.

(iv) It is not uncommon for a single project to have a relatively large contract sum such that a
small number of projects can contribute to a substantial amount of our revenue. Therefore, if
we decide to undertake a certain project with large contract sum, the relevant customer may
easily become our largest customers in terms of revenue contribution to us.

(v)  Our business relationship with major customers, industry experience of the management and
our proven track record as a quality contractor in handling foundation works are also
beneficial to our major customers to ensure their projects are executed on time and in
accordance with their requirements.

(vi) In respect of Customer Henderson, during the Track Record Period, we have reduced our
reliance on Customer Henderson while at the same time we were able to grow our business
as evidenced by the increase in our revenue and gross profit during the Track Record Period.
There has been a decreasing trend in the percentage of revenue derived from Customer
Henderson to our total revenue, from approximately 70.2% for FY2013/14 to approximately
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69.7% for FY2014/15, and further to approximately 51.8% for FY2015/16. There has also
been a decreasing trend in the number of projects awarded by Customer Henderson to us,
from 7 during FY2013/14 to 4 during FY2014/15, and further to 3 during FY2015/16. We
plan to further develop our client base and mitigate the risk of reliance on Customer
Henderson. Please also refer to the paragraph headed ‘“Our relationship with Customer
Henderson” below for further details.

(vii) During the Track Record Period, we have enlarged our client base by acting as a main
contractor in various projects. During the Track Record Period, in addition to having
obtained projects from property developers and construction contractors, we were also
awarded projects from a private international school (i.e. Chinese International School) and a
statutory body (i.e. The Hong Kong Jockey Club). Please refer to the paragraph headed “Top
customers” above for further details. Our Directors believe that by acting as a main
contractor, our corporate profile and recognition and our brand image will also be enhanced.
Our Directors will continue to seek opportunities to act as a main contractor in the future.

We plan to further develop our client base and reduce the reliance on our major customers. As
such, one of our business strategies is to increase our marketing effort. Please refer to the paragraph
headed “Business Strategies — Increasing our marketing effort” in this section for further details.

Our relationship with Customer Henderson

Customer Henderson refers to a number of companies collectively which are subsidiaries/fellow
subsidiaries/related companies of Henderson Land Development Company Limited (stock code: 12)
(“Henderson Land”), the shares of which are listed on the Main Board of the Stock Exchange.
According to the latest annual report of Henderson Land, the principal activities of its subsidiaries
include property development and investment, construction, infrastructure, hotel operation, finance,
department store operation, project management, investment holding and property management. As at
the Latest Practicable Date, the market capitalization of Henderson Land was above HK$140 billion.
The shares of Henderson Land are also included as one of the constituents of the Hang Seng Index as at
the Latest Practicable Date.

The principal activities of the companies which are collectively referred to as Customer Henderson
include construction and property development.

Our Directors consider that the significant revenue contribution from Customer Henderson to our
Group was caused by a combination of the following key factors:

(i) We have long-standing business relationship with Customer Henderson since our first
contract started in 2008. Due to such long-standing relationship, we have therefore been
inclined to accommodate their demands for our services as far as our resources allowed
instead of turning down their requests.

(i) Henderson Land (together with its subsidiaries) is a prominent and active property developer

in Hong Kong. According to the latest annual report of Henderson Land, it has a considerable
number of ongoing property development projects and a substantial land bank. Our Directors

- 120 -



BUSINESS

consider that a prominent and active property developer in Hong Kong would normally have
substantial demands for foundation works services from contractors which are capable of
providing reliable and quality services and with which it has long-standing relationship.

(iii) The demand for our foundation works services from Customer Henderson remained at a
relatively high level during the Track Record Period. During each of FY2013/14, FY2014/15
and FY2015/16, we received, respectively, 24, 16 and 15 invitations for tender and
quotations from Customer Henderson. Among such invitations, we responded to and
submitted tenders and quotations in respect of 23, 16 and 12 of such invitations respectively,
for which 7, 4 and 3 contracts were awarded to us, with corresponding contract sum of
approximately HK$132.1 million, HK$67.9 million and HK$145.8 million respectively.

Our Directors are aware of the risk of customer concentration. In this connection, we have, on the
one hand, continued to provide services to and maintain good relationship with Customer Henderson,
and, on the other hand, sought to reduce our reliance on Customer Henderson by undertaking more
sizeable projects for other customers. The percentage of revenue derived from Customer Henderson to
our total revenue decreased from approximately 70.2% for FY2013/14 to approximately 69.7% for
FY2014/15, and further decreased to approximately 51.8% for FY2015/16.

Customers who were also our suppliers
1. Contra charge arrangement with our customers

As confirmed by our Directors, it is common in the industry that a main contractor may pay on
behalf of its subcontractors for certain expenses for a project. Such expenses are typically deducted from
its payments to the relevant subcontractors in settling its service fees for the project. Such payment
arrangement is referred to as “contra charge arrangement” and the amounts involved are referred to as
the “contra charge”.

During the Track Record Period, we had contra charge arrangement with some of our customers.
In this context, we regard such customers as our suppliers as well. Such contra charge generally
included purchase cost of construction materials and other miscellaneous expenses such as the cost of
handling waste disposal. Upon our request, or at the discretion of our customers, our customers may
purchase construction materials such as concrete or pay miscellaneous expenses on our behalf, where we
settled such amounts with our customers through contra-charge arrangement. Effectively, the payments
due to us from our customers will be settled after netting off such contra charge amounts. For each of
FY2013/14, FY2014/15 and FY2015/16, our contra charge incurred amounted to approximately HK$2.1
million, HK$16.2 million and HK$5.8 million respectively, representing approximately 4.0%, 13.0% and
4.0% of our total direct costs for the same period respectively. During the Track Record Period, as
confirmed by our Directors, we had no material dispute with our customers as regards the contra charge
arrangement and the contra cha