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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Number of Offer Shares 200,000,000 Shares
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Number of Placing Shares : 180,000,000 Shares (subject to re-allocation)

Offer Price : Not more than HK$0.62 per Offer Share and
expected to be not less than HK$0.38 per Offer
Share plus 1% brokerage, 0.0027% SFC
transaction levy and 0.005% Stock Exchange
trading fee (payable in full on application and
subject to refund)
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents delivered to the Registrar
of Companies in Hong Kong” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as
required by section 38D of the CWUMPO. The Securities and Futures Commission of Hong Kong 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 fixed by agreement between Emperor Securities (for itself and on behalf of the Underwriters) and our
Company on the Price Determination Date. The Offer Price will not be more than HK$0.62 per Offer Share and will not be less than
HK$0.38 per Offer Share. Applicants for Public Offer Shares are required to pay, on application, the maximum Offer Price of HK$0.62 for
each Public Offer Share together with 1% brokerage, 0.005% Stock Exchange trading fee and 0.0027% SFC transaction levy, subject to
refund if the Offer Price as finally determined is less than HK$0.62 per Offer Share.

If, for any reason, the final Offer Price is not agreed upon between Emperor Securities (for itself and on behalf of the Underwriters) and
our Company by Tuesday, 23 January 2018, the Share Offer will not proceed and will lapse immediately.

Prior to making an investment decision, prospective investors should read the entire document carefully and, in particular, should consider
carefully all of the information set out in this prospectus, including the risk factors set out in the section headed “Risk Factors” in this
prospectus.

Pursuant to the provisions of the Underwriting Agreement, Emperor Securities (for itself and on behalf of the Underwriters) has
the right, in certain circumstances, to terminate the obligations of the Underwriters by notice in writing to our Company at any
time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Such events include, but without limitation to, acts of God, war, riot,
public disorder, civil commotion, economic sanctions, fire, flood, explosion, epidemic, terrorism, strike or lockout involving Hong
Kong, the PRC or any other jurisdiction. It is important that you refer to the section headed ‘“Underwriting” in this prospectus for
further details.

An announcement will be published on the website of the Stock Exchange at www.hkexnews.hk and our Company’s website at
www.ulferts.com.hk if there is any change to the expected timetable.

16 January 2018



EXPECTED TIMETABLE

2018 (Note 1)

Latest time for lodging PINK application forms ....................... 4:00 p.m. on
Thursday, 18 January

Latest time to complete electronic applications under
HK eIPO White Form service through the
designated website www.hkeipo.hk (Note 3) . ...... ... ... ... ... .... 11:30 a.m. on
Friday, 19 January

Application lists of the Public Offer open (Note 2) ... ................. 11:45 a.m. on
Friday, 19 January

Latest time to:

complete payment of HK eIPO White Form
application by effecting internet banking transfer(s) or
PPS payment transfer(s) ................. . . . ... ... 12:00 noon on
Friday, 19 January

lodge WHITE and YELLOW application forms . ................ 12:00 noon on
Friday, 19 January

give electronic application instructions
to HKSCC (Note 4) . . ... . e e e i 12:00 noon on
Friday, 19 January

Application lists of the Public Offer close (Note 2) .. ......... ... ... ... 12:00 noon on
Friday, 19 January

Expected Price Determination Date (Note 5) .. ........ ... ... .... Monday, 22 January

Announcement of the final Offer Price, the level of
the indication of interests in the Placing, the level of
application of the Public Offer and the Employee
Preferential Offering, and the basis of allotment of
Public Offer Shares and the Employee Preferential Offering,
to be published on the website of the Stock Exchange at
www.hkexnews.hk and our Company’s website at
www.ulferts.com.hk ... oo Friday, 26 January

Announcement of results of allocations in the Public Offer and
the Employee Preferential Offering (with successful
applicants’ identification document numbers, where applicable)
to be available through a variety of channels as described
under the paragraph headed “Publication of results” in
the section headed “How to apply for Public Offer Shares
and Employee Reserved Shares” in this prospectus ............... Friday, 26 January

Results of allocations in the Public Offer will be available
at www.tricor.com.hk/ipo/result with a “search by
ID Number/ Business Registration Number”
function from ... ... Friday, 26 January
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Despatch/collection of share certificates in respect of wholly or
partially successful applicants pursuant to the Public Offer and
the Employee Preferential Offering on or before (Note 7) .......... Friday, 26 January

Despatch/collection of refund cheques in respect of
wholly successful (if applicable) or wholly or
partially unsuccessful applications (Note 7) . .................... Friday, 26 January

Dealings in the Shares on the Main Board of
the Stock Exchange expected to commence on . ................ Monday, 29 January

Notes:

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

(2)  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 Friday, 19 January 2018, the application
lists will not open on that day. Further information is set out in the paragraph headed “Effect of bad
weather on the opening of the application lists” under the section headed “How to Apply for Public Offer
Shares and Employee Reserved Shares” in this prospectus.

(3) Applicants will not be permitted to submit application to the HK eIPO White Form Service Provider
through the designated website at www.hkeipo.hk after 11:30 a.m. on the last day for submitting
applications. If applicants have already submitted their application and obtained an application reference
number from the designated website prior to 11:30 a.m., they will be permitted to continue the application
process (by completing payment of application monies) until 12:00 noon on the last day for submitting
applications, when the application lists close.

(4)  Applicants who apply by giving electronic application instructions to HKSCC should refer to the
paragraph headed “How to Apply for Public Offer Shares and Employee Reserved Shares — Applying by
giving electronic application instructions to HKSCC” in this prospectus.

(5)  The Price Determination Date is expected to be on or around Monday, 22 January 2018. If, for any reason,
our Company and Emperor Securities (for itself and on behalf of the Underwriters) are unable to reach
agreement on the Offer Price on or before Tuesday, 23 January 2018, the Share Offer will not proceed and
will lapse.

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

(7)  Share certificates for the Offer Shares are expected to be issued on Friday, 26 January 2018 but will
only become valid certificates of title of the Shares to which they relate provided that the Share Offer
has become unconditional in all respects and the Underwriting Agreement has not been terminated in
accordance with its terms at any time prior to 8:00 a.m. on the Listing Date. Investors who trade the
Shares on the basis of publicly available allocation details prior to the receipt of share certificates or
prior to the share certificates becoming valid certificates of title do so entirely at their own risk.

Applicants who have applied on WHITE application forms or through HK eIPO White Form service for
1,000,000 Public Offer Shares or more may collect their Share certificates and/or refund cheques (if any) in
person. In order to do so, applicants must tick the appropriate box on their WHITE application forms and
provide the particulars specified in that form. These applicants may collect their Share certificates and
refund cheques (if any) from the Share Registrar, Tricor Secretaries Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong, between 9:00 a.m. and 1:00 p.m. on Friday, 26 January 2018.
Applicants being individuals who opt for personal collection must not authorise any other persons to make
their collection on their behalf. Applicants being corporations who opt for personal collection must attend
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EXPECTED TIMETABLE

by their authorised representatives bearing letters of authorisation from their corporations duly stamped with
the corporations’ chops. Both individuals and authorised representatives of corporations (where applicable)
must produce, at the time of collection, evidence of identity acceptable to the Share Registrar.

Applicants who have applied on YELLOW application forms for 1,000,000 Public Offer Shares or more
may collect their refund cheques (if any) in person but may not elect to collect their Share certificates,
which will be deposited into CCASS for credit to their designated CCASS participants’ stock accounts or
investor participants’ stock accounts, as appropriate. The procedures for collection of refund cheques for
YELLOW application form applicants are the same as those for WHITE application form applicants as set
out above.

Refund cheques or refund e-Auto payment instructions will be issued in respect of wholly or partially
unsuccessful applications pursuant to the Public Offer and also in respect of successful applications in the
event that the 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 “How to Apply for Public Offer Shares and Employee Reserved Shares” in
this prospectus.

Uncollected Share certificates (if any) and/or refund cheques (if any) will be despatched by ordinary post at
the applicants’ own risk to the addresses specified in the relevant Application Forms promptly after the
expiry of the time for their collection. Please refer to the paragraph headed “Despatch/collection of Share
Certificates and Refund Cheques” under the section headed “How to Apply for Public Offer Shares and
Employee Reserved Shares” in this prospectus for further details.

You should read carefully the sections headed “Underwriting”, “How to Apply for
Public Offer Shares and Employee Reserved Shares” and “Structure and Conditions of
the Share Offer” in this prospectus for additional information regarding the Public
Offer, including the conditions to the Public Offer, how to apply for the Public Offer
Shares and the Employee Reserved Shares, the expected timetable, the effects of bad
weather and the despatch of share certificates and the refund of application monies.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus and should be read in conjunction with the full text of this prospectus. As this
is a summary, it does not contain all the information that may be important to you and is
qualified in its entirety by, and should be read in conjunction with, the full text of this
prospectus. You should read the whole prospectus including the Appendices hereto, which
constitute an integral part of this prospectus, before you decide to invest in the Offer
Shares.

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

BUSINESS OVERVIEW

Our Group is principally engaged in retailing of furniture in Hong Kong under the
trade name “Ulferts”. We have a history of more than 40 years and are one of the
domestically well-known retailers of contemporary style furniture targeting the middle to
high income customers group. We have registered the trademark “Ulferts” with the Trade
Mark Registry in Hong Kong since 1990. In September 2014, we acquired “Eurodecor”,
which has a shop focused on retail of Italian custom-made quality furniture.

We also have our self-owned brand of “Ulfenbo” products, including mattresses, sofas,
sofabeds, adjustable beds and other ancillary bedroom items. For more than 25 years the
“Ulfenbo” mattresses and then sofas have been mainly sold through a wide network of
dealers in Hong Kong under our wholesale arm. Since May 2014, we also retail them in our
“Dormire” stores, in department store counters and roadshows we held from time to time.
Besides, we have the Special Projects division which takes on furniture related projects
primarily for corporate customers.

Retail of Furniture under “Ulferts” and “Eurodecor” stores

As at the Latest Practicable Date, we have in operation six retail stores under our trade
name “Ulferts” and one retail shop under the “Eurodecor” brand for retail of furniture. In
the first quarter of 2017, we launched online shopping in our “Ulferts” website.

Retail sales is the most important income stream of our Group. For each of the
financial years ended 31 March 2015, 2016 and 2017 and the five months ended 31 August
2017 (a) the revenue attributable to our retail business amounted to approximately
HK$159,703,000, HK$190,475,000, HK$207,859,000 and HK$85,231,000 respectively and
accounted for approximately 88.1%, 90.7%, 92.6% and 91.8% of our Group’s total revenue
respectively; and (b) the gross profit attributable to our retail business amounted to
approximately HK$100,385,000, HK$126,718,000, HK$136,370,000 and HK$55,454,000
respectively with a gross profit margin of approximately 62.9%, 66.5%, 65.6% and 65.1%
respectively.
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We source our furniture products from different furniture suppliers in Europe and Asia
(including the PRC) based on various factors including design of the furniture, market
trends, cost and demands anticipated by our management and procurement team as well as
specific customer orders. Our procurement team attends various international trade
exhibitions and fairs regularly to source new products, meet up with our existing suppliers
as well as look for potential new suppliers. During the Track Record Period, we carried over
50 furniture brands in our Ulferts and Eurodecor stores, some of which are international
brands such as Domicil, Himolla, Gamma, Kristalia and Nicolettihome.

“Ulfenbo” Products and “Dormire” stores

Our Group launched mattresses under the brand “Ulfenbo” more than 25 years ago.
These mattresses are classified into different series and as at the Latest Practicable Date, we
offer up to thirteen models in various sizes with varying hardness to meet the different
demands in the market. In addition to the “Ulfenbo” mattresses, we launched “Ulfenbo”
sofas in 2008 and then we introduced sofabed and adjustable bed in 2009 and 2014
respectively. We also offer ancillary items such as pillows, mattress protectors and mattress
toppers under this brand since 2015 and 2016 respectively. We outsource the production of
“Ulfenbo” products to Independent Third Party manufacturers, which during the Track
Record Period, included over 10 manufacturers in Asia (including the PRC).

We have 7 specialty stores under the name of “Dormire” for retail of “Ulfenbo”
products. Some models of “Ulfenbo” mattresses and sofas are sold through a wide network
of dealers in Hong Kong under our wholesale arm. During the Track Record Period, we also
have counters at department stores and held roadshow sales for “Ulfenbo” products from
time to time at various department stores and shopping malls. In the last quarter of 2016, we
commenced online sales through our own “Ulfenbo” website and through HKTV mall.

Special Projects

In addition to and as complementary business to our retailing and wholesale business,
we expanded into Special Projects in 2003 by providing services from planning, design,
procuring custom-made furniture to final installation mainly for corporate customers, as well
as consultation and liaison services with furniture manufacturers. During the Track Record
Period, business under Special Projects included those for show flats and hotels, coffee-shop
chain, educational institutions and furniture procurement consultancy service in relation to
projects in the PRC.

Revenue, Gross Profit Margin and Costs of Sales
The following table sets out a breakdown of our Group’s revenue and gross profit

margin derived from each of the “Ulferts”, “Dormire”/“Ulfenbo” and “Eurodecor” brand
under the retail, wholesale and Special Projects business over the Track Record Period:
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Year ended 31 March

Five months ended 31 August

2015 2016 2017 2017

Gross Gross Gross Gross
profit profit profit profit
% of margin % of  margin % of  margin % of  margin
Revenue total % Revenue total % Revenue total % Revenue total %

HK$’000 HK$°000 HK$°000 HK$°000

Retail

- Ulferts 151,199 83.4 62.8 168,255 80.1 66.9 182,121 81.2 65.8 73,608 79.3 65.1
- Dormire/Ulfenbo 5,177 29 62.6 14,068 6.7 63.7 17,628 7.8 62.9 9,471 10.2 64.5
- Eurodecor 3,327 1.8 66.9 8,152 39 64.7 8,110 3.6 66.6 2,152 23 65.9
Subtotal 159,703 88.1 62.9 190475 90.7 66.5 207,859 92.6 65.6 85,231 91.8 65.1
Wholesale (Ulfenbo) 14,586 8.0 49.2 13,750 6.5 51.3 13,138 5.9 51.2 5,115 5.5 53.9
Special Projects 7,058 39 33.7 5,845 2.8 31.0 3,334 1.5 66.1 2,504 2.7 44.3
Total 181,347 100.0 60.6 210,070 100.0 64.5 224,331 100.0 64.8 92,850 100.0 63.9

The following table sets out the breakdown of
Track Record Period:

Year ended 31 March

cost of sales by components for the

Five months
ended 31 August

2015 2016 2017 2017

% of % of % of % of

HK$’000 total HK$’000 total HK$ 000 total HK$’000 total

Cost of inventories sold 71,464 100.1 74,049 99.4 78,904 99.8 33,482 99.9
Reversal of write-down of

inventories to net

realisable value (175) 0.3) (63) (0.1) (169) 0.2) - -
Write-down of inventories

to net realisable value 126 0.2 505 0.7 292 0.4 47 0.1

Total 71,415 100.0 74,491 100.0 79,027 100.0 33,529 100.0

The following table sets out the revenue, sales volume and
each of our major products during the Track Record Period:

Year ended 31 March

average selling price of

Five months ended 31 August

2015 2016 2017 2017
Average Average Average Average
selling selling selling selling
Sales price Sales price Sales price Sales price
Revenue  Volume (Note /) Revenue Volume (Note I) Revenue Volume (Note /) Revenue Volume (Note 1)
HKS$’000 unit HK$ HKS$’ 000 unit HKS HKS$ 000 unit HK$ HK$'000 unit HKS$
Sofa 101,356 6,198 16,353 116,047 6,739 17,220 132,269 1475 17,695 53,491 3,079 17,373
Dining table 19,402 1,243 15,609 21,589 1,047 20,620 21,542 1,065 20,227 7,675 349 21,991
Mattress 16,454 16,470 999 19,000 17,445 1,089 20,524 16,986 1,208 10,657 7,216 1,477
Dining chair & bar stool 16,609 5,363 3,097 17,347 4,653 3,728 15,886 4,109 3,866 7,305 2,195 3,328
Coffee table & corner

table 9,735 1,039 9,370 13,532 952 14,214 12,963 1,071 12,104 5,048 385 13,112

Note 1: Based on the total revenue attributed to the sales of each product and the total number of units sold.
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Rental Expenses

Rental expense is one of the major costs in our business operations. For the financial
years ended 31 March 2015, 2016 and 2017 and the five months ended 31 August 2017,
total rent, licence fees, rates and building management fees of our retail stores, department
store counters, roadshow venues and warehouse amounted to approximately HK$29.1
million, HK$40.5 million, HK$46.4 million and HK$23.8 million, representing
approximately 44.8%, 44.9%, 48.4% and 50.0% of the selling and distribution expenses of
our Group for the financial years ended 31 March 2015, 2016 and 2017 and the five months
ended 31 August 2017, respectively.

Retail Stores

The following table sets out the movements in the number of our Group’s retail stores
and specialty stores during the Track Record Period and up to the Latest Practicable Date:

Asat1
April For the year ended 31 March From 1 April 2017 to
2014 2015 2016 2017 Latest Practicable Date

Opened/
Total acquired Closed Total Opened Closed Total Opened Closed Total Opened Closed Total

“Ulferts” retail

store 4 1 1 4 3 - 7 - 1 6 | 1 6
“Dormire” retail

store - 1 - 1 2 1 2 2 - 5 3 - 7
“Eurodecor”

retail store - 1 - 1 - - 1 - - 1 - - 1

SUPPLIERS AND CUSTOMERS
Suppliers

We purchase our products from suppliers in Europe and Asia (including the PRC). For
each of the financial years ended 31 March 2015, 2016 and 2017 and the five months ended
31 August 2017, our top five suppliers accounted for approximately 38.6%, 40.9%, 38.9%
and 37.4% and the largest supplier accounted for approximately 12.7%, 14.7%, 12.4% and
11.6% of our total purchases respectively. We are not bound by any long term or exclusivity
agreement with any of our suppliers.

Customers

The customers of our Group are mostly individuals of the public in Hong Kong under
our retail sales. Dealers of our Ulfenbo products are mainly furniture shops and interior
design companies whilst our customers engaging us for Special Projects are corporations.
For the financial years ended 31 March 2015, 2016 and 2017 and the five months ended 31
August 2017, our top five customers under our wholesale and Special Projects businesses
consist of dealers of Ulfenbo mattresses and sofas and corporate customers engaging us for
Special Project services, and they accounted for approximately 6.5%, 5.1%, 3.6% and 4.5%
of our total sales respectively. The largest customer under our wholesale and Special
Projects businesses accounted for approximately 3.1%, 2.4%, 1.7% and 2.4% of our total
sales for the financial years ended 31 March 2015, 2016 and 2017 and the five months
ended 31 August 2017 respectively. For the financial years ended 31 March 2015, 2016 and
2017 and the five months ended 31 August 2017, approximately 3.4%, 3.1%, 1.2% and 2.6%
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of our total sales respectively were sales to connected persons. For details please refer to the
sections headed “Business — Suppliers and Customers — Customers” and “Connected
Transactions” of this prospectus.

COMPETITION AND COMPETITIVE STRENGTHS
Competition

The furniture retailing industry in Hong Kong is fragmented and unstructured. The
entry barrier to the industry is relatively low as there is no specific legislation regulating the
operation of furniture retail stores in Hong Kong and substantial capital investment is not
required. The industry is therefore highly competitive with numerous market participants
with business operated in various scales including large scale chain stores and some retail
stores offering products other than furniture. Such competitions may adversely affect the
sales performance and profitability of our Group when we are unable to differentiate
ourselves whether in terms of product quality, design, brands or in other ways such as
comprehensive after-sales services.

The following table sets forth the market share of the top 3 players and the Group in
home furnishing (category includes mattresses, sofa sets and dining furniture etc.) sold

between 2014 and 2016:

Retail Sales Value (%)

Home Furnishing 2014 2015 2016
Company A (Note 1) 10.8% 10.7% 10.7%
Company B (Note 1) 9.9% 9.9% 10.0%
Company C (Note 1) 5.3% 5.3% 5.5%
The Group (Note 2) 1.4% 1.6% 1.7%

Note 1: Figures extracted from the Euromonitor Report.

Note 2: The calculation for years 2014, 2015 and 2016 is based on the Group’s revenue derived from the
sales of indoor home furnishing (including mattresses, sofa sets and dining furniture etc. and sales
through wholesale dealers) in Hong Kong for the three years ended 31 March 2015, 2016 and
2017 respectively.

For details of the Group’s market share in Hong Kong, please refer to the section
headed “Industry and Regulatory Overview — The Group’s Market Share in Hong Kong”.

Competitive Strengths — Highlights

Our Directors believe our competitive strengths include: (i) our Group has been a
retailer of contemporary style imported furniture in Hong Kong for over 40 years and has
strong brand recognition in Hong Kong; (ii) we have a strong management team that
possesses extensive management skills, operating experience and solid industry knowledge
and expertise; (iii) our “Ulferts” retail stores are all conveniently located in mature markets
of our target customer base of the mid to high income group; (iv) we are able to provide
patrons of our retail stores with a pleasurable shopping experience with the expansive space
of our “Ulferts” stores enabling us to display a wide spectrum of products, tailor-designed
ambience, setting and placement of the furniture in our “Ulferts” stores and trained
salespersons in the stores; and (v) our sizeable warehouse in Hong Kong allows us to stock
up on the products on offer and customer will be able to receive delivery of the products
within a short time of their purchase.
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Business Strategies

We intend to adopt the following business strategies: (i) expand mid-range customer
segment by launching of the new concept under “@Home” brand or new brand retail stores
offering smaller and more compact furniture than those offered in our “Ulferts” stores and
“Eurodecor” store; (ii) enhance “Ulfenbo” sales channels and brand awareness by opening
three to five additional “Dormire” specialty stores and undertaking brand building campaigns
for “Ulfenbo” products and “Dormire” stores; (iii) upgrade our Group’s information
technology system, including the existing ERP and CRM systems and enhance our
accounting system to interface with our ERP system; (iv) continuously explore market
potentials and may open one more “Ulferts” store to further strengthen the presence of the
retail chain or acquire businesses with synergy effect; (v) reinforce our brand recognition by
conducting marketing and promotional activities to enhance our brand image and promote
our products; and (vi) recruit and retain talented employees across all aspects of our
business and to continue to provide training to our employees.

RISK FACTORS

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

A few of the more significant risks related to our business include: (i) our business
may be affected by increase in rental expenses or the termination of leases of our retail
stores; (ii) our business may be adversely affected if we are unable to sustain our goodwill
or promote and further strengthen our name; (iii) our performance depends significantly on
the economic and market conditions in Hong Kong and may be adversely affected in the
event of any unfavourable change in the Hong Kong economy, adverse change of condition
of the property market, reduced consumer confidence or factors affecting consumer
spending; and (iv) our business may be adversely affected by the closure of the Hunghom
“Ulferts” retail store.

DIVIDENDS AND REASONS FOR THE LISTING

Our Group declared dividends of approximately HK$33.0 million and HK$4.9 million
for the years ended 31 March 2015 and 2016 respectively, all of which were funded by our
operating cash flows and have been settled on 31 December 2014 and 28 February 2015 and
30 June 2015 respectively. Our Group has declared and paid dividends of HK$72.0 million
to our shareholder, Ulferts Holdings, subsequent to the Track Record Period, which payment
was funded by utilisation of existing banking facilities to the extent of approximately
HK$35.0 million and the cash balance of approximately HK$37.0 million from our internal
resources. Following payment of the said dividend of approximately HK$72.0 million, our
Group do not have sufficient internal resources to implement the expansion plan as set out
in the section headed “Business — Our Business Strategies” of this prospectus. Please refer
to the section headed “Future Plans and Use of Proceeds” in this prospectus for detailed
reasons for the Listing.

Our Company currently does not have a fixed dividend policy and may distribute
dividends by way of cash or by other means that our Directors consider appropriate. The
Directors may or may not recommend/declare a payment of dividend in future after taking
into account various relevant factors including but not limited to the financial condition,
capital requirement and earning of our Group, and subject to the Articles.
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SUMMARY OF CONSOLIDATED FINANCIAL INFORMATION

We set forth below the extracts from the consolidated financial information of our
Group during the Track Record Period. The financial information of our Group contained
herein and in the Accountants’ Report in Appendix I to this prospectus has been prepared in
accordance with HKFRSs. This summary should be read in conjunction with the
Accountants’ Report of our Group as set out in Appendix I to this prospectus and the
discussion under the section headed “Financial Information” in this prospectus.

Summary of Consolidated Statements of Profits or Loss and Other Comprehensive Income

Five months ended

Year ended 31 March 31 August
2015 2016 2017 2016 2017
HK$’000  HK$’000  HK$'000  HK$'000  HK$'000
(Unaudited)

Revenue 181,347 210,070 224,331 78,974 92,850

Cost of sales (71,415) (74,491) (79,027) (27,659) (33,529)

Gross profit 109,932 135,579 145,304 51,315 59,321

Other income and gains 829 835 4,626 725 383

Selling and distribution expenses (64,875) (90,164) (95,955) (38,718) (47,612)

General and administrative expenses (17,675) (19,244) (18,402) (6,960) (17,269)

Finance cost (63) 2) (1) - (18)

Profit/(loss) before tax 28,148 27,004 35,572 6,362 (5,195)

Income tax expense (4,860) (4,651) (5,427) (1,088) (646)
Profit/(loss) for the year/period and
total comprehensive income/(loss)

for the year/period 23,288 22,353 30,145 5,274 (5,841)

Financial Performance of the Group during the five months ended 31 August 2017

Our revenue increased by approximately HK$13.9 million, or approximately 17.6%,
from approximately HK$79.0 million for the five months ended 31 August 2016 to
approximately HK$92.9 million for the five months ended 31 August 2017, whereas our cost
of sales increased by approximately 20.9% from approximately HK$27.7 million for the five
months ended 31 August 2016 to approximately HK$33.5 million for the five months ended
31 August 2017. As a result, our gross profit increased by approximately 15.6% from
approximately HK$51.3 million for the five months ended 31 August 2016 to approximately
HK$59.3 million for the five months ended 31 August 2017.

Despite the increase in gross profit, the Company recorded net loss of approximately
HK$5.8 million during the five months ended 31 August 2017, which was primarily due to
(i) the incurrence of listing expenses of approximately HK$9.0 million, (ii) the increase in
rent, rates and building management fees of approximately HK$4.9 million, (iii) the increase
in advertising and promotion expenses of approximately HK$2.0 million, (iv) the increase in
salaries and other employee benefits of approximately HK$2.1 million, and (v) writing off of
leasehold improvement due to closure of the Hunghom store of approximately HK$536,000
as compared to the five months ended 31 August 2016. For details of the financial
performance of the Group during the five months ended 31 August 2017, please refer to the

Ly
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paragraph headed “Discussion and analysis of results of operations” in the section headed
“Financial Information” in this prospectus. If the amount of the listing expenses incurred
were eliminated, the adjusted net profit of the Company would be approximately HK$3.2
million. The Directors would however emphasise that this figure is a non-HKFRS measure.
The amount of sales orders not yet recognised as revenue as at 31 August 2017 amounted to
approximately HK$43.4 million, an increase of approximately HK$7.3 million as compared
to that of approximately HK$36.7 million as at 31 August 2016.

Summary of Consolidated Statements of Financial Position

As at

As at 31 March 31 August

2015 2016 2017 2017

HK$’000 HK$’000 HKS$’000 HK$’000

Non-current assets 22,777 28,310 20,623 27,251
Current assets 45,529 54,328 90,755 119,857
Total assets 68,306 82,638 111,378 147,108
Non-current liabilities 5,510 4,106 1,530 2,660
Current liabilities 35,543 33,778 34,949 75,390
Total liabilities 41,053 37,884 36,479 78,050
Net current assets 9,986 20,550 55,806 44,467
Total equity 27,253 44,754 74,899 69,058

Summary of Consolidated Statement of Cash Flows

Five months ended

Year ended 31 March 31 August
2015 2016 2017 2016 2017
HK$'000  HK$000  HK$'000  HK$'000  HK$'000
(Unaudited)
Net cash flows from operating activities 36,306 21,604 28,901 13,713 7,545
Net cash flows used in investing
activities (8,023) (12,835) (2,517) (1,492) (6,610)
Net cash flows from/(used in) financing
activities (36,758) (2) (1) 957 12,508
Net increase/(decrease) in cash and cash
equivalents (8,475) 8,767 26,383 13,178 13,443
Cash and cash equivalents at beginning
of year/period 13,143 4,668 13,435 13,435 39,818
Cash and cash equivalents at end of
year/period 4,668 13,435 39,818 26,613 53,261

Our Group has transactional currency exposures. Such exposures primarily arise from
costs incurred by us for purchase of products from overseas. Most of our purchases are
denominated and settled in foreign currencies mainly Euro, RMB and US$ but our sales are
in Hong Kong dollars. Both Euro and RMB has been volatile during Track Record Period.
Our Group does not expect any significant movements in the US$/HK$ exchange rate as the
Hong Kong dollar is pegged to the US$ within a narrow band.
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Since February 2015, we no longer hedged against the foreign exchange risk as we
considered that such risk could be covered by our flexible pricing policy. As we price our
products on a cost-plus basis, we take into account the foreign exchange rate fluctuation as
part of the costs of purchase. Management will continue to monitor the movement of foreign
currency rates and in the event that foreign exchange fluctuation cannot be adequately
covered by the pricing of our products, the Board will review the practice and decide
whether hedging would be appropriate to mitigate the foreign exchange risk. For further
details, please refer to the subsection headed “Forward Contracts and Hedging Policy” in the
“Business” section in this prospectus.

LISTING EXPENSES

Listing expenses mainly comprise of legal and other professional fees in connection
with the Listing. Listing expenses are estimated to be approximately HK$18.7 million
(assuming an Offer Price of HK$0.50 per Share, being the mid-point of our indicative Offer
Price range of HK$0.38 to HK$0.62), among which approximately HK$6.9 million relating
to the Share Offer is expected to be recognised as a deduction from equity upon the issuance
of the Offer Shares, approximately HK$9.0 million was charged to profit or loss of the
Group for the five months ended 31 August 2017, and approximately HK$2.8 million is
expected to be reflected in our profit or loss subsequent to the Track Record Period. Our
Group’s financial performance and results of operations for the five months ended 31 August
2017 have been, and that for the year ending 31 March 2018 will be, significantly and
adversely affected by the Listing expenses. Our Directors would like to emphasise that the
aforesaid Listing expenses are the current estimate for reference only and the actual amount
to be recognised is subject to adjustment based on audit and the changes in variables and
assumptions.

LATEST DEVELOPMENT SUBSEQUENT TO TRACK RECORD PERIOD

In early July 2017, we closed the Hunghom “Ulferts” store which has been in operation
for over 40 years. On the other hand, our “Ulferts” flagship store in Kowloon Bay has
commenced business on 7 July 2017 and our Whampoa “Ulferts” store expanded by
approximately 50% in floor area with effect from the end of October 2017. For the five
months ended 30 November 2017, Kowloon Bay “Ulferts” store and Whampoa “Ulferts”
store in aggregate received sales orders of approximately HK$28.5 million, representing an
increase of approximately 11.3% from approximately HK$25.6 million sales orders received
in the Hunghom “Ulferts” store and Whampoa “Ulferts” store for the five months ended 30
November 2016. Except for (a) the summer sales which were launched during June to
August and annual sales which were launched in the second half of October of each year of
the Track Record Period; (b) a premium gift offered to customers of Kowloon Bay “Ulferts”
store who purchased over specific amount; and (c) joint promotion with Asia Miles during
late August/early September to mid-October of both 2016 and 2017, there were no other
special promotions launched by the Group during the five months ended 30 November 2017.
The Directors believe that the new Kowloon Bay “Ulferts” store and the Whampoa “Ulferts”
store have picked up the business of the Hunghom “Ulferts” store after its closure.

Save as disclosed above, our Directors confirm that there has been no other material
change in the financial or trading position or prospects of our Group since 31 August 2017
(being the date to which the latest audited consolidated financial statements of our Group
were made up) and up to the date of this prospectus.

Save for the Listing expenses as mentioned above, the Directors do not expect the
Group’s financial performance and results of operation for the year ending 31 March 2018
will be significantly and adversely affected by other factors.
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MAJOR SHAREHOLDERS

Immediately following completion of the Share Offer, Ulferts Holdings will hold
600,000,000 Shares, representing 75% of all the issued shares of our Company. Ulferts
Holdings is 100% held by AY Holdings which in turn is 100% held by STC International as
trustee for AY Discretionary Trust of which Dr. Albert Yeung is the settlor. Accordingly, Dr.
Albert Yeung is a deemed Controlling Shareholder of the Company. Please refer to the
section headed “Relationship with our Controlling Shareholders” of this prospectus for
details.

USE OF PROCEEDS

The net proceeds from the Share Offer (after deducting underwriting fees and other
estimated related costs payable by us for the purposes of the Share Offer and assuming an
Offer Price of HK$0.5 per Share, being mid-point of the indicative Offer Price range) are
estimated to be approximately HK$81.3 million. Our Group currently intends to apply the
net proceeds as follows:—

% of total
estimated

Amount net proceeds Intended use

(HK$ millions)

30.0 36.9% for paying the capital expenditure, rental deposits and
overhead expenses for opening at least three new retail
stores in Hong Kong for mid-range customer segment;

21.3 26.2% to strengthen the product portfolio and brand mix by
introducing new models and new brands;

9.0 11.1% to enhance our Ulfenbo sales channels and brand
awareness;

8.0 9.8% for paying the capital expenditure and rental deposits
for opening one “Ulferts” retail store or any merger
and acquisition opportunities to be identified;

5.0 6.2% to upgrade our information technology system;

8.0 9.8% as the general working capital of our Group.

In the event that the Offer Price is determined at a price other than HK$0.5, the
Directors will apply the net proceeds in the proportion as shown above.

A detailed discussion of our reasons for the Listing and use of proceeds is set forth in
the section headed “Future Plans and Use of Proceeds” in this prospectus.

SHARE OFFER STATISTICS

Based on the Offer Price of

HK$0.38 per HK$0.62 per

Share Share

Market capitalisation (note 1) HK$304,000,000 HK$496,000,000
Unaudited pro forma adjusted consolidated net

tangible assets per Share (note 2 and 3) HK$0.17 HK$0.23

—10 -
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Notes:

The calculation of market capitalisation is based on 800,000,000 Shares expected to be in issue immediately
upon completion of the Share Offer but takes no account of any Shares which may be issued upon exercise
of any options which may be granted under the Share Option Scheme.

The unaudited pro forma adjusted consolidated net tangible assets per Share is arrived at after adjustment
referred to in note 2 in the sub-section headed “Unaudited Pro Forma Statement of Adjusted Consolidated
Net Tangible Assets” in the section of “Financial Information” and on the basis of a total of 800,000,000
Shares in issue, assuming the Share Offer has been completed on 31 August 2017 without taking into
account of any Shares which may be allotted and issued upon the exercise of any share option that may be
granted under the Share Option Scheme or which may be allotted and issued or repurchased by the
Company pursuant to the general mandate for the allotment and issue or repurchase of Shares.

The unaudited pro forma adjusted consolidated net tangible assets of the Group attributable to owners of the
Company does not take into account a dividend of HK$72.0 million paid by the Company before Listing.
Had the dividend been taken into account, the unaudited pro forma adjusted consolidated net tangible assets
of the Group attributable to owners of the Company and the unaudited pro forma adjusted consolidated net
tangible assets per Share would be HK$110,628,000 and HK$0.14, respectively (assuming an Offer Price of
HK$0.62 per Share) and HK$64,068,000 and HK$0.08, respectively (assuming an Offer Price of HK$0.38
per Share).

—11 =
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In this prospectus, unless the

the following meanings:

“affiliate(s)”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

“AY Discretionary Trust”

“AY Holdings”

“AY Management”

“Board”

“Business Day”

‘4BVI77
“CAGR”

“CCASS”

context otherwise requires, the following expressions have

any other person, directly or indirectly, controlling or
controlled by or under direct or indirect common
control with such specified person

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

the articles of association of our Company, adopted on
8 January 2018 and which will become effective on the
Listing Date, as amended from time to time

has the meaning ascribed thereto under the Listing
Rules

The Albert Yeung Discretionary Trust (of which Dr.
Albert Yeung is the founder and settlor)

Albert Yeung Holdings Limited (formerly known as
Million Way Holdings Limited), an investment holding
company incorporated in BVI on 7 December 2007 and
wholly-owned by STC International acting as trustee of
AY Discretionary Trust

Albert Yeung Management Company Limited (formerly
known as Bright Queen Limited), a company
incorporated in BVI on 18 March 1998 and
wholly-owned by AY Holdings

the board of Directors

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

the British Virgin Islands

compound annual growth rate

the Central Clearing and Settlement System established
and operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“close associate(s)”

“Code of Conduct”

“Companies Ordinance”

>

“Company” or “our Company’

“Controlling Shareholder(s)”

“Covenantors”

“CRM system”

“CWUMPO”

“Deed of Indemnity”

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

a person admitted to participate in CCASS as a
custodian participant

a person admitted to participate in CCASS as a
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 thereto under the Listing
Rules

the code of conduct for person licensed by or
registered with the SFC

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

Ulferts International Limited, a company incorporated
in Hong Kong on 27 June 2012 with limited liability

has the meaning ascribed thereto under the Listing
Rules and in the context of this prospectus, includes
Ulferts Holdings, AY Holdings, STC International, Dr.
Albert Yeung and Ms. Luk or any one of them

Ulferts Holdings, AY Holdings and Dr. Albert Yeung,
being the covenantors under the Deed of
Non-Competition and the Underwriting Agreement

customer relationship management system

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

the deed of indemnity dated 15 January 2018 provided

by the Indemnifiers in favour of our Group relating to,
among other matters, the tax liabilities of our Group
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“Deed of Non-Competition”

“Director(s)”
“Dr. Albert Yeung”

“EIML”

”

“Eligible Employee(s)

“Emperor Assets”

“Emperor Capital”

“Emperor Capital Group”

a deed of non-competition undertaking dated 15
January 2018 provided by the Covenantors in favour of
our Company (for itself and for the benefit of the
members of our Group) relating to certain
non-competition undertakings by the Covenantors

the director(s) of our Company
Dr. Yeung Sau Shing, Albert

Emperor Investment (Management) Limited, a company
incorporated in Hong Kong on 25 October 1990 and
indirectly wholly-owned by Emperor International

all full-time employee(s) of our Group who joined our
Group on or before the Latest Practicable Date who
have a Hong Kong address (other than the chief
executive or directors of our Company or its
subsidiaries, existing beneficial owners of Shares or
any of their respective close associates and any other
connected persons of our Company)

Emperor Assets Holdings Limited (formerly known as
Gain Wealth Investments Limited), an investment
holding company incorporated in BVI on 12 June 1998
and wholly-owned by AY Holdings

Emperor Capital Limited, a company incorporated in
Hong Kong on 28 September 1993, a licensed
corporation to carry on type 1 (dealing in securities)
and type 6 (advising on corporate finance) regulated
activities under the SFO and one of the Joint Sponsors
for the Listing and an indirect wholly-owned subsidiary
of Emperor Capital Group

Emperor Capital Group Limited, a company indirectly
owned as to approximately 41.3% by AY Discretionary
Trust, an exempted company incorporated in Bermuda
with limited liability on 27 June 2006, the subsidiaries
of which are principally engaged in the provision of
financial services in Hong Kong, including (i)
commercial and personal lending as well as margin and
initial public offering financing; (ii) brokerage, wealth
management and asset management; (iii) placing and
underwriting services for listed issuers; and (iv)
corporate finance advisory services and whose shares
are listed on the Main Board (Stock Code: 717)
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“Emperor Culture”

“Emperor E Hotel”

“Emperor Group”

“Emperor International”

“Emperor W&J”

Emperor Culture Group Limited (formerly known as
See Corporation Limited), a company indirectly owned
as to approximately 33.1% by AY Discretionary Trust,
an exempted company incorporated in Bermuda with
limited liability on 27 March 1992, the subsidiaries of
which are principally engaging in cinema development
and operation as well as film investment and
production and whose shares are listed on the Main
Board (Stock Code: 491)

Emperor Entertainment Hotel Limited, a company
indirectly owned as to approximately 65.4% by
Emperor International, an exempted company
incorporated in Bermuda with limited liability on 1
May 1992, the subsidiaries of which are principally
engaging in property investment and development as
well as hotel and hospitality business and whose issued
shares are listed on the Main Board (Stock Code: 296)

AY Holdings, its subsidiaries and associates (including
but not limited to Emperor International, Emperor E
Hotel, Emperor Capital Group, Emperor W&J, Emperor
Culture and their respective subsidiaries and
associates), other than our Group

Emperor International Holdings Limited, a company
indirectly owned as to approximately 74.7% by AY
Discretionary Trust, an exempted company incorporated
in Bermuda with limited liability on 30 August 1991,
the subsidiaries of which are principally engaging in
property development and investment as well as hotel
and hospitality business and whose issued shares are
listed on the Main Board (Stock Code: 163)

Emperor Watch & Jewellery Limited, a company
indirectly owned as to approximately 52.8% by AY
Discretionary Trust, a company incorporated in Hong
Kong with limited liability on 13 March 2008, the
subsidiaries of which are principally engaging in the
sales of luxurious branded watches and the design and
sales of jewellery products in Hong Kong, Macau and
the PRC and whose issued shares are listed on the
Main Board (Stock Code: 887)
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“Emperor Securities”

“Employee Preferential Offering”

“Employee Reserved Shares”

“ERP system”

“EU”

“Eurodecor”

“Eurodecor Holdings”

“Euromonitor Report”

“First Six-Month Period”

“GAAP”

“GDP”

Emperor Securities Limited, a company incorporated in
Hong Kong on 6 July 1990, a licensed corporation to
carry on type 1 (dealing in securities) and type 4
(advising on securities) regulated activities under the
SFO and an indirect wholly-owned subsidiary of
Emperor Capital Group

the offer of up to 2,000,000 Public Offer Shares to the
Eligible Employees as described in the paragraph
headed “Employee Preferential Offering” under the
section headed “Structure and Conditions of the Share
Offer” in this prospectus

up to 2,000,000 Public Offer Shares (representing 10%
of the Offer Shares available under the Public Offer)
available in the Employee Preferential Offering and
which are to be allocated out of the Public Offer
Shares

enterprise resources planning system

the European Union, an economic and political
partnership between 28 European countries

Eurodecor Furniture Limited (formerly known as Super
Nation Limited), a company incorporated in Hong
Kong on 5 March 1999 and an indirect wholly-owned
subsidiary of our Company

Eurodecor Furniture (Holdings) Limited (formerly
known as Power Scheme Investments Limited), a
company incorporated in Hong Kong on 1 November
1988 and an indirect wholly-owned subsidiary of our
Company

the market research report issued by Euromonitor
International Limited in May 2017 named ‘“Home

Furnishings in Hong Kong, China, 2017 edition”

the period from the Listing Date up to and including
the date falling six months after the Listing Date

generally accepted accounting principles in Hong Kong,
including Hong Kong Financial Reporting Standards,

Hong Kong Accounting Standards and Interpretations

gross domestic product
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“Global Gold”

“Glory Wish”

“GREEN application form(s)”

LRI LE N3

“Group”, “our Group”, “we” or

13 ”

us

“HIBOR”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HKFRSs”

“HKICPA”

“HKSAR Government”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”, “HKSAR” or
“HK?’

Global Gold Developments
incorporated in BVI on
wholly-owned by AY Holdings

Limited, a company
18 March 1998 and

Glory Wish Limited, a company incorporated in Hong
Kong on 17 September 1999 and an indirect
wholly-owned subsidiary of our Company

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

our Company and our subsidiaries or, where the
context so requires, in respect of the period before our
Company became the holding company of its present
subsidiaries, such subsidiaries as if they were our
Company’s subsidiaries at that time

Hong Kong Interbank Offer Rate

the application for the Public Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of HK eIPO
White Form Service Provider at www.hkeipo.hk

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

Hong Kong Financial Reporting Standards issued by
the HKICPA

the Hong Kong Institute of Certified Public

Accountants (formerly known as the Hong Kong
Society of Accountants)

the Government of Hong Kong Special Administrative
Region

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC
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“Indemnifiers”

“Independent Third Party(ies)”

“Issuing Mandate”

“Joint Sponsors”

“Latest Practicable Date”

“Lead Manager”

“Link Profit”

“Linkpac Development”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

Ulferts Holdings, AY Holdings and Dr. Albert Yeung,
being the indemnifiers pursuant to the Deed of
Indemnity

person(s) or company(ies) which is/are independent of
and not connected with any members of our Group, the
directors, chief executive or substantial Shareholders
(as defined in the Listing Rules) of our Company and
its subsidiaries and their respective associates

as defined in the paragraph headed “Written resolutions
of the sole Shareholder passed on 8 January 2018 in
Appendix IV to this prospectus

together (i) Octal Capital Limited, a corporation
licensed by the SFC to carry out type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO and (ii) Emperor
Capital

8 January 2018, being the latest practicable date prior
to the printing of this prospectus for the purpose of
ascertaining certain information contained herein

Emperor Securities, being the lead manager of the
Share Offer and the sole bookrunner of the Placing

Link  Profit Investment Limited, a company
incorporated in Hong Kong on 8 August 2003 and an
indirect wholly-owned subsidiary of our Company
Linkpac Development Limited, a company incorporated
in Hong Kong on 13 October 1999 and an indirect
wholly-owned subsidiary of our Company

the listing of the Shares on the Main Board

the listing sub-committee of the board of directors of
the Stock Exchange

the date on which dealings in the Shares first
commence on the Stock Exchange, expected to be on

or about 29 January 2018

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

the Macau Special Administrative Region of the PRC
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“Main Board”

“Marvel Win”

“Mighty Wish”

“Mr. Ricky Ng”

“Ms. Ivy Mok”

“Ms. Luk”

“Offer Price”

“Offer Shares”

“PINK application form(s)”

“Placing”

“Placing Shares”

“Placing Underwriters”

“POS System”

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

Marvel Win Limited, a company incorporated in Hong
Kong on 12 April 2010 and an indirect wholly-owned
subsidiary of our Company

Mighty Wish Limited, a company incorporated in Hong
Kong on 12 July 2011 and an indirect wholly-owned
subsidiary of our Company

Mr. Ng Koon Keung, Ricky (%5 ), an executive
Director and the chief executive officer of our Group

Ms. Mok Fung Lin, Ivy (3J8#), an executive Director
and chief operating officer of our Group

Ms. Luk Siu Man, Semon, the spouse of Dr. Albert
Yeung

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee, Stock Exchange trading
fee and SFC transaction levy) at which the Offer
Shares are to be subscribed under the Share Offer

together the Public Offer Shares and the Placing Shares

the application form(s) to be completed by Eligible
Employees

the conditional placing of the Placing Shares at the
Offer Price, to selected professional, institutional and
other investors, on and subject to the terms and
conditions stated in this prospectus

180,000,000 new  Shares initially offered for
subscription under the Placing subject to re-allocation
as described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

the underwriters of the Placing listed in the section
headed “Underwriting — Placing Underwriters” in this

prospectus

point-of-sale software system
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“PRC” or “China”

“Predecessor Companies

Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriter”

“Repurchase Mandate”

“Rich Ascent”

“Second Six-Month Period”

“SFC”

the People’s Republic of China which, for the purpose
of this prospectus (unless otherwise specified),
excludes Hong Kong, Macau and Taiwan

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

the agreement to be entered into between our Company
and Emperor Securities (for itself and on behalf of the
Underwriters) on the Price Determination Date to
record and fix the Offer Price

the date, expected to be on or around Monday, 22
January 2018, on which the Offer Price is fixed for the
purpose of the Share Offer

the offer of Public Offer Shares for subscription by the
public in Hong Kong for cash at the Offer Price, on
and subject to the terms and conditions described in the
sections headed “Structure and Conditions of the Share
Offer” in this prospectus, and for the avoidance of
doubt, includes the Employee Preferential Offering

20,000,000 new Shares initially being offered for
subscription under the Public Offer subject to
re-allocation as described in the section headed
“Structure and Conditions of the Share Offer” in this
prospectus, including the Public Offer Shares which are
available for subscription by the Eligible Employees
pursuant to the Employee Preferential Offering

the underwriters of the Public Offer listed in the
section headed “Underwriting - Public Offer
Underwriters” in this prospectus

as defined in the paragraph headed “Written resolutions
of the sole Shareholder on 8 January 2018” in
Appendix IV to this prospectus

Rich Ascent Limited, a company incorporated in Hong
Kong on 3 July 2015 and an indirect wholly-owned

subsidiary of our Company

the six-month period immediately following the expiry
of the First Six-Month Period

Securities and Futures Commission of Hong Kong
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DEFINITIONS

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Offer”

“Share Option Scheme”

“Share Registrar”

“Share Subdivision”

“STC International”

“Stock Exchange”

“Track Record Period”

“True Fair”

“Ulferts Far East”

“Ulferts Holdings”

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) of our Company
the holder(s) of issued Share(s)
the Public Offer and the Placing

the share option scheme conditionally approved and
adopted by our Company on 8 January 2018, the
principal terms of which are summarised in the
paragraph headed “Share Option Scheme” in Appendix
IV to this prospectus

Tricor Secretaries Limited, the share registrar of our
Company

the subdivision of every then existing Share of the
Company into 6,000,000 Shares as approved by the
sole Shareholder by way of written resolutions passed
on 3 July 2017

STC International Limited, a company incorporated in
BVI, the trustee of the AY Discretionary Trust

The Stock Exchange of Hong Kong Limited

the period comprising the three consecutive financial
years ended 31 March 2015, 2016 and 2017 and the
five months ended 31 August 2017

True Fair Inc., an investment holding company
incorporated in BVI on 6 March 1991 and an indirect
wholly-owned subsidiary of our Company

Ulferts of Sweden (Far East) Limited, a company
incorporated in Hong Kong on 29 November 1975 and
an indirect wholly-owned subsidiary of our Company

Ulferts International Group Holdings Limited, a

company incorporated in BVI on 18 June 2012 and
wholly owned by AY Holdings
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DEFINITIONS

“Ulferts Investment”

“Ulferts Macau”

“Underwriters”

“Underwriting Agreement”

“Wealthy House”

“WHITE application form(s)”

“YELLOW application form(s)”

“EURO”, “EuI'O”, “€” and
“EUR”

“HKS$”
“MOP”

“RMB”

“Us”

“US$”

“sq.ft.” and “sq.m.”

“%99

Ulferts International Investment Limited (formerly
known as Ulferts International Holdings Limited), a
company incorporated in BVI on 17 February 1998 and
wholly owned by our Company

Ulferts of Sweden (Macau) Limited, a company
incorporated under the laws of Macau on 15 April 2004
and an indirect wholly-owned subsidiary of our
Company

the Public Offer Underwriter and the Placing
Underwriters

the conditional underwriting agreement dated 15
January 2018 entered into between our Company, our
executive Directors, the Joint Sponsors, the Lead
Manager and the Underwriters relating to the Share
Offer, particulars of which are summarised in the
section headed “Underwriting” in this prospectus
Wealthy House Limited, a company incorporated in
Hong Kong on 20 January 2012 and an indirect
wholly-owned subsidiary of our Company

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

the application form(s) to be completed by the public
who require the Public Offer Shares to be deposited
directly into CCASS

EURO, the official currency of member states of the
EU’s Eurozone

Hong Kong dollars, the lawful currency of Hong Kong
Macau Patacas, the lawful currency of Macau
Renminbi, the lawful currency of the PRC

United States of America

United States dollars, the lawful currency of the US
square foot(feet) and square metre(s), respectively

per cent.
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DEFINITIONS

Certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments. Accordingly, figures shown as totals in certain tables may be an
arithmetic aggregation of the figures preceding them.

The English language version of this prospectus has been translated into the Chinese

language. If there should be any inconsistency between the English and Chinese versions,
the English version shall prevail.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, without
limitation, statements relating to:

° Our goals and strategies and our various measures to implement such strategies;
° Our capital expenditure plans;

e  Our operations and business prospects, including our development plans for our
existing and new businesses;

° Our financial condition and results of operations;
° Exchange rate fluctuations and restrictions;

° Changes in economic conditions and competition in the territories we operate,
including a downturn in the property markets;

e  Calculation of breakeven period and payback period; and

° Future developments and competitive environment for the furniture and mattresses
industries.

The words “anticipate”, “believe”, “continue”, “could”, “expect”, “estimate”, “future”,
“intend”, “may”, “ought to”, “plan”, “potential”, “predict”, “project”, “seek”, “should”,
“will”, “would” and the negatives of these terms and similar expressions, as they relate to
us, are intended to identify a number of these forward-looking statements. These
forward-looking statements reflect our current views with respect to future events and are
not a guarantee of future performance and are subject to risks, uncertainties and
assumptions, including the risk factors as disclosed in this prospectus. Should one or more
of the risks or uncertainties materialise, or should underlying assumptions prove to be
incorrect, our financial condition may be adversely affected and may vary materially from
those described herein as anticipated, believed, estimated or expected.

Accordingly, the statements herein are not a guarantee of our future performance and
you should not place undue reliance on such forward-looking information. We undertake no
obligation to publicly update or revise any forward-looking statements contained in this
prospectus, whether as a result of new information, future events or otherwise, except as
required by applicable laws, rules and regulations. All forward-looking statements contained
in this prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this
prospectus and, in particular, should evaluate the following risks and uncertainties
associated with an investment in our Company before making any investment decision in
relation to the Offer Shares. Our business, financial condition or results of operations
may be adversely affected by any of such risk factors. In such circumstances, the market
price of the Shares could decline and you may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Our business may be affected by increase in rental expenses or the termination of leases
of our retail stores

As at the Latest Practicable Date, save for the “Dormire” store at Fitfort, North Point,
all our Group’s retail stores are leased from Independent Third Parties. Please refer to the
paragraph headed “Sales and Distribution Network — Retail Stores” in the section headed
“Business” in this prospectus for details of the tenancy agreements.

The retail stores, especially those for “Ulferts”, are essential to our business as they are
the main distribution channel of our products. However, there is no assurance that our Group
could renew the existing tenancies upon their respective expiry or could renew the same on
terms and conditions no less favorable to our Group than the existing ones. Failure to renew
the existing tenancies on terms and conditions acceptable to us may lead to disruption of our
business and additional costs being incurred for relocation and renovation. If our Group is
unable to find alternative locations that are suitable or on commercially acceptable terms in
a timely manner, it may lead to reduction in the number of retail stores and our business,
results of operation and financial condition may be adversely affected.

Furthermore, rental expenditure is one of the major costs in our business operation.
During the Track Record Period, total rent, license fees, rates and building management fees
of our retail stores, department store counters and roadshow venues and warehouse
amounted to approximately HK$29.1 million, HK$40.5 million, HK$46.4 million and
HK$23.8 million, representing 44.8%, 44.9%, 48.4% and 50.0% of our total selling and
distribution expenses for the respective years and period ended 31 March 2015, 2016 and
2017 and the five months ended 31 August 2017 respectively. Any substantial increase in
rental expenses of our retail venues may increase our cost of operation and may adversely
affect our profitability and financial positions.

Reliance on our reputation and brand name

Our Group is principally engaged in retailing of imported furniture under our widely
recognised trade name “Ulferts”. We believe the reputation of our name is one of the
important factors for our success. The market perception and recognition of our name is
built on our pursuit for high quality imported furniture products, our comprehensive
customer services and the continuous marketing and promotion of the name for more than
40 years. Failure to manage any of these elements could adversely affect the value of our
brand. If we are unable to sustain our goodwill or promote and further strengthen our name,
our business, financial condition, results of operations and business prospect could be
adversely affected.
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RISK FACTORS

Moreover, in the assignment of the trademark and logo of “Ulferts” to the Group in
1991, territories such as Europe, the US, Mexico and Canada (“Excluded Territory”) were
expressly excluded. Please refer to the section headed “History and Corporate Structure” in
this prospectus for further details. For example, the trademark and logo “Ulferts” are still
being used by certain furniture retail business in the US and Canada. Our Group cannot
ensure that the companies carrying on business under the trade name of “Ulferts” in the
Excluded Territory provide quality products and services to customers to a level
commensurate with that of ours. If the reputation and image of the brand “Ulferts” is
tarnished in other regions, our reputation in Hong Kong and therefore our business and
results of operation may be adversely affected.

We rely on Hong Kong market

Hong Kong is our Group’s principal market. Approximately 99.5%, 99.4%, 98.9% and
98.9% of our Group’s revenue for the financial years ended 31 March 2015, 2016 and 2017
and the five months ended 31 August 2017 respectively were derived from Hong Kong. The
Directors anticipate that income derived from sales in Hong Kong will continue to be the
Group’s principal source of income in the near future. Our performance therefore depends
significantly on the economic and market conditions in Hong Kong. In the event of any
unfavourable change in the Hong Kong economy, adverse change of condition of the
property market, reduced consumer confidence or factors affecting consumer spending, such
as epidemics and deterioration of the global financial situation, we may not be able to
increase or maintain our sales levels and our Group’s profitability and performance could be
adversely affected.

Our business may be adversely affected by the closure of the Hunghom ‘“Ulferts” retail
store

During the Track Record Period revenue generated by the Hunghom “Ulferts” retail store
amounted to approximately 27.4%, 22.4%, 19.6% and 17.7% of the revenue of our Group for the
financial years ended 31 March 2015, 31 March 2016 and 31 March 2017 and the five months
ended 31 August 2017 respectively. As disclosed in the paragraph headed “Sales and Distribution
Network™ in the “Business” section of this prospectus, this store closed with effect from 3 July
2017. If customers who are accustomed to visit it are not channeled to our other Ulferts retail
stores, our results of operation and financial condition may be adversely affected.

Our historical average inventory turnover days was over 140 days. There is no
assurance that we are able to respond effectively to the market trends and customer
preferences in timely manner

We consider our ability to capture and identify market trends and effectively respond to
customer preferences as one of the key factors to success in our business. In order to have a
better understanding of the recent market trend and to anticipate customer preferences, our
Group actively participates in various international trade exhibitions and commissioned
market reports from time to time. Our Group cannot assure that we will be able to anticipate
or respond to changes in customer preferences in a timely manner or successfully source
new products that meet any changing preferences. If we are unable to anticipate or respond
to changes in customer preferences or fail to bring to Hong Kong market in a timely manner
products that satisfy new customer preferences, our business performance and profitability
could be adversely affected.
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If the products sourced by our Group fail to meet consumers’ tastes, our Group may
also face the risk of keeping slow-moving inventories. During the Track Record Period, the
inventory turnover days of our Group were approximately 172.3 days, 160.8 days, 147.7
days and 177.1 days respectively. As at 31 March 2015, 2016 and 2017 and 31 August 2017,
inventory of our Group (before stock provision but including products ordered by customers
but not yet delivered) amounted to approximately HK$38.1 million, HK$34.7 million,
HK$36.8 million and HK$50.1 million respectively, among which approximately 19.3%,
22.8%, 22.0% and 15.6% of the inventories, respectively, were aged over one year and
provisions for obsolete and slow-moving inventories, respectively, of approximately HK$3.4
million, HK$3.7 million, HK$3.8 million and HK$3.9 million were made. If our Group
cannot manage to source appropriate inventories to suit customers’ taste it may result in
accumulation of our inventories, increase in the volume of obsolete and slow-moving stocks,
inventory holding costs and inventory write downs, and the liquidity, financial position and
the profitability of our Group may be adversely affected.

Our business depends on the continuing efforts of our executive Directors and key
management personnel

The success of our Group depends, to a significant extent, on the expertise and
experience of our executive Directors and members of our senior management, most of
whom have played an important role in the development of our business. For example, Mr.
Ricky Ng, our chief executive officer, has over 20 years of experience in the retail
management business, Ms. Ivy Mok, our chief operating officer, has been working for our
Group for over six years and prior to joining our Group has over 10 years of corporate
management experience, and Mr. Tam Kim Ching, Joseph, our sales director, have been
working for our Group for over 33 years. Please refer to the section headed “Directors,
Senior Management and Employees” in this prospectus for further details.

The performance of our Group also depends on our ability to retain and motivate our
executive Directors and members of senior management. There is no assurance that our
Group could retain its executive Directors and key management personnel for their future
services. If we were to lose the services of any of the existing management personnel
without a suitable and timely replacement, or were unable to recruit qualified members to
join our Group for future expansion, there could be a material adverse effect on our
business, results of operations and business prospect.

We are exposed to foreign exchange fluctuation

All of our products are imported from overseas sourced from Europe, the PRC and
other parts of Asia and we are subject to exchange rate risks. Most of our purchases are
settled in foreign currencies, but our sales are in Hong Kong dollars. For the financial years
ended 31 March 2015, 2016 and 2017 and the five months ended 31 August 2017,
approximately 60.7%, 66.9%, 69.6% and 75.5% of our purchases respectively were settled in
Euro and approximately 5.1%, 2.0%, 3.9% and 6.7% of our purchases respectively were
settled in RMB, the exchange rates of both of which have been volatile during the Track
Record Period.

During the Track Record Period, our Group has purchased forward contracts amounted

in aggregate to HK$5.4 million for the year ended 31 March 2015, which represented
approximately 12.7% of our Group’s purchase in Euro over the same period but since
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February 2015 we no longer undertook any hedging of the currency exchange risk. Our
Group cannot predict the impact of future exchange rate fluctuations on our results of
operations. In the event of appreciation of Euro and/or RMB against Hong Kong dollars, our
profit margin will be affected if we are unable to transfer such additional cost to our
customers, and our profitability and financial performance may suffer.

The supply and price of our products are influenced by a number of factors, some of
which are beyond our control

As we do not manufacture our products but source them from suppliers in Europe and
Asia (including the PRC), the price, quality and supply of our products may be influenced
by a number of factors that are beyond our control, including but not limited to prices of
raw materials, the imposition of import or export tariff or sales tax, the quality control of
our suppliers, shipment delay, delay caused by mistake of logistic providers, bad weather
and natural hazards. Any of the above mentioned factors could impact on the price, quality
and supply of our products which could materially and adversely affect our business, results
of operation and financial condition.

Potential exposure to product liability and quality issue

We source our products from suppliers and are subject to the inherent risks associated
therewith, including product liability claims, quality control and compliance with relevant
government regulations relating to use of restricted materials. As we do not have our own
quality control team we depend significantly on the quality control measures of our
suppliers. Our suppliers may not have adequate financial resources or insurance coverage to
fulfill their obligations under any product warranties given by them. Seeking
indemnifications from our suppliers may potentially lead to litigation and claims against us
by customers may have an adverse effect on our reputation and brand image, which may
lead to negative publicity and, regardless of its validity, may reduce sale of our Group,
which may in turn adversely affect our Group’s financial performance. We may also be held
liable for purchase or import of products made of restricted materials or failing safety
standards under the relevant laws and regulations governing the supplier and/or of Hong
Kong.

In addition, if complaints from customers escalate into legal claims, resources such as
time and legal costs would have to be incurred to address such claims, thereby further
affecting the business and financial performance of our Group.

Our wholesale dealers may engage in price competition and market cannibalisation
among themselves

Throughout the financial years ended 31 March 2015, 2016 and 2017, our Group has
around 250 dealers under our wholesale of “Ulfenbo” mattresses and sofas, all in Hong
Kong except one in Macau. We have notified our dealers that they must obtain our prior
consent for using the “Ulfenbo” trademark or uploading “Ulfenbo” product photo or other
information onto the internet, but save for this we did not have any policy or agreement
with any dealer regarding coverage of sales districts by any particular dealer and our dealers
have discretion as to the final retail prices of our “Ulfenbo” products they sell. There is no
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assurance that our dealers would not engage in any form of price competition or market
cannibalisation which could have a material adverse effect on our Group’s results of
operations and financial condition. They may also compete with retail sales in our
“Dormire” stores and roadshows which may have a material adverse effect on the
performance of these stores and roadshows.

Our existing insurance may not sufficiently cover the risks related to our business
operation

We maintain a number of insurance policies on our assets and against our operation
risks including property damage insurance, public liability insurance, product liability
insurance, employees compensation insurance and vehicle insurance. Details of our existing
insurance coverage are set forth in the section headed “Business — Insurance” of this
prospectus. We cannot guarantee that our existing insurance policies will sufficiently cover
all potential liabilities or risks associated with our business operation. In the event that our
insurance does not or is insufficient to compensate, or should we be unable to effect any
insurance, for the losses or damages arising from the potential liabilities, our financial
condition and results of operations could be adversely affected.

We may not be able to adequately protect our intellectual property rights and there
may be copycat competition

As at the Latest Practicable Date, our Group has twenty trademarks registered in Hong
Kong, four registered in Macau and twelve registered in PRC. Details of our intellectual
property rights are set forth in Appendix IV of this prospectus. Unauthorised use of our
trademarks may do damage to our brand and reputation and/or affect our business in other
ways. We are not aware of any infringement of our intellectual property rights in the past in
Hong Kong but there is no assurance that there will not be any infringement in the future. In
the event that any infringement occurs, we may have to protect our intellectual property
rights or other rights through litigation which may be costly and could have adverse impact
on our business, results of operations and financial condition.

Moreover, there is no assurance that there will not be any copycat products of the
furniture products we sourced overseas or our own “Ulfenbo” products being sold in Hong
Kong or neighbouring cities. Demand for our products may be adversely affected should
there be any copycat products and in which case, the performance and business operations of
our Group may also be adversely affected.

Our products may be subject to third party intellectual property rights

As the products sourced by our Group are imported from various overseas suppliers, it
is not commercially practicable for us to ascertain whether such products infringe on third
party intellectual property rights. In the event that any product we sell infringes on third
party intellectual property rights, we may also be found liable for such infringement and be
compelled to discontinue the sale of the infringing products and/or pay damages or suffer
other liabilities. It may also lead to litigation which could result in substantial costs and
diversion of resources and negatively affect our, reputation, profitability and prospects.
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Sales volume fluctuates due to numerous factors

Our Group’s revenue is affected by seasonality factor. During the Track Record Period,
our Group experienced higher sales between November and January (the ‘“Peak Period”)
before the Lunar New Year holidays. For each of the three years ended 31 March 2015,
2016 and 2017, retail sales in Peak Period represented approximately 31.6%, 32.2% and
34.5% of the Group’s total retail sales of the respective year. Apart from that, retail sales
volume fluctuates due to numerous factors such as our promotion campaigns, market
sentiment and the property market. As a result of these fluctuations, comparisons of sales
and operating results between different periods within a single financial year, or between
same periods in different financial years, are not necessarily meaningful and cannot be relied
on as indicators of the Group’s performance.

There is no assurance on continuity of our relationship with major suppliers and
manufacturers

Our Group does not have long term agreements with our existing suppliers and we
purchase from these suppliers on an order-by-order basis. During the Track Record Period,
purchases from our Group’s top five suppliers in aggregate accounted for approximately
38.6%, 40.9%, 38.9% and 37.4% of our Group’s total purchases for the financial years
ended 31 March 2015, 2016 and 2017 and the five months ended 31 August 2017
respectively. There is no assurance that our Group can continue to source products from our
existing suppliers, and in particular our top five suppliers, or on terms acceptable to us. As a
result, our Group may have to source products from other suppliers. If our Group is unable
to find alternative suppliers with products that are comparable or on commercially
acceptable terms in a timely manner, our business and results of operation may be adversely
affected.

There is no assurance on continuity of our relationship with major dealers

Our Group does not have long term agreements with our existing wholesale dealers and
these dealers purchase from our Group on an order-by-order basis. During the Track Record
Period, revenue derived from wholesale of our “Ulfenbo” products to dealers accounted for
approximately 8.0%, 6.5%, 5.9% and 5.5% of our total revenue for the years ended 31
March 2015, 2016 and 2017 and the five months ended 31 August 2017 respectively. There
is no assurance that our existing dealers will continue to purchase products from our Group.
As a result, if demand from our existing dealers decreases and our Group is unable to secure
new dealers in a timely manner, our business and results of operation may be adversely
affected.

Non-exclusive distribution may adversely affect our profitability

We have rapport with our suppliers that they will refrain from supplying the same
products as those supplied to us to other furniture retailers in Hong Kong, but such
understanding is not a formal arrangement. Should our suppliers destroy such rapport and
sell their products to other furniture retailers in Hong Kong, we may have difficulty in
seeking redress against such suppliers. The selling of the same or similar products from the
same supplier by other furniture retailers in Hong Kong could adversely affect our business
performance and profitability.
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Our business operations may be materially and adversely affected by any information
technology system failure

Our Group relies on information technology systems, such as the ERP system, which
interface with our POS System and accounting softwares, and we communicate with our
overseas suppliers mostly by electronic means, all of which are critical to our day-to-day
business operations. There is no assurance that our Group’s information technology systems
will always operate without interruption or malfunction. Any breakdown for an extended
period of time, or other failures of our Group’s information technology system from, among
other things, security breaches, viruses, hacking or damage to the hardware or software
systems, may cause interruptions to our operations and inventory management, and may
adversely affect the integrity of our information, our business performance and profitability.
We have back-up systems in place but there is no assurance that these systems will be
adequate to support our operations in the event of a prolonged breakdown of our primary
system, or that our back-up systems will not be damaged simultaneously with our primary
system, in which case our business operation will be materially and adversely affected.

There is no assurance on sustainability of growth of our Group

During the Track Record Period, revenue of our Group grew from approximately
HK$181.3 million for the year ended 31 March 2015 to HK$210.1 million for the financial
year ended 31 March 2016 and to HK$224.3 million for the financial year ended 31 March
2017 while the profit of the Group was approximately HK$23.3 million for the financial
year ended 31 March 2015 and dropped slightly to approximately HK$22.4 million for the
financial year ended 31 March 2016, and increased to HK$30.1 million for the financial year
ended 31 March 2017. The growth of our business is subject to a number of factors beyond
our control and there is no assurance that our Group could sustain the revenue and profit or
achieve the amount equivalent to or exceeding historical records in the future. The results
during Track Record Period should not be used as an indication of our future business
performance.

We may not succeed in implementing our business strategies and future expansion plan

We cannot guarantee our business strategies and future expansion plans as proposed in
this prospectus will be successful as there are a number of factors which are beyond our
control and may affect our business prospects such as economic and political conditions,
global economic conditions, change in government regulations and customers’ behavior. In
particular, there is no assurance that we will be able to find suitable locations for the
opening of new stores on terms commercially acceptable to us. On the other hand, such
expansion may put pressure on our managerial, financial and operational resources. If we are
unable to manage our expansion and the rising costs associated with such expansion
effectively, our financial condition and result of operation may be adversely affected.
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In respect of our operating lease commitments, the future application of HKFRS 16
may materially affect the amounts of right-of-use assets, lease liabilities, rental expense,
depreciation and interest expense to be recognised after the adoption of this standard.

During the Track Record Period, our Group was lessees under various lease
arrangements related to our business operation. Our current accounting policy for such leases
is set out in Note 2.3 of the Accountants’ Report in Appendix I to this prospectus. As at 31
August 2017, our total non-cancellable operating lease commitments amounted to
approximately HK$69.9 million, of which HK$69.5 million had an original lease term of
over one year.

During the Track Record Period, our future operating lease commitments were not
reflected in our consolidated statements of financial position. HKFRS 16 “Leases”, which
we expect to apply for the first time for our financial year beginning on 1 April 2019,
provides new provisions for the accounting treatment of leases and will in the future upon
adoption of the standard no longer allow lessees to recognise certain leases outside of the
consolidated statement of financial position. Instead, for all leases with a term of more than
12 months, unless the underlying asset is of low value, a lessee is required to recognise a
right-of-use asset representing its right to use the underlying leased asset and a lease
liability representing its obligation to make lease payments. There are certain recognition
exemptions under HKFRS 16 that a lessee may elect in respect of short-term leases (leases
that, at the commencement date of the respective leases, have a lease term of 12 months or
less) and leases for which the underlying asset is of low value. The new standard will
therefore result in an increase in right-of-use assets and an increase in lease liabilities in our
consolidated statement of financial position after the adoption of the new standard. This will
affect our related financial ratios, such as an increase in debt to equity ratio. We do not have
any existing debt covenants that are directly affected by changes in our lease liability
position. In our consolidated statement of profit or loss and other comprehensive income
after the adoption of the new standard, the financial impact of leases will be recognised in
the future as depreciation of the right-of-use assets and will no longer be recorded as rental
expense. Interest expense on the lease liabilities will be presented separately under finance
costs. As a result, the rental expense under otherwise identical circumstances will decrease,
while depreciation and interest expense will increase. Further details of the application of
HKFRS 16 are set out in Note 2.2 of the Accountants’ Report in Appendix I to this
prospectus.

RISKS RELATING TO THE INDUSTRY

Furniture retail industry is highly competitive and pricing pressure from our
competitors may harm our revenues and profitability

Our Directors are of the view that furniture retailing industry in Hong Kong is highly
competitive due to the low entry barriers for the industry. Our Directors believe that in the
furniture retailing industry, the elements of competition include, but are not limited to, price,
quality and design of the products, reputation and market perception of the brand and
comprehensive after-sales services. The pricing of similar products by competitors may
adversely affect the pricing of our products. If our competitors reduce their prices
significantly, we may have to reduce our selling prices or adjust our business strategies in
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order to maintain our competitiveness which could adversely affect our business, revenues
and profitability. There is no assurance that our Group will be able to compete with our
competitors in the industry in light of the changing and competitive market environment.

Adverse change in government regulations may materially and adversely affect our
operations and financial condition

Our principal business operations are based in Hong Kong and at present, save as those
set out in the paragraph headed “Hong Kong Laws and Regulation” in the section headed
“Industry and Regulatory Overview” of this prospectus, there are no particular laws or
regulations governing our business. Currently our Group has obtained all licences necessary
for carrying on its businesses in the current scope. Should there be any changes in the
regulatory requirements and our Group is not able to comply with them in a timely manner
or if compliance of these requirements involved substantial costs, the business, results of
operation and financial position of our Group may be adversely affected.

RISKS RELATING TO THIS SHARE OFFER

There has been no prior public market for the Shares, and the liquidity and market
price of our Shares may be volatile

Prior to the Listing, there has been no public market for our Shares. The initial Offer
Price range of the Offer Shares, and the Offer Price will be determined by the Lead
Manager (for itself and on behalf of the Underwriters) and us. The Offer Price may not be
indicative of the price at which our Shares will be traded following the completion of the
Share Offer. In addition, there can be no guarantee that (i) an active trading market for our
Shares will develop, or (ii) if it does develop, that it will be sustained following the
completion of the Share Offer, or (iii) that the market price of our Shares will not decline
below the Offer Price.

Future sales by our Controlling Shareholders of a substantial number of our Shares in
the public market could materially and adversely affect the prevailing market price of
our Shares

We cannot assure you that our Controlling Shareholders will not dispose of their Shares
following the expiration of their respective lock-up periods after completion of the Share
Offer. We cannot predict the effect, if any, that any future sales of Shares by any Controlling
Shareholders, or the availability of Shares for sale by any Controlling Shareholders may
have on the market price of our Shares. Sales of substantial amounts of Shares by any
Controlling Shareholders or the market perception that such sales may occur, could
materially and adversely affect the prevailing market price of our Shares.

The interests of Shareholders may be diluted as a result of additional equity fund
raising in the future

Our Group may need to raise additional funds in the future, subject to the financial

condition, for the expansion of operations or new acquisition. The fund raising may result in
issuance of new Shares or other equity related securities of our Company other than on
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RISK FACTORS

pro-rata basis to existing Shareholders. In addition, any such new securities may have
preferred rights, preferences and/or privileges over those attaching to the Shares. Therefore,
the Shareholders may experience substantial dilution in their interests in our Company.

Past dividends should not be used as a reference for dividend policy of our Company in
the future

The Company declared dividends of approximately HK$33.0 million and HKS$4.9
million for the years ended 31 March 2015 and 2016, respectively and has, subsequent to
the Track Record Period, declared dividends of HK$72.0 million. Investors are cautioned not
to use historical dividend distribution by the Company as the indication of our future
dividend policy and there is no assurance that dividends will be declared or paid in an
amount equivalent to or exceeding historical dividends declared or at all. The declaration,
payment and amount of any further dividends are subject to the discretion of our Directors
depending on, amongst other factors, our revenue, financial condition, cash requirements,
provisions governing the declaration and distribution as contained in our Articles of
Association, applicable law and other relevant factors.

RISKS RELATING TO STATEMENTS MADE IN THIS PROSPECTUS
Certain facts and statistics included in this prospectus may not be reliable

Certain information and statistics contained in this prospectus have been extracted and
derived, in part, from the Euromonitor Report and various publications and statistics
prepared by government agencies or Independent Third Parties. 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 could render such information or statistics false or misleading in any
material respect. Neither our Company, our Controlling Shareholders, the Joint Sponsors, the
Lead Manager, nor any of the Underwriter(s), any of our or their respective affiliates,
officers or representatives or any other person involved in the Share Offer have
independently verified such information and statistics derived from official government
publications, and such parties do not make any representation as to their accuracy.

While we have taken reasonable care to reproduce such information, we cannot
guarantee the accuracy and reliability of the information contained in such sources. Those
facts and statistics may not be consistent with other information compiled within or outside
Hong Kong and may not be complete or up-to-date. In all cases, investors should take into
account the level of reliability and importance for all such information and statistics.
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WAIVERS FROM STRICT COMPLIANCE WITH
THE REQUIREMENTS UNDER THE LISTING RULES

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Certain subsidiaries of the Company have entered into and are expected to continue
certain transactions, which will constitute non-exempt continuing connected transactions of
the Company under the Listing Rules upon the Listing. The Company has applied to the
Stock Exchange for and the Stock Exchange has granted a waiver from the strict compliance
with the announcement and shareholders’ approval requirements under Chapter 14A of the
Listing Rules for such non-exempt continuing connected transactions. Details of such
non-exempt continuing connected transactions and the waiver are set out in the section
headed “Connected Transactions” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the CWUMPO, 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 to the public with regard
to us. Our Directors collectively and individually accept full responsibility for the accuracy
of the information contained in this prospectus. Our Directors confirm, having made all
reasonable enquiries 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 facts the omission of which would make any
statement in this prospectus misleading.

All opinions expressed in this prospectus have been arrived at after due and careful
consideration and are formed on bases and assumptions that are fair and reasonable.

INFORMATION ON THE PUBLIC OFFER

The Offer Shares are offered solely on the basis of the information contained and the
representations made in this prospectus and the Application Forms. So far as the Share Offer
is concerned, no person is authorised to give any information or to make any representation
not contained in this prospectus and the Application Forms, and any information or
representation not contained herein must not be relied upon as having been authorised by
our Company, the Joint Sponsors, the Lead Manager, the Underwriters, any of their
respective directors or affiliates, or any other parties involved in the Share Offer. Neither the
delivery of this prospectus nor any offering, sale or delivery made in connection with the
Offer Shares should, under any circumstances, constitute a representation that there has been
no change or development reasonably likely to involve a change in our Group’s affairs since
the date of this prospectus or imply that the information contained in this prospectus is
correct as of any date subsequent to the date of this prospectus.

Details of the structure of the Public Offer, including its conditions, are set out in the
section headed “Structure and Conditions of the Share Offer” in this prospectus, and the
procedures for applying for Public Offer Shares are set out in the section headed “How to
Apply for Public Offer Shares and Employee Reserved Shares” in this prospectus and in the
relevant Application Forms.

UNDERWRITING

The Share Offer comprises the Public Offer and the Placing. This prospectus and the
Application Forms set out the terms and conditions of the Share Offer. The Public Offer
Shares and the Placing Shares are being offered for subscription at the Offer Price. Details
of the structure of the Share Offer are set out in the section headed “Structure and
Conditions of the Share Offer” of this prospectus.

The Share Offer is sponsored by the Joint Sponsors and fully underwritten by the
Underwriters subject to the terms and conditions of the Underwriting Agreement. For further
information about the Underwriters and the underwriting arrangements, please refer to the
section headed “Underwriting” of this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by
Emperor Securities (for itself and on behalf of the Underwriters) and our Company on or
around Monday, 22 January 2018, or such later date as may be agreed between Emperor
Securities (for itself and on behalf of the Underwriters) and our Company but in any event
no later than Tuesday, 23 January 2018.

If Emperor Securities (for itself and on behalf of the Underwriters) and our Company
are unable to reach an agreement on the Offer Price on Monday, 22 January 2018, or such
later date as may be agreed between Emperor Securities (for itself and on behalf of the
Underwriters) and our Company but in any event not later than Tuesday, 23 January 2018,
the Share Offer will not become unconditional and will lapse.

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

Further details of the structure and conditions of the Share Offer are set out under the
section headed “Structure and Conditions of the Share Offer” of this prospectus.

RESTRICTION ON OFFER AND SALE OF OFFER SHARES

No action has been taken to permit any public offering of the Offer Shares or the
distribution of this prospectus in any jurisdiction other than Hong Kong. Accordingly,
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 circumstances in
which such offer or invitation is not authorised or to any person to whom it is unlawful to
make such offer or invitation.

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

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

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the listing committee of the Stock Exchange for listing of,
and permission to deal in, the Shares in issue and to be issued as mentioned herein including
the Offer Shares and any Shares which may be issued pursuant to the exercise of the options
granted or to be granted under the Share Option Scheme which represent 10% of our Shares
in issue on the Listing Date, on the Main Board respectively.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

Save as disclosed above, no part of our Company’s share capital is listed or dealt in on
any other stock exchange. At present, our Company is not seeking or proposing to seek a
listing of, or permission to deal in, our Shares on any other stock exchange.

REGISTER OF MEMBERS AND STAMP DUTY

All Shares in issue and to be issued pursuant to the Share Offer will upon Listing be
registered on our Company’s register of members in Hong Kong maintained by Tricor
Secretaries Limited. Only Shares registered on our Company’s register of members may be
traded on the Stock Exchange.

Dealings in Shares will be subject to Hong Kong stamp duty.
PROFESSIONAL TAX ADVICE RECOMMENDED

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

Our Company, the Joint Sponsors, the Lead Manager, the Underwriters, their respective
directors, agents, advisers or any other person involved in the Share Offer do not accept
responsibility for any tax effects on, or liabilities of, any person resulting from subscribing
for, or purchasing, holding, disposing of or dealing in the Offer Shares.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

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

All necessary arrangements have been made for our Shares to be admitted into CCASS.
Investors should seek the advice of their stockbrokers or other professional advisers for
details of those settlement arrangements and how such arrangements will affect their rights
and interests.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in our Shares on the Main Board are expected to commence on Monday, 29
January 2018. Shares will be traded in board lots of 10,000 Shares each.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Address Nationality
Executive Directors

Mr. WONG Chi Fai #&# Flat B, 19/F, Tower 11 Chinese
Clovelly Court
12 May Road
Hong Kong

Mr. NG Koon Keung, Ricky Flat A, 46/F, Tower 7 Chinese
EAS R Tierra Verde,

Tsing King Road

Tsing Yi

New Territories

Ms. MOK Fung Lin, Ivy Flat E, 34/F, Block 2 Chinese
BBl Ilumination Terrace

7 Tai Hang Road

Causeway Bay

Hong Kong
Ms. FAN Man Seung, Vanessa Flat E, 5/F Chinese
R(ERC Woodland Heights

2 Wong Nai Chung Gap Road

Hong Kong

Independent non-executive Directors

Mr. CHIU Kin Fai ##{@0E Flat LB, 61/F Chinese
Tower 2, Lucerne, The Capitol
Phase 1, Tseung Kwan O
New Territories

Mr. NG Hoi Yue fhifi T Flat B, 10/F, Ming Court Chinese
130-132 Boundary Street
Mongkok, Kowloon

Ms. CHAN Yee Man Bi# % Flat B, 28/F Chinese
Tower 3B, Lions Rise
8 Muk Lun Street
Wong Tai Sin, Kowloon

Further information of the Directors is disclosed in the section headed ‘“Directors,
Senior Management and Employees” in this prospectus.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED IN THE SHARE OFFER

Joint Sponsors

Sole Bookrunner and Lead
Manager

Public Offer Underwriters

Placing Underwriters

Emperor Capital Limited
28/F Emperor Group Centre
288 Hennessy Road
Wanchai

Hong Kong

Octal Capital Limited

801-805, 8th Floor, Nan Fung Tower
88 Connaught Road Central

Hong Kong

Emperor Securities Limited
23-24/F Emperor Group Centre
288 Hennessy Road

Wanchai

Hong Kong

Emperor Securities Limited
23-24/F Emperor Group Centre
288 Hennessy Road

Wanchai

Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road Central
Hong Kong

Taiping Securities (HK) Co Limited
2901 China Insurance Group Building
141 Des Voeux Road Central

Hong Kong

Emperor Securities Limited
23-24/F Emperor Group Centre
288 Hennessy Road

Wanchai

Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road Central
Hong Kong

Taiping Securities (HK) Co Limited
2901 China Insurance Group Building
141 Des Voeux Road Central

Hong Kong

—40 -



DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Legal Advisors to the Company  As ro Hong Kong law
David Chan & Carmen Chan, Solicitors
Room 3006, West Tower, Shun Tak Centre
168-200 Connaught Road Central, Hong Kong

As to Hong Kong law relating to tenancies and sale of
consumer goods

Mr. Chan Chung, Barrister-at-law

10/F, Grand Building

15-18 Connaught Road

Central, Hong Kong

As to Macau law

MdME Lawyers

Avenida da Praia Grande
409, China Law Building
21/F and 23/F A-B

Macau
Legal Advisor to the Joint As to Hong Kong law
Sponsors and the Vincent T.K. Cheung, Yap & Co.
Underwriters 11/F Central Building

1-3 Pedder Street
Central, Hong Kong

Compliance Advisor Octal Capital Limited
801-805, 8th Floor, Nan Fung Tower
88 Connaught Road Central

Hong Kong
Auditor and Reporting Ernst & Young
Accountants Certified Public Accountants

22/F CITIC Tower
1 Tim Mei Avenue, Central
Hong Kong

Receiving Bank The Bank of East Asia, Limited

10 Des Voeux Road Central
Hong Kong
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CORPORATE INFORMATION

Registered Office and principal Units 1206-7, 12/F

place of business in Hong Emperor Group Centre
Kong 288 Hennessy Road
Wanchai
Hong Kong
Company’s website www.ulferts.com.hk

(information contained in our Company’s website does
not form part of this prospectus)

Company Secretary Ms. Mok Fung Lin, Ivy
(member of the Law Society of Hong Kong)
Units 1206-7, 12/F
Emperor Group Centre
288 Hennessy Road
Wanchai
Hong Kong

Authorised Representatives Ms. Mok Fung Lin, Ivy
Units 1206-7, 12/F
Emperor Group Centre
288 Hennessy Road
Wanchai
Hong Kong

Ms. Fan Man Seung, Vanessa
28/F, Emperor Group Centre
288 Hennessy Road

Wanchai

Hong Kong

Audit Committee Ms Chan Yee Man (Chairperson)
Mr. Ng Hoi Yue
Mr. Chiu Kin Fai

Nomination Committee Mr. Chiu Kin Fai (Chairman)
Ms. Fan Man Seung, Vanessa
Ms. Chan Yee Man

Remuneration Committee Mr. Ng Hoi Yue (Chairman)
Mr. Wong Chi Fai
Ms. Chan Yee Man

Corporate Governance Ms. Fan Man Seung, Vanessa (Chairperson)
Committee Mr. Chiu Kin Fai
Mr. Ng Hoi Yue
a representative from company secretarial function
a representative from finance and accounts function
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CORPORATE INFORMATION

Share Registrar

Principal Bankers

Tricor Secretaries Limited
Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road Central
Hong Kong

Chong Hing Bank Limited

1/F., Fung Lok Commercial Building
163 Wing Lok Street

Sheung Wan

Hong Kong

The Hongkong and Shanghai Banking
Corporation Limited

Level 11, HSBC Main Building

1 Queen’s Road Central

Hong Kong
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INDUSTRY AND REGULATORY OVERVIEW

We have extracted and derived the information and statistics in the section below, in
part, from various official government publications as well as the Euromonitor Report. The
information derived from the Euromonitor Report reflects estimates of market conditions
based on primary research, secondary research, projected data and independent analysis,
and is prepared primarily as a market research tool. 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 and 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. Such information and statistics have not been independently verified by
us, the Joint Sponsors, the Lead Manager, the Underwriters or any other party involved in
the Share Offer and no representation is given as to its accuracy. References to
Euromonitor International Limited and/or the Euromonitor Report should not be considered
as the opinion of Euromonitor International Limited as to the value of any security or the
advisability of investing in our Group. Accordingly, you should not place undue reliance on
such information and statistics.

Our Group has been a retailer of imported furniture in Hong Kong for over 40 years.
The main drivers to current and future growth of the furniture retailing industry in Hong
Kong include general economic conditions in Hong Kong, the primary and secondary
property market as well as the demographic trend.

OVERVIEW OF HONG KONG ECONOMY
GDP in Hong Kong

Over the 10 years ended 2016, the GDP and per capita GDP in Hong Kong have
experienced a steady growth with fast recovery from the setback during the period of the
global financial crisis in 2009 and pro-democracy protests in 2014. According to the Census
and Statistics Department of the Government of Hong Kong, the GDP in Hong Kong has
grown from HK$1,651 billion in 2007 to HK$2,491 billion in 2016, representing a CAGR of
approximately 4.68%. The per capita GDP in Hong Kong also increased from approximately
HK$238,676 to HK$339,531 during such period. The following chart illustrates the GDP and
GDP per capita in Hong Kong from years 2007 to 2016.

GDP and GDP per Capita in Hong Kong from 2007 to 2016
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Source: Census and Statistics Department of the Government of Hong Kong
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INDUSTRY AND REGULATORY OVERVIEW

Median Monthly Income for Domestic Households in Hong Kong

With the growth in the Hong Kong economy as shown above, the median monthly
income for domestic households in Hong Kong has also experienced gradual growth
throughout the 15 years from HK$18,000 in 2001 to HK$25,000 in 2016 with a slight dip
between 2001 and 2006 only, representing a CAGR of approximately 2.21%. The following
chart shows the median monthly household income for domestic households in Hong Kong
from years 2001 to 2016.

Median Monthly Household Income for Domestic Households in Hong Kong from
2001 to 2016
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Source: Census and Statistics Department of the Government of Hong Kong

Based on the Quarterly Reports on General Household Survey issued by Census and
Statistics Department of the Government of Hong Kong, the seasonally adjusted
unemployment rate remained steady from 2011 to 2016 ranging between 3.1% and 3.8%,
with a slight drop from 3.4% in 2013 to 3.3% in 2014, and raised marginally from 3.3% in
2015 to 3.4% in 2016. The seasonally adjusted unemployment rate in the 2nd quarter of
2017 was 3.1%, which was lower than 3.3% in the 4th quarter of 2016.

Number of Domestic Households in Hong Kong
The number of domestic households in Hong Kong boosted from approximately 2.1
million in 2001 to approximately 2.5 million in 2016, representing a CAGR of 1.17%. With

the steady growth in number of domestic households, the demand for home furniture in
Hong Kong is expected to increase.
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INDUSTRY AND REGULATORY OVERVIEW

Number of Domestic Households in Hong Kong from 2001 to 2016
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Source: Census and Statistics Department of the Government of Hong Kong

Number of Mid-range Domestic Households in Hong Kong

The number of households with monthly household income of between HK$30,000 and
HK$49,999 (“mid-range domestic households”) in Hong Kong boosted from approximately
416,000 in 2011 to approximately 529,000 in 2016, representing a CAGR of 4.92%. With
the steady growth in number of mid-range domestic households, the demand for home
furniture of which the target customers is mid-range domestic households in Hong Kong is
expected to increase.

Number of Mid-range Domestic Households in Hong Kong from 2011 to 2016
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INDUSTRY AND REGULATORY OVERVIEW

Imports of Consumer Goods into Hong Kong

Correlating with the growth in GDP, median monthly income for domestic households
in Hong Kong and number of domestic households in Hong Kong, the value of import of
consumer goods into Hong Kong increased from approximately HK$811,446 million in 2010
to approximately HK$938,089 million in 2011 and remained steady until 2014. The value
dropped to HK$819,382 million in 2016 but was still higher than that in 2010 by 1.0%. The
following chart illustrates the import value of consumer goods from years 2010 to 2016.

Value of Import of Consumer Goods into Hong Kong from 2010 to 2016
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Source: Census and Statistics Department of the Government of Hong Kong

The Property Market in Hong Kong

Affected by onset of the global financial crisis, the number of sale and purchase
agreements for domestic properties decreased sharply from 81,333 in 2012 to 50,676 in
2013. In October 2012, the government of Hong Kong announced that it would implement
further measures in respect of the property which was acquired on or after 27 October 2012
to avoid the risk of a property bubble including (i) to increase the special stamp duty to
20% from 15% if the relevant property has been held for 6 months or less and (ii) imposing
a 15% buyer’s stamp duty on residential properties acquired by any person except a Hong
Kong permanent resident. After the implementation of the government’s property cooling
measures, the total consideration for sale and purchase of domestic properties dropped
significantly from approximately HK$452,275 million in 2012 to HK$298,942 million in
2013. The number of sale and purchase agreements for domestic properties then increased
sharply from 50,676 in 2013 to 63,807 in 2014. The number remained steady from 55,982 in
2015 to 54,701 in 2016 but increased to 61,591 in 2017. The monthly average number of
residential property transactions in Hong Kong in 2017 is approximately 5,133, representing
an increase of approximately 12.6% as compared with the record in 2016 and an increase of
approximately 10.0% as compared with the record in 2015, respectively.
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INDUSTRY AND REGULATORY OVERVIEW

Number of Sale and Purchase Agreements for Domestic Properties in Hong Kong and
the Respective Total Consideration from 2011 to 2017
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Note: These figures do not include sale of units under the Home Ownership Schemes, the Private Sector
Participation Scheme and the Tenants Purchase Scheme, except those after payment of premium.

Monthly Average Number of Residential Property Transactions in Hong Kong

2013 2014 2015 2016 2017

(Note)

Ist quarter 5,424 3,596 5,589 2,074 4,407
2nd quarter 3,814 5,337 5,164 4,567 6,297
3rd quarter 3,693 6,654 4,517 5,963 4,386
4th quarter 3,961 5,682 3,390 5,630 5,440
Full year 4,223 5,317 4,665 4,558 5,133

Note: The figures are released by the Land Registry in January 2018.

Source: Rating and Valuation Department of the Government of Hong Kong and The Land Registry of the
Government of Hong Kong
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INDUSTRY AND REGULATORY OVERVIEW

Completion of Private Residential Units in Hong Kong

The number of new private residential units completed in Hong Kong was decreasing
from 2012 to 2013. However, there was a significant increase of 90.4% in the number of
residential units completed in 2014 as compared to 2013.

According to the data extracted from the Rating and Valuation Department, the number
of residential units completed in Hong Kong increased to 14,595 units in 2016, representing
an increase of 29.4% from 2015, and it is expected there would be a further increase to
19,526 units in 2018.

Number of Private Residential Units Completed in Hong Kong from 2012 to 2018#
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Source: Rating and Valuation Department of the Government of Hong Kong

FURNITURE MARKET IN HONG KONG
Imports of Furniture and Parts into Hong Kong

Even though the value of imports of consumer goods and the monthly average number
of sale and purchase agreements decreased from 945,943 million in 2014 to 819,382 million
in 2016 and 5,317 million in 2014 to 4,558 million in 2016 respectively, the imports of
furniture and parts into Hong Kong still slightly increased from approximately HK$7,105
million in 2014 to HK$7,271 million in 2016, representing a CAGR of approximately
1.16%. The following table sets forth the imports of furniture and parts into Hong Kong
from years 2014 to 2016.

2014 2015 2016
Change in Change in Change in
HK$  percentage HK$  percentage HK$  percentage
(million) (%) (million) (%) (million) (%)
Furniture and parts 7,105 -0.6 7,483 5.3 7,271 -2.8

Source: Hong Kong Trade Statistics, Census and Statistics Department of the Government of Hong Kong
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INDUSTRY AND REGULATORY OVERVIEW

Sales of Home Furnishings in Hong Kong

According to the Euromonitor Report named “Home Furnishings in Hong Kong, China,
2017 edition”, sales of home furnishing in Hong Kong was approximately HK$13.1 billion
in 2016, an increase of 27.2% over 2011. Additionally, in the forecast period from 2017 to
2021, one of the key drivers for sales growth would be the shrinking of living space which
limits the amount of furniture consumers can buy. This in turn encourages them to turn to
compact yet multi-purpose furniture or custom-made furniture, which command high retail
prices.

Following the cooling measures and the expected increase in the supply of public and
private apartments, Euromonitor Report expects the increase in property prices to slow down
over the forecast period and consumers will be able to invest in new properties and renovate
their existing homes, notwithstanding very high property prices are likely to persist in the
forecast period. This will make home ownership even more difficult. Consequently, Hong
Kong residents will turn to smaller apartments which will impact the home furnishings
industry negatively. In view of above, home furnishings is expected to post a value CAGR
of 1% at constant 2016 prices over the forecast period from 2017 to 2021.

The following chart shows the actual and forecasted retail sales value of Home
Furnishing in Hong Kong between 2011 and 2021.

Sale of Home Furnishing in Hong Kong from 2011 to 2021E
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Source:  Euromonitor International Limited, Home Furnishings in Hong Kong, China, 2017 edition

The Group’s Market Share in Hong Kong

The Directors believe that the entry barrier for home furnishing industry in Hong Kong
is relatively low. The retail scene for furniture and furnishings is largely dominated by
domestic players, with many independent furniture and furnishing retailers throughout Hong
Kong. The products and service they offer vary from store to store. Some design and
manufacture their products locally or in the PRC, some also sell imported products and/or
offer services such as customising furniture based on specific customer requests.
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Based on the figures of retail sales value of home furnishing in Hong Kong in the
Euromonitor Report, the following table sets forth the market share of the top 3 players in
home furnishing (category includes mattresses, sofa sets and dining furniture etc.) sold
between 2014 and 2016:

Retail Sales Value (%)

Home Furnishing 2014 2015 2016
Company A 10.8% 10.7% 10.7%
Company B 9.9% 9.9% 10.0%
Company C 5.3% 5.3% 5.5%
Others 74.0% 74.1% 73.8%
Total Retail Sales Value (HK$ million) 12,089.1 12,636.7 13,138.3

Source: Euromonitor International Limited, Home Furnishings in Hong Kong, China, 2017 edition

As shown from the above data, the home furnishing industry in Hong Kong has the top
three market players collectively accounting for an approximately 26.0% of market share
throughout 2014 to 2016 in term of retail sales value. Company A was the largest brand
owner in home furnishing in Hong Kong in 2016 with a market share of approximately
10.7% of the home furnishing industry in Hong Kong, followed by Company B and
Company C, with a market share of approximately 10.0% and 5.5% respectively.

Company A is a global brand, based in the Netherlands. The brand has products across
most categories in the home furnishing such as home textiles, indoor furniture, lighting, and
others. Company B and Company C are based in Hong Kong, both engaged in production of
home furnishing products. Company B is engaged in production, wholesale and retail of
mattresses, pillows, bedding, sofas and other indoor furniture. Company C produces
mattresses, mattress pads, bed linens and spreads, pillow cases, quilts, and other home
furnishing products.

Based on the data of the retail sales value of the home furnishing in Hong Kong as
illustrated above, the following table sets forth the market share by our Group for the years
from 2014 to 2016.

Retail Sales Value
(HK$ million) Market Share
2014 2015 2016 2014 2015 2016

The Group (Note) 174.3 204.2 221.0 1.4% 1.6% 1.7%

Note: The calculation for years 2014, 2015 and 2016 is based on the Group’s revenue derived from the
sales of indoor home furnishing (including mattresses, sofa sets and dining furniture etc. and sales
through wholesale dealers) in Hong Kong for the three years ended 31 March 2015, 2016 and 2017
respectively.
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CURRENCY FLUCTUATION

We source our products from our overseas suppliers. Most of our purchases are
denominated and settled in foreign currencies mainly Euro, RMB and USS$. Both EUR and
RMB have been volatile during the past years. The following chart illustrates the average
exchange rate fluctuation of EUR and RMB against HK$ from years 2011 to 2017:

EUR/HK$ and RMB/HKS$ from 2011 to 2017
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Source: Census and Statistics Department of the Government of Hong Kong
Note: Figures are the averages of the daily closing middle-market rates for the respective period.

Fluctuation of EUR/HK$

Based on the figures above, from 2011 to 2014, the average exchange rate of EUR to
HKS$ stayed between EURI1 to HK$10.84 and EURI1 to HK$9.97. However, on 22 January
2015, European Central Bank announced an “expanded asset purchase programme”, where
EURG0 billion per month of euro-area bonds issued by central governments, agencies and
European institutions would be bought. As a result, the EUR to HK$ exchange rate dropped
significantly from an average of EURI1 to HK$10.3 in 2014 to an average of EURI to
HK$8.6 in 2015, representing a decrease of approximately 16.5%. After that, the average
exchange rate of EUR to HK$ remained at a relatively low level of EURI to HK$8.59 and
EUR1 to HK$8.80, in 2016 and 2017 respectively, but bounced back to EURI to HK$9.36
as at Latest Practicable Date.

Fluctuation of RMB/HK$

Based on the figures above, from 2011 to 2013, the RMB had continued to appreciate
against HK$ at a steady rate, from an average of RMBI1 to HK$1.207 in 2011 to an average
of RMBI1 to HK$1.263 in 2013. After that, it dropped slightly from an average of RMBI to
HK$1.263 in 2013 to an average of RMBI1 to HK$1.259 in 2014. From 2014 to 2017, it
further depreciated to an average of RMBI1 to HK$1.155 from an average of RMBI to
HK$1.264, but bounced back to RMB1 to HK$1.20 as at Latest Practicable Date.
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Please refer to the paragraph headed “We are exposed to foreign exchange fluctuation”
in the section headed “Risk Factors” to this prospectus for impacts of the fluctuation in the
exchange rates of EUR against HK$ and RMB against HK$ on the business of the Group.

Sources of Information

The Census and Statistics Department of the Government of Hong Kong is the
government department of Hong Kong Special Administrative Region which is responsible
for providing the statistics data on various domestics and international social and economic
aspects of Hong Kong.

The Rating and Valuation Department of the Government of Hong Kong is a
government department which is responsible to provide equitable valuation for the property
and authorised to collect rates and government rent in Hong Kong.

Euromonitor International Limited is an independent industry consultancy company.
The Company has made reference to the market research report issued by Euromonitor
International Limited named “Home Furnishings in Hong Kong, China, 2017 edition”.
Euromonitor International Limited has not been appointed as the industry research consultant
and cost for the Euromonitor Report and the cited analysis from Euromonitor International
Limited were US$891 and US$15,000 respectively, which were one-off payment and are not
contingent upon our successful listing or on any of the results provided within the
Euromonitor Report.

HONG KONG LAWS AND REGULATIONS

The following sets forth a summary of the major laws and regulations applicable to our
business in Hong Kong.

Consumer Goods Safety Ordinance

There are several pieces of legislation dealing with product safety requirements, the
most common one being the Consumer Goods Safety Ordinance (Chapter 456 of the Laws of
Hong Kong) (the “CGS Ordinance”). Under the CGS Ordinance, all consumer goods
(except those listed in the Schedule of the CGS Ordinance) must comply with the general
safety requirements or the safety standards and specifications prescribed by the Secretary for
Commerce and Economic Development of Hong Kong.

The CGS Ordinance imposes a statutory duty on manufacturers, importers and suppliers
to ensure that the consumer goods they supply are reasonably safe, having regard to all the
circumstances, including (a) the manner in which, and the purpose for which, the consumer
goods are presented, promoted or marketed; (b) the use of any mark in relation to the
consumer goods and instructions or warnings given for the keeping, use or consumption of
the consumer goods; (c) reasonable safety standards published by a standards institute or
similar body for consumer goods of the description which applies to the consumer goods or
for matters relating to consumer goods of that description; and (d) the existence of any
reasonable means to make the consumer goods safer. The CGS Ordinance also provides a
due diligence defence.
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Any person who sells unsafe goods commits an offence and is liable to a fine of
HK$100,000 and an imprisonment of one year on first conviction, and HK$500,000 and
two-year imprisonment on subsequent conviction. Those unsafe goods may be seized by the
Customs and Excise Department and other authorised officers.

Contractual Obligations and the Sale of Goods Ordinance

In Hong Kong, contracts for the sale of goods are governed by, among others, the Sale
of Goods Ordinance (Chapter 26 of the Laws of Hong Kong). The safety and suitability
requirements of the goods supplied are often treated as an implied term of the sale contract;
and that ordinance governs the meaning of certain implied terms or conditions and
warranties. The Control of Exemption Clauses Ordinance (Chapter 71 of the Laws of Hong
Kong) regulates civil liability and has an impact on the effectiveness of any terms in the
contract which seeks to avoid liability for breach of contract, negligence or other types of
breaches of duty. Both of these statutes seek to supplement the common law position and
provide further protection to consumers or users as contracting parties.

Trade Descriptions Ordinance

The Trade Descriptions Ordinance (Chapter 362 of the Laws of Hong Kong) deals with
mis-description of goods in general and it is to ensure the seller, in the course of business,
give an accurate description about the goods.

Under that ordinance a trade description includes but not limited to the quantity,
method of manufacture, production, processing or reconditioning, composition, fitness for
purpose, place of origin, person by whom manufactured, produced, and processed or
reconditioned. Pursuant to that ordinance, origin marking is not mandatory, but where such
marking is used, it must be accurate and not misleading. It is an offence under that
ordinance if the seller applies a false trade description to any goods or supplies or offers to
supply any goods to which a false trade description is applied or has in his possession for
sale or for any purpose of trade or manufacture any goods to which a false trade description
is applied. In addition, any person who imports any goods to which a false trade description
is applied commits an offence, unless he could prove that he acted without any intention to
defraud, and had no reason to suspect and could not with reasonable diligence have found
out that the goods are goods to which a false trade description is applied.
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HISTORY AND DEVELOPMENT

Our Company was incorporated in Hong Kong with limited liability on 27 June 2012
and became the direct holding company of our Group’s various subsidiaries on 21 February
2013.

The brand “Ulferts” has a history of more than 40 years in Hong Kong. Ulferts Far
East, the main operating subsidiary of our Group, was established in 1975. There has been
various changes to the shareholders of Ulferts Far East and in June 1988 its then holding
company, Hong Kong Daily News & Trading Holding Limited (together with its successor,
“HKDN”), became listed on the Main Board of the Stock Exchange (stock code: 147). As
disclosed in the prospectus of HKDN dated 16 May 1988, Ulferts Far East was established
initially to import and sell home furniture manufactured by a Swedish company which used
the trade name “Ulferts”, then expanded to retail of furniture imported from other countries
and then to wholesale under “Ulfenbo” brand.

On 9 May 1992, Golden Mountain Limited, a subsidiary of Bo Shing Holdings Limited
(“Bo Shing”) (which was renamed as Emperor (China Concept) Investments Limited on 30
December 1992 and now known as Emperor Entertainment Hotel Limited) which in turn was
a subsidiary of Emperor International, entered into a sale and purchase agreement to acquire
from the then controlling shareholders of Lolliman in aggregate approximately 16.9% of the
issued share capital of Lolliman Holdings Limited (“Lolliman”) at an aggregate
consideration of HK$102,500,000. As disclosed in the 1992 annual report of Lolliman,
Lolliman was then holding a 33.2% interest, representing the largest single shareholding, in
HKDN which in turn held 100% interests in Ulferts Far East and True Fair as well as a
property portfolio in Hong Kong and a 45% interest in an operation principally engaged in
the manufacture of sportswear apparel for international brand names and department stores
and chain stores throughout Europe. Upon completion of the acquisition, Emperor
International, through Bo Shing as well as the 32% interests in Lolliman it held at that time,
became interested in an aggregate of 49% interests in Lolliman. Lolliman, Bo Shing and
Emperor International were all public companies listed in Hong Kong at the material time.

In August 1993, Bo Shing and Emperor International disposed of all their interest in
Lolliman (renamed as Poly Investments Holdings Limited at that time) but Emperor
International acquired a 33.2% interest in HKDN through Bo Shing. In November 1994, Bo
Shing increased its shareholding in HKDN to 60.6%, thereby making Ulferts Far East and
True Fair indirect subsidiaries of Emperor International.

In February 1998, HKDN sold its entire interests in Ulferts Investment, which was then
the beneficial owner of the entire interests in Ulferts Far East and True Fair, to Emperor
International. Ulferts Far East and True Fair then became wholly-owned subsidiaries of
Emperor International.

Our Group became wholly owned by the AY Discretionary Trust on 30 March 2006
upon completion of a sale and purchase agreement entered into in September 2005 between
Joybridge Services Limited, a wholly-owned subsidiary of Emperor International, and
Emperor Assets (then known as Gain Wealth Investments Limited), a company indirectly
owned by the AY Discretionary Trust at the time. Pursuant to this agreement, Joybridge
Services Limited agreed to sell to Emperor Assets its interests in Profit Noble Holdings
Limited which was then the holding company of Ulferts Investment and owned several
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businesses, including our Group, at the aggregate consideration of approximately HK$106.3
million, representing the then consolidated net asset value of Profit Noble Holdings Limited
and its subsidiaries and the book value of all shareholder’s loans owing by Profit Noble
Holdings Limited to Joybridge Services Limited.

On 27 June 2012, the Company was incorporated in Hong Kong and one subscriber
share was allotted and issued fully paid to Ulferts Holdings.

On 21 February 2013, pursuant to an internal reorganisation, the Company acquired the
entire issued share capital of Ulferts Investment from Emperor Assets at a consideration of
HK$6,065,275.58 which was based on the net assets value of Ulferts Investment as shown in
its unaudited management accounts as at 31 January 2013 and settled by Ulferts Holdings in
return for the Company allotting and issuing, credited as fully paid, 99 Shares to Ulferts
Holdings.

BUSINESS AND SUBSIDIARIES ACQUIRED DURING TRACK RECORD PERIOD

On 24 July 2014, Eurodecor (then known as Super Nation Limited), a wholly owned
subsidiary of the Company, as purchaser entered into a sale and purchase agreement
(“Eurodecor Acquisition Agreement”) with Eurodecor Furniture (Hong Kong) Limited
(“Vendor”) as vendor, Wong Sek Yuen Peter as the vendor guarantor and Ulferts Far East as
the purchaser guarantor whereby the Vendor agreed to sell to Eurodecor the business of sale
of furniture and accessories carried on by the Vendor under the trade name “Eurodecorffi5t”
(“Eurodecor Business”) as a going concern, at the consideration calculated based on the
agreed value of the stock less certain agreed expenses. The consideration paid by Eurodecor
amounted to HK$2,093,253.

In order to take up, through the acquisition of Eurodecor Holdings, the tenancy of the
premises in which the Eurodecor Business has been operating, i.e. the same premises as our
“Eurodecor” shop now, Eurodecor also entered into a sale and purchase agreement dated 29
August 2014 (“Eurodecor Tenant Acquisition Agreement”) with Super Active Profits
Limited and Tonezone Development Limited as vendors and Wong Sek Yuen Peter as vendor
guarantor for the entire issued share capital of and the shareholder’s loan due to Super
Active Profits Limited by FEurodecor Holdings at the aggregate consideration of
HK$660,000, being the shareholders’ equity of Eurodecor Holdings.

Both the Eurodecor Acquisition Agreement and FEurodecor Tenant Acquisition
Agreement have been completed on 2 September 2014.

On 7 August 2015, Ulferts Investment acquired 2 shares in Glory Wish (being all the
issued shares of Glory Wish) from Emperor Watch & Jewellery (HK & Macau) Holdings
Limited, a wholly-owned subsidiary of Emperor W&J, and all shareholders’ loans due by it
in the sum of HK$35,238 at the aggregate consideration of HK$1,500. At the time of its
acquisition by Ulferts Investment, Glory Wish has no business or activity and was acquired
by our Group as the vehicle for holding the tenancy for a retail store.

On 9 September 2015, Ulferts Investment acquired a ready-made shelf company, Rich

Ascent, from a secretarial service provider as the vehicle to hold the tenancy for a retail
store.
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MILESTONES

The following set out various milestones of the evolution of our Group into the present
operation.

Year Milestone

1975 Establishment of Ulferts Far East, the main operating subsidiary of
our Group, as a single brand furniture retailer

1980 Diversified into multi-brand furniture retailer

1982 Registration of “Ulfenbo” trade mark in Hong Kong

1986 Acquired wholesale operation

1990 Registration of “Ulferts” trade mark in Hong Kong

2003 Set up Special Projects division for custom-made projects for

corporate customers

Mid 2014 Commenced retail of “Ulfenbo” products through Dormire specialty
stores and roadshows

Aug 2014 Established visual merchandising department

Sep 2014 Acquisition of “Eurodecor” business

Apr 2015 Established dedicated training team

Dec 2015 Launching of “Ulfenbo” product line for pillow and bedding

accessories

4th quarter Launching of online sales channel on “Ulfenbo” website and HKTV
2016 Mall

1st quarter Launching of online sales channel on “Ulferts” website
2017

Reorganisation

By a written resolution of our sole Shareholder, Ulferts Holdings, dated 3 July 2017,
the Share Subdivision was approved and each of the 100 Shares then in issue became
subdivided into 6,000,000 new Shares pursuant to section 170(2)(e) of the Companies
Ordinance.

Immediately following the Share Subdivision, the total number of issued Shares
became 600,000,000 Shares, all of which are held by Ulferts Holdings.

On 8 January 2018, our Company was converted to a public company with limited
liability by a written resolution of our sole Shareholder, Ulferts Holdings, dated 8 January

2018.

The corporate and shareholding structure of our Group as at the Latest Practicable Date
and immediately after completion of the Share Offer are set out below.
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BUSINESS

OVERVIEW

Our Group is principally engaged in retailing of furniture in Hong Kong under the
trade name “Ulferts”. We have a history of more than 40 years and are one of the
domestically well-known retailers of modern contemporary style furniture targeting the
middle to high income customers group. As at the Latest Practicable Date, we have 6 stores
in Hong Kong under the name “Ulferts”. In September 2014, we acquired the furniture retail
business under the name “Eurodecor”, which has one shop focused on retail of Italian
custom-made quality furniture.

We also have our self-owned brand of “Ulfenbo” products, including mattresses and
then of sofas, sofabeds, adjustable beds and other ancillary items like pillows, mattress
toppers and mattress protectors. For more than 25 years the “Ulfenbo” mattresses and then
sofas have been mainly sold through a wide network of dealers in Hong Kong under our
wholesale arm. Since May 2014 we also retail them in our “Dormire” stores, in department
store counters and roadshows we held from time to time.

In addition to and as a complementary business to our retail and wholesale business,
we have a special projects division which takes on furniture related projects primarily for
corporate customers. Services include design, procurement and installation of customised
furniture, fitting out and furniture package of show flats for property developers and supply
of furniture and mattresses for hotels, as well as consultancy and liaison services for
furniture manufacturers in the PRC. We call this line of business “Special Projects”.

The following table sets forth the revenue attributable to each of the retail, wholesale
and Special Projects business of our Group:

Year ended 31 March Five months ended 31 August
2015 2016 2017 2016 2017
% of % of % of % of % of
HK$°000  revenue HK$'000  revenue HK$'000 — revenue HK$'000 — revenue HK$'000 — revenue
(Unaudited)

Retail 159,703 88.1 190,475 90.7 207,859 92.6 73,656 93.3 85,231 91.8

Wholesale 14,586 8.0 13,750 6.5 13,138 5.9 5,061 6.4 5,115 5.5
Special

Projects 7,058 3.9 5,845 2.8 3,334 1.5 257 0.3 2,504 2.7

Total 181,347 100.0 210,070 100.0 224,331 100.0 78,974 100.0 92,850 100.0

We source a wide variety of furniture from Europe and Asia (including the PRC),
taking into account the trend in furniture and interior design and focus on our sales
strengths. We believe that the key competitive strengths which distinguish ourselves are our
long operating history with strong brand recognition and our experienced management team
with in-depth knowledge of the furniture retail industry. We have a strong purchasing team
which helps source stylish and quality products, a trained sales team to generate sales and
an attentive customer service and technical team, supported by staff from other teams as
appropriate, to provide after sales service to our customers. We believe that our strengths
have made us one of the established furniture retailers in our target segments in Hong Kong.
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OUR COMPETITIVE STRENGTHS

We believe our success and the potentials for future growth are attributable to our
competitive strengths which include the following:

Long history of operation and brand recognition

Our Group has been a retailer of contemporary style imported furniture in Hong Kong
for over 40 years. Our business objective is to supply high quality, stylish, affordable luxury
furniture for our customers to build their ideal and inspirational home. With our long history
in the furniture retail industry in Hong Kong, we understand the needs and preferences of
customers in Hong Kong, both families and individuals, in their choice of furniture for
homes. We have been continuously offering our customers high quality products and service
and have developed a strong brand reputation for selling high quality furniture. In
recognition of our strong reputation in the industry, our “Ulferts” brand was awarded
“Superbrands” by Superbrands Hong Kong as early as 2002-2003 and the Market Leadership
Award in Furniture Retail by the Hong Kong Institute of Marketing in 2016. Together with
our marketing strategies in local television commercials, newspapers, magazines, social
media and other ad hoc promotional and customer relationship activities such as wine tasting
and painting exhibition, which aim at building a high class, stylish and leisurely image for
the “Ulferts” brand, we have created a strong awareness of the “Ulferts” brand in Hong
Kong. We believe that our long history of operation and strong brand recognition in Hong
Kong are valuable assets of our Group.

A diversified portfolio of products and full range of services to meet customers’ needs

We offer a wide variety of furniture products, including sofas and other furniture items
such as cabinets, dining tables and chairs, wardrobes, coffee tables and sideboards which we
source from different suppliers mainly from Europe and some from Asia (including the
PRC). Other than the high end contemporary style furniture targeted at the middle to high
income group sold in our “Ulferts” stores and “Eurodecor” shop, we also have mattresses,
sofas, sofabeds, adjustable beds and ancillary bedroom products such as pillows, mattress
toppers and mattress protectors under our own “Ulfenbo” brand. In addition, the “Ulferts”
stores have been continuously expanding its product portfolio to include accessories such as
paintings, carpets and other decorative items. We believe that the wide variety of products in
different styles and price range offered by our Group will enable us to enlarge our customer
base and expand our market share.

Strategic location of retail stores

As at the Latest Practicable Date, our “Ulferts” stores are strategically situated in
Kowloon Bay, Shatin, Tin Hau, Whampoa, Yuen Long and Kornhill. These stores are all
conveniently located in mature markets of our target customer base of the mid to high
income group. Some of them are situated in upscale or major shopping malls with high
customer traffic, while our “Eurodecor” shop is located in Happy Valley, the area known for
concentration of high-end furniture shops.
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Ability to enhance customers shopping experience

We believe that providing patrons of our retail stores with a pleasurable shopping
experience enhances our sales. The expansive space of our “Ulferts” stores enables us to
display a wide spectrum of products, and customers can benefit from being able to see the
actual furniture, feeling its texture and colour tone and, for sofas and chairs, trying them
out, which we believe is critical to a customer’s purchase decision. The ambience, setting
and placement of the furniture in our “Ulferts” stores have all been tailor-designed by a
dedicated display team for harmonious, home-like comfort to enhance our customers’
shopping experience and provide them with inspiration for furnishing their homes. Our
salespersons in the stores are trained in product knowledge as well as sales skill and can
offer customers advice on their purchasing needs. Our efforts have received public
recognition in the 2015, 2016 and 2017 Service and Courtesy Awards organised by the Hong
Kong Retail Management Association. The service and courtesy awards we and our staff
received are set out in the sub-section headed “Awards and Recognitions” in this section of
this prospectus.

Flexibility in sourcing from different suppliers

The furniture products offered by our Group were imported from Europe and Asia
(including the PRC) from different suppliers. During the Track Record Period, over 50
brands were offered for sale in our retail stores. Our procurement team attends regularly
various major international furniture trade exhibitions to source supplies, look for potential
new furniture suppliers and catch up with the latest information in the industry and market
trends. To avoid over-reliance on any particular supplier and to maintain flexibility in the
choice of products, we are not bound by any exclusive distribution or long term agreement
with any suppliers. We believe such approach enables us to introduce a wide spectrum of
products with different designs and styles to the market to cater for different customer
preferences so as to maintain our competitiveness.

Long term relationship with various furniture suppliers

Although we have not entered into any long term agreement with any of our suppliers,
with over 40 years’ history in the furniture retail industry, we have built up a long standing
relationship with a group of reliable brands, such as Domicil, Himolla, Gamma, Kristalia
and Nicolettihome, which are recognised for their high-quality and stylish design of
furniture and many of whom we have established business relationship for not less than 10
years.

As for products under our “Ulfenbo” brand, we have outsourced the production process
to manufacturers in the PRC, Taiwan, Vietnam and Malaysia. Although we have not entered
into any long term agreement with any of these suppliers, the majority of them have been
our suppliers of “Ulfenbo” products for more than five years and some of them over 10
years.

The long standing relationship with suppliers enable us to offer a reliable supply and
maintain a steady and consistent quality standard for our products.
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Stock availability and timely delivery

In addition to having retail stores with expansive space which enabled us to put up a
wide spectrum of products for display, we also have a sizeable warehouse in Hong Kong
which allowed us to stock up on the products on offer and customers will be able to receive
delivery of the products within a short time of their purchase. We believe that such
convenience, as opposed to retailers which could only take indent orders for the majority of
their European imported furniture with delivery time of up to four to six months, greatly
enhances our sales.

An experienced and committed management team

We have a strong management team that possesses extensive management skills,
operating experience and solid industry knowledge and expertise. For example, Mr. Ricky
Ng, our chief executive officer and one of our Directors, has over 20 years of retail
management experience, Ms. Ivy Mok has been our chief operating officer for six years and
before that she has over 10 years of experience in corporate management and business
experience in various industries, and Mr. Tam Kim Ching, Joseph, our sales director and
head of our procurement department, has over 33 years’ experience with us. The average
length of service of our senior management and supervisory staff with our Group amounted
to over 10 years. We benefit from the extensive network of contacts in furniture industry
maintained by our senior management, which has enabled us to understand the market trends
and develop strong business relationship with our key suppliers. They also collaborate
closely with the operation teams in executing our Group’s business plans. We believe that
the commitment of our management team has been one of the key factors to our success and
a competitive edge in our continuing expansion.

OUR BUSINESS STRATEGIES

With the growing number of residential units and new residential developments in
Hong Kong, and consumers who are increasingly conscious of quality and status, we believe
there will be growing demand for quality furniture in Hong Kong. Our goal is to consolidate
our market position in the furniture retail business in Hong Kong and strengthen our
competitiveness to strive for sustainable growth. To achieve this, we aim to focus on the
following strategies:

(1) Expand mid-range customer segment by launching of the new concept under
“@Home” brand or new brand retail stores

While “Ulferts” and “Eurodecor” shops target mainly at the more mature furniture
buyers at the middle to upper income segment and “Ulfenbo” products are mainly focused
on mattress and bedroom related products, we believe there is a demand for small and
compact furniture by new families. According to the Euromonitor Report, in the forecast
period from 2017 to 2021, one of the key drivers for sales growth would be the shrinking of
living space, and that this in turn encourages consumers to turn to compact yet
multi-purpose furniture or custom-made furniture. Government statistics also shows a
gradual growth in median monthly income for domestic households and the number of
mid-range domestic households in Hong Kong. For details, please refer to the sub-section
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headed “Sales of Home Furnishings in Hong Kong” under the section headed “Industry and
Regulatory Overview” of this prospectus. The Group therefore intends to diversify into
furniture more catered to apartments which are below 500 square feet to capture such market
opportunity.

We have explored the concept by opening a shop-in-shop area in the Cyberport
“Ulferts” store, under the name “@Home”, and have been looking for suitable leasing space
for opening stores for this concept. “@Home” was the brand for retail stores we have in the
past for retailing furniture targeting the younger generation and smaller homes, the last one
of which closed in 2012 on expiration of the tenancy. The previous “@Home” operation
then ceased due to difficulty in locating suitable premises at that time and was shelved when
the last chief executive officer retired. Historical sales volume of the last “@Home” retail
store contributed only less than 4.4% of our Group’s sales volume for the financial year
ended 31 March 2012. Past performance of the last “@Home” store would not therefore be
indication of the future performance of the new “@Home” or new brand stores.

For this proposed expansion into the mid-range customer segment, our management
will consider whether to open the retail stores under the “@Home” label or a new brand. In
determining whether it will be launching the new concept under the “@Home” brand or a
new brand, we will take into consideration the brand awareness for “@Home”, its goodwill,
the extent customers’ perception of the brand matches with the mid-segment concept, as well
as the expenditure and efforts involved in promoting the “@Home” brand versus a new
brand.

The target customers of the “@Home” or new brand stores are newly married couples
and young families but still of the middle income group. The products will be mostly fabric
2-seater sofas, dining tables and chairs and sitting room furniture, with limited bedroom
furniture, to be imported mainly from Asia (including PRC) with some to be imported from
Europe too. We still aim to provide high quality, although more simplicity and functional,
furniture in these stores, which will be furnished in a trendy and stylish way. These new
stores will also carry more home accessories products such as photo frames, artificial plants,
vases and small ornaments etc.. We will also extend our professional delivery services and
comprehensive and timely after sales-services to customers of these new stores.

Due to the smaller sizes, materials used and place of origin of those products, the price
range and costs will be lower than those products sold in “Ulferts” stores. The cost structure
will also be essentially similar to that for “Ulferts” sales given that we also intend to
operate the “@Home” or new brand stores in the form of chain stores in major shopping
malls. The store size will be around 2,500 to 3,000 square feet with not more than 5 sales
staff each. The operating scale of these stores will therefore be relatively smaller than the
“Ulferts” store in terms of lower cost of purchase, rental and staff.
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The following table sets forth the expected price ranges and costs of sales of the major
products that we are planning to sell in the “@Home” or new brand stores:

Expected price range  Expected cost of sales

Types of products Lowest Highest Lowest Highest
HK$ HK$ HK$ HKS$

Furniture
Sofa 4,250 15,000 1,700 6,000
Dining table and chair 1,000 3,750 400 1,500
Coffee table 1,000 2,500 400 1,000

Home accessories
Tableware, lamp, vase, planting
and other accessories 250 6,500 100 2,000

We have been able to achieve a gross profit margin comparable to the “Ulferts” stores
for the Cyberport “@Home” shop-in-shop. Our Directors believe that we will be able to
maintain a similar gross profit margin for the new “@Home” or new brand retail stores.

Since the “@Home” or new brand stores are differentiated from the “Ulferts” stores in
terms of target segment, products and price positioning, the Directors believe that there will
be no cannibalization between the “Ulferts” store and the “@Home” or new brand stores.

Although the furniture retailing industry in Hong Kong is fragmented and unstructured,
and highly competitive with numerous players of various business scales, including large scale
chain stores, we believe we would be able to leverage on the “Ulferts” reputation and our
experienced and committed management team and gain a foothold in this segment and
compete effectively with the competitors.

We plan to open at least three such stores of around 2,500 to 3,000 square feet each in
the 24 months following the Latest Practicable Date, with the first store to be opened in the
second quarter of 2018, the second store in the fourth quarter of 2018 and the third store in
the third quarter of 2019. It is currently planned that one store will be located in Kowloon
and one in the New Territories and the location for the third one will be decided after the
first two come into operation. These stores are targeted to be opened in middle range and
large scale regional malls with new property developments in the area. Approximately
HK$30.0 million of the net proceeds from the Share Offer is intended to be used for paying
the related capital expenditure, rental deposit and miscellaneous expense, which is planned
to be spent between March 2018 and May 2019, among which approximately HKS$1.5
million and HK$5.4 million are expected to be capitalised for the year ending 31 March
2018 and 2019 respectively, and the relevant additional depreciation charge of approximately
HK$nil and HK$1.6 million are expected to be incurred for the year ending 31 March 2018
and 2019 respectively. The expected breakeven period (refers to the time required for the
retail store’s accumulated revenue to equal to its accumulated direct expenses (excluding
depreciation)) (“Breakeven Period”) for each of these stores ranges from six to eight
months. The expected payback period (refers to the time required for the retail store’s
accumulated revenue to cover its accumulated direct expenses (excluding depreciation) as

— 65 —



BUSINESS

well as its capital expenditure) (“Payback Period”) for each of these stores ranges from 13
to 18 months, which is estimated after taking into account the estimated capital expenditure
for each stores of approximately HK$3,000,000 and the operating profit to be generated after
considering i) the planned gross profit margin of 66% and ii) estimated operating expenses
of the stores including rental and staff cost with reference to the size and location of the
stores. As at the Latest Practicable Date, there is no capital or rental commitments in
relation to the opening of such stores.

(2) Enhancement of Ulfenbo sales channels and brand awareness

As disclosed in the section headed “Financial Information — Retail” of this prospectus,
our revenue derived from retail sales of “Ulfenbo” products in the “Dormire” stores has
experienced an upward trend which doubled from approximately HK$1.0 million for the year
ended 31 March 2015 to approximately HK$2.0 million for the year ended 31 March 2016
and further increased to approximately HK$3.9 million for the year ended 31 March 2017.
We therefore plan to open three to five additional “Dormire” specialty stores of between 500
to 1,000 square feet each or department store counters of between 150 to 250 square feet
each for selling “Ulfenbo” products to raise brand awareness and market share for “Ulfenbo”
products. Possible locations include areas such as Tuen Mun, Yuen Long and Ma On Shan.
As disclosed in the paragraph headed “Retail Stores” in this section below, selection criteria
for these stores are based on factors such as population density, customer traffic and
transport convenience. We plan to have two stores opened in the second and third quarters
of 2019 and the rest in the following 18 months. The estimated capital expenditure,
Breakeven Period and Payback Period of the first two stores are approximately HK$500,000,
14 months and 26 months respectively. The amount of capital expenditure and payback
period of the other new stores can only be assessed when the planned opening time has been
ascertained. We also plan to undertake brand building campaigns for “Ulfenbo” products and
“Dormire” stores. In total, approximately HK$9.0 million of the net proceeds from the Share
Offer is intended to be used for paying such expenses, which is planned to be spent within
the next two financial years. As at the Latest Practicable Date, there is no capital or rental
commitments in relation to the opening of such “Dormire” stores.

(3) Upgrade our Group’s information technology system

We plan to upgrade our Group’s information technology system, including the existing
ERP and CRM systems, and enhance our accounting system to interface with the ERP
system for more efficient financial reporting and analysis, as well as to facilitate cultivation
of customer loyalty and thus strengthen our customer base. Approximately HK$5.0 million
of the net proceeds from the Share Offer is intended to be used for paying such expenses,
which is planned to be spent before 31 March 2020. As at the Latest Practicable Date, there
is no commitment in relation to such upgrade.

(4) Exploring expansion opportunities
We are continuously exploring market potentials and may open one more “Ulferts”
store to further strengthen the presence of the retail chain. We will also explore

opportunities for acquiring businesses which have synergy effect with the existing business
of our Group, such as business operations focusing on home accessories, tailor-made
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furniture and kid’s furniture. The selection criteria for potential target include business
operations with product offering, sales channels or target customer segments complementary
to our business operations or which can enhance our operation efficiency.

We plan to deploy approximately HK$8.0 million of the net proceeds from the Share
Offer for such purpose should suitable opportunities arise. As at the Latest Practicable Date,
there is no concrete plan for the opening of such new store and no acquisition target has
been identified yet.

(5) Reinforce our brand recognition by marketing promotion

We will continue to reinforce our brand recognition by conducting marketing and
promotional activities to enhance our brand image and promote our products. In addition to
in-store marketing and promotion events, we intend to continue promoting our brands and
products through various media such as newspapers, magazines, television, outdoor
advertising media, social media and website on regular basis. We also plan to undertake
sponsorship of events from time to time when suitable ones arise and hold promotion events
and invite artistes as guests and may be brand representatives. These marketing and
promotion activities will strengthen awareness of our products and fortify recognition of our
brands, thereby enabling us to capture the potential target customer groups and increase our
overall market share.

(6) Continue to retain and recruit talents in the industry

In order to enhance our competitiveness and ability to respond quickly to market
changes, we intend to recruit and retain talented employees across all aspects of our
business. We expect to recruit at least one experienced salesperson with at least 5 years’
relevant experience and 4 junior salespersons for each new “@Home” or new brand store,
and one to two salespersons for each new “Dormire” store. Moreover, we plan to continue to
provide training to our employees so as to enhance their knowledge in various aspects of our
business including sales technique, retail management, customer service, product knowledge
and interior design. We believe such training will strengthen our employees’ sense of
belonging to our Group and maximise their potential talent and our Group will also in turn
benefit from their contribution.
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BUSINESS FLOW

The following diagrams illustrate respectively the general business flow for our major
business streams of retail and wholesale:
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Procurement

We source products for our retail sales under “Ulferts” and “Eurodecor” from furniture
suppliers most of whom are located in Europe. We do not have any manufacturing plant or
facilities. Attending various furniture exhibitions and fairs is one of the major means for our
understanding of the market trend, maintaining our relationship with existing suppliers,
getting to know potential new suppliers, sample evaluation of new product’s designs or
workmanship of both existing and new suppliers, and sourcing of product supply. Such
market study, together with periodic analysis of our sales and inventory level by our
management form the basis for our procurement plans for furniture products. We also place
orders for products on ad hoc basis upon customer order for items not in stock or with
customer’s specifications.

In relation to the “Ulfenbo” products, we outsource the production process to
Independent Third Party manufacturers while we concentrate on their sales and marketing.
Similarly, for our Special Projects which involve custom made furniture, we also outsource
the manufacturing process to Independent Third Party manufacturers. We will also benefit
from such outsourcing by avoiding the potential operations and financial risks associated
with manufacturing and capital expenditure on production facilities.

Our long established relationships with our suppliers provide us with a reliable source
of furniture supply with assured quality. During the Track Record Period and as at the Latest
Practicable Date, we have not experienced any material disputes or litigation or arbitration
proceedings, whether pending or threatened, with our suppliers.
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Sales Channels

We mainly sell our products by way of direct sales in our retail stores. As at the Latest
Practicable Date, we have 6 retail stores under the “Ulferts” brand and one retail shop under
the “Eurodecor” brand for retail of furniture, as well as 7 specialty stores under the name of
“Dormire” for retail of “Ulfenbo” products.

ﬁ B
0

New Territories

9 Ulferts DORMIRE ' Eurodecor
- U1. Kowloon Bay - D1. North Point - Happy Valley

- U2. Whampoa - D2. Lok Fu

- U3. Tin Hau - D3. Ngau Tau Kok

- U4. Kornhill - D4. Tseung Kwan O (MCP Central)

- U5. Shatin - D5. Tseung Kwan O (PopWalk)

- UB. Yuen Long - D6. Tsuen Wan

- D7. Wo Che
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During the Track Record Period, we also have counters at department stores and held
roadshow sales for “Ulfenbo” products from time to time at various department stores and
shopping malls. Many ‘“Ulfenbo” products are also sold through a distribution network
comprising, throughout the financial years ended 31 March 2015, 2016 and 2017, about 250
dealers one of whom is in Macau and all others in Hong Kong. Most of these dealers are
furniture shops or companies which provide furniture and/or furnishing design services.

In the last quarter of 2016 we commenced on-line sales through our own “Ulfenbo”
website and through HKTV mall, and in the first quarter of 2017 we launched on-line
shopping in our “Ulferts” website too.

For our Special Projects business, we have a business development team which is
responsible on the one hand for liaising with suppliers on product design, specifications and
quotations and on the other hand for preparing and finalising quotations to customers or
tenders.

Marketing

Other than visual merchandising of the products by displaying at our retail stores, we
conduct extensive marketing and promotional activities, including in-store displays, social
media engagements, engaging the local mass media through advertisements on television and
in newspapers and magazines, outdoor billboards and signages, sponsoring of various social
community events and hosting of customer relationship activities and public relation events.

We carried out periodic discounts such as seasonal sale, annual sale and stock
clearance sale, as well as joint promotions with banks and reward programme such as Asia
Miles.

For Special Projects, our business development team prepares promotion materials
targeting different sectors of corporate customers such as property developers, hotels and
food and beverage outlets and public institutions.

Existing Stock Offer and Pre-order

We have warehouse facility in Tuen Mun keeping stock of many of the products for
sales fulfilment, thereby reducing the waiting time between purchase by customers and
product delivery. For some brands, customers can also place orders for items not in stock.
Many of the products offered in our “Eurodecor” shop can also be ordered in different
specified configurations, colours or materials which customers can choose according to their
preferences and we will place orders with the suppliers after customers confirmed their
orders with us.

Delivery
After the products we ordered arrived at the Hong Kong port, we will arrange for their
delivery to our warehouse. Our team at the warehouse would stock up the products first and

then organise those for delivery to our customers to fulfil orders and to retail stores for
display. We have our own delivery team which has 17 full time staff as at the Latest
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Practicable Date. In addition, during the Track Record Period we have entered into service
agreement with one logistic service provider whose delivery team is required to wear our
Group’s uniform when performing the delivery service and we have also engaged two other
logistics teams for delivery of “Ulfenbo” products. The combination of our own logistics
team and the outsourced teams enable us to deliver products to our customers on a timely
basis. Furniture on-site installation services will be provided where applicable by our
in-house delivery team. We also offer supplementary services such as collection and disposal
of old furniture when delivering the products to our customers.

For “Ulfenbo” products we may also, at the request of our dealer, deliver the products
to the end customer directly at our prevailing charges. Products under Special Projects are
either delivered to the customers by our delivery team or we may arrange delivery from our
suppliers to our corporate customers directly.

After-sales Services

We emphasise quality and efficient after-sales services to our customers as an essential
element for maintaining our business reputation. For products sold through “Ulferts” and
“Eurodecor” we offer on-site inspection should there be any complaint from customer of
products delivered, which will be undertaken free of charge within the first year of delivery.
For “Ulfenbo” products, we provide warranties on the coil system, electric motor and metal
elastic hinges of mattresses, sofas and adjustable beds, and depending on the product series,
varying maintenance services and replacement offerings are offered according to the length
of time the product has been purchased at our prevailing service charge.

After the applicable warranty period, we also provide repair services to our customers
on special request subject to payment of our prevailing service charge.

OUR BRANDS
“Ulferts”

Our major retail sale of furniture in Hong Kong is marketed under the trade name
“Ulferts”. Ulferts Far East has been using the name “Ulferts” for marketing products it
sourced since 1976. The “Ulferts” brand has been awarded “Superbrands” by Superbrands
Hong Kong as early as 2002 and was awarded Market Leadership Award in Furniture Retail
by the Hong Kong Institute of Marketing in 2016.

The “Ulferts” brand represents a place where customers can shop for high quality
contemporary style imported furniture. To enhance the image of good quality lifestyle and
living standard, our interior design for “Ulferts” retail stores aims to impart a stylish and
cozy ambience. Our marketing for “Ulferts”, such as television, magazine commercials and
customer relationship activities like wine tasting and hosting of painting exhibition as part of
the Bellissima Italia event, were all targeted at building and reinforcing such image.

The revenue derived from sales from the “Ulferts” stores accounted for approximately

82.7%, 79.4%, 80.9% and 79.1% of the total revenue of our Group for the financial years ended
31 March 2015, 2016 and 2017 and the five months ended 31 August 2017, respectively.
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We have registered the trademark “Ulferts” with the Trade Marks Registry in Hong
Kong since 1990. In addition, by a deed of assignment dated 29 June 1991, Propiedades
Costa Del Sol S.A. (“Assignor”), a company incorporated in the BVI, assigned the “Ulferts”
trademark and trade name, including the goodwill attaching to the trademark and all
statutory and common law rights, to True Fair. In the deed of assignment, True Fair
warranted to the Assignor that it will not use the trademark or trade name in Sweden, the
rest of Europe, the United States of America, Mexico and Canada or on any products in
competition with I.LE. Ekornes A/S and its Swedish subsidiary Ekornes Tibro AB. Other than
the above restrictions, there was no other limitation on the usage nor is there any expiry
period or termination clause or other restriction or reservation contained in the said deed of
assignment. During the Track Record Period and up to the Latest Practicable Date, we have
not received any claims that we have been in breach of any of the above restrictions.

The Assignor is an Independent Third Party who is not connected with our Group, our
Controlling Shareholders, our Directors or their respective associates. As such deed of
assignment was entered into more than 25 years ago by the previous management and
owners of our Group prior to the take-over by Emperor International in 1992, the current
management of our Group are unable to trace the circumstances that led to the entering into
of this deed.

In any event, our Group has obtained registrations of the “Ulferts” trademark in Hong
Kong, Macau and the PRC. Please refer to the section headed “Further information about
our business — Intellectual property rights” in Appendix IV to this prospectus for further
details of these trademarks. Although the trademarks and logo of “Ulferts” are still being
used by another business in the US and Canada, such business is not connected with our
Group, and neither do any of our Controlling Shareholders, Directors or their respective
associates has or has had interest in such business. We consider that the use of the “Ulferts”
trademark and trade name by another business in the US and Canada is unlikely to cause
confusion that their business is related to our Group, since our Group has no presence in the
US or Canada and our customers are mainly located in Hong Kong.

“Ulfenbo” and “Dormire”

We established the “Ulfenbo” brand for over 30 years. It is our products brand for
mattresses, sofas, sofabeds and adjustable beds and also ancillary bedroom items such as
pillows, mattress toppers and mattress protectors, the manufacturing of which we outsource
to Independent Third Party manufacturers according to our specifications. The “Ulfenbo”
brand has been awarded “Hong Kong Top Brand Mark” under the Hong Kong Top Brand
Scheme organised by The Chinese Manufacturers’ Association of Hong Kong and Hong
Kong Brand Development Council for 2014 to 2018 consecutively. “Ulfenbo” products focus
on the mass market need for quality sleep at affordable prices. Under the “Ulfenbo” brand
we sponsored events such as Super Kids Championship and Streetathon, which reached out
to different sectors of consumers in Hong Kong.

Since May 2014 we started operating “Dormire” specialty stores for retail of “Ulfenbo”

products. The “Dormire” stores are typically compact in size and is designed to create a
more casual and relaxing environment.
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During the Track Record Period, the aggregate revenue derived from the retail and
wholesale of “Ulfenbo” products accounted for approximately 10.9%, 13.2%, 13.7% and
15.7% of our Group’s total revenue for the financial years ended 31 March 2015, 2016 and
2017 and the five months ended 31 August 2017, respectively.

“Eurodecor”

In September 2014 we acquired the furniture retail business in Happy Valley under the
name “Eurodecor”. It has a history of over 25 years and focuses on the retail of upmarket
custom-made furniture mainly imported from Italy.

During the Track Record Period, the revenue derived from sales from “Eurodecor”
accounted for only approximately 1.8%, 3.9%, 3.6% and 2.3% of our Group’s total revenue
for the financial years ended 31 March 2015, 2016 and 2017 and the five months ended 31
August 2017, respectively.

OUR PRODUCTS

Our products can be broadly divided into three categories: mid to high end retail
furniture for sales in the “Ulferts” and “Eurodecor” stores, mattresses, sofas, sofabeds,
adjustable beds and ancillary bedroom items under our self-owned label “Ulfenbo” for the
mass market, and custom-made furniture for customers on project basis.

Retail Furniture

We principally operate retail stores under our brand “Ulferts”, offering large range of
furniture products, from leather sofas, dining tables and chairs, wardrobes and cabinets to
beds, which were imported from various furniture suppliers mainly from Europe and some
from Asia (including the PRC). It is our existing practice for procurement to obtain
certificates of origins for products purchased from our European suppliers.

During the Track Record Period, we were the retailer of over 50 furniture brands under
the trade name “Ulferts”, some of which are international brands such as Domicil, Himolla,
Gamma, Kristalia and Nicolettihome. Products for sale in “Ulferts” retail stores are very
diversified and could be categorised into different collections by functions such as living
room collection which included leather sofas, coffee table, console, wall cabinets, TV
cabinets and vitrine, dining room collection which included dining tables and chairs and
sideboards, bedroom collection which included beds, mattresses, wardrobes, night table,
dresser and chest of drawers and study room collection which included desks and shelves.
As the “Ulferts” brand is targeted at the middle to high income group consumers, the
furniture products selling in “Ulferts” stores emphasise on combining high quality materials
and workmanship with stylish designs.

Eurodecor also offers a comprehensive range of furniture either on display in the shop

or from catalogs of selected suppliers. It targets high end products mainly imported from
Italy.

— 75 —



BUSINESS

During the Track Record Period, sofas contributed the largest portion of our Group’s
retail sales revenue, which accounted for a range of approximately 59.9% to 63.0% of the
total retail sales revenue of our Group. The following table shows a breakdown of our
Group’s revenue in retail sales by product categories for the Track Record Period:

Five months ended

Year ended 31 March 31 August
2015 2016 2017 2017
HKS$°000 %o HK$000 % HKS$°000 %o HKS$000 %
Sofa 98,457 61.7 114,139 59.9 131,038 63.0 53,194 62.4
Other furniture 61,246 38.3 76,336 40.1 76,821 37.0 32,037 37.6
159,703 100.0 190,475 100.0 207,859 100.0 85,231 100.0

“Ulfenbo’ Products

We have launched mattresses under the brand “Ulfenbo” for over 25 years. These
mattresses are classified into different series such as the premium series, the health series
and the slim series, and as at the Latest Practicable Date offer up to thirteen models in
various sizes with varying hardness to meet the different demands in the market. The
“Ulfenbo” sofa was first launched in 2008 and then we introduced sofabed and adjustable
bed in 2009 and 2014 respectively. We also offer ancillary items such as pillows, mattress
protectors and mattress toppers under this brand in 2015 and 2016 respectively. All
“Ulfenbo” products are manufactured by our outsourced manufacturers with our designated
specifications.

Special Projects

As a complementary business to our furniture retailing business, since 2003 we
expanded into Special Projects, providing services from planning, design, procuring
custom-made furniture to final installation for corporate customers, as well as consultation
and liaison services with furniture manufacturers. We serve customers from consultation,
on-site evaluation, design, material sourcing and sampling, procurement to installation and
maintenance services. We do not have in-house design team but instead, depending on the
engagement, we may subcontract the design work to outsourced designers and other
professionals to come up with the design and liaise with our outsourced furniture
manufacturers for the production.

Most of our corporate clients require our custom-made furniture service to meet their
particular needs. During the Track Record Period, our projects included providing upholstery
seats for casinos and retail shops, providing fitting out and furniture package for a property
development and its show flat, providing custom-made furniture for a service apartment
building and providing mattresses and custom made furniture for hotels.

Revenue from Special Projects accounted for only approximately 3.9%, 2.8%, 1.5% and

2.7% of the total revenue of our Group for the financial years ended 31 March 2015, 2016
and 2017 and the five months ended 31 August 2017, respectively.
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PROCUREMENT

We source our products from different furniture suppliers from Europe and Asia
(including the PRC) based on design of the furniture, consumer preferences, market trends

and demands anticipated by our management and procurement team, as well as specific
customer orders.

Set out below is a flow chart that summarises our procurement process:
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Sourcing at International Furniture Exhibitions and Fairs

Our procurement team attends various international trade exhibitions and fairs regularly
and suppliers’ in-house fairs on invitation. The table below listed out major international
exhibitions and trade fairs which we attended on regular basis:

Name of Trade Exhibitions Exhibition Venue Exhibition Period

IMM Cologne Cologne, Germany Every January

International Furniture Fair Singapore Every March
Singapore

Malaysia International Furniture Kuala Lumpur, Every March
Fair Malaysia

Export Furniture Exhibition Kuala Lumpur, Every March
Malaysia Malaysia

International Famous Furniture Dongguan, China Every March &
Fair (Dongguan) August

China International Furniture Fair Guangzhou and Every March &

Shanghai, China September
Salone Internazionale del Mobile Milan, Italy Every April
China International Furniture Expo  Shanghai, China Every September

During the trips to these trade exhibitions our procurement team will meet up with our
existing suppliers, look for potential new suppliers, source furniture products from those on
display or the latest catalogues provided by the suppliers, and also collect information on
new furniture designs, materials and market trends.

Procurement from Other Sources

Other than suppliers participating in furniture exhibitions and fairs, there are
manufacturers who appoint agents or merchandisers to represent them in marketing their
products. We may also be introduced to products by these agents and merchandisers from
time to time.

Approval and Placing of Purchase Orders for Retail Products

Taking into consideration factors such as product price, anticipated demand, our
inventory level, consumer preferences and the budget, our procurement team would select
the furniture items to be purchased and prepare a procurement list within the rolling budget
set by management on a monthly basis based on inventory level and sales records.
Procurement above the rolling budget or single procurement above a prescribed threshold
will need to be approved by our chief executive officer. Our ERP system generated stock
analysis for the procurement team’s review on a regular basis to facilitate replenishment of
appropriate stock on a timely basis. Staff of our retail stores would also feedback to the
procurement team when they discover from the inventory system that certain stock will soon
be out of stock. Sometimes, we may place small amount of purchase orders directly with the
furniture suppliers at the exhibitions and trade fairs. In case of procurement from new
suppliers, our procurement team will conduct sample evaluation and, if satisfied, followed
with trial order. Our orders are placed either direct with the furniture manufacturers
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or a supplier who is a merchandiser managing multiple brands. Where a product is
introduced by an agent, the purchase order may also be placed with the relevant
manufacturer directly, and our Group is not responsible for any fee or commission to such
agent.

Other than bulk purchase, we will also place orders for products on an ad hoc basis
when we receive orders from customers for items not in stock or with customer’s
specifications.

As at the Latest Practicable Date, our Group has around 70 suppliers, among which
about 40 were located in Europe and the rest in Asia. For each of the years ended 31 March
2015, 2016 and 2017 and the five months ended 31 August 2017, the amount of purchase of
our Group was approximately Euro4.5 million, Euro5.4 million, Euro6.4 million and Euro3.8
million respectively from suppliers in Europe, representing approximately 60.7%, 66.9%,
69.6% and 75.5% respectively of our total purchases during each of such years and the five
months ended 31 August 2017. The amount of purchase of our Group from suppliers in Asia,
including the PRC was approximately US$2.5 million and RMB2.9 million for the financial
year ended 31 March 2015, approximately US$2.0 million and RMBI1.1 million for the
financial year ended 31 March 2016, approximately US$2.2 million and RMB2.6 million for
the financial year ended 31 March 2017 and approximately US$0.9 million and RMB2.6
million for the five months ended 31 August 2017, representing approximately 32.6%,
24.2%, 25.8% and 21.6% respectively of our total purchases during each of such years and
the five months ended 31 August 2017.

Transport and Insurance Arrangement of Purchase Orders

Generally, we import our products either by way of marine cargo or road cargo in
containers. As most of our orders are on ex factory terms or free on board (FOB), the whole
voyage of the marine cargoes including that from factory to port of loading, will be covered
by our open cover marine insurance. In some cases, suppliers may offer to supply the goods
to us on CIF (costs, insurance and freight) terms, in which case the insurance will be
handled by our suppliers. In view of the small amount and value of road cargo and the
lower risk involved, so far no insurance has been taken out for road cargo.

Outsourced Production of “Ulfenbo’ Products

For products under our self-owned label “Ulfenbo”, we outsource the production to
Independent Third Party manufacturers. We purchase from these suppliers on an
order-by-order basis and do not have any exclusive or long-term agreement or outsourcing
agreement with them and do not have to pay any outsourcing fee other than the price under
the purchase orders. During the Track Record Period, we have engaged over 10
manufacturers in Asia (including the PRC) for the production of “Ulfenbo” mattresses, sofas,
adjustable beds, pillows, mattress protectors and mattress toppers.

We prescribe the specifications and use of raw materials. Our Group has long

established relationship with most of these manufacturers, including four of whom we have
over 10 years relationship, and are confident that their product quality is up to the specified
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standards. We believe outsourcing of production process is a cost-effective strategy that
allows us to focus on sales and marketing aspects and lower our operating costs by reducing
the cost of equipment, plant and personnel investment.

We usually place orders for mattresses twice every month and for sofas once every
month subject to the stock level. Normally, production takes around three to four weeks for
mattresses and four to six weeks for sofas from order confirmation to finished products. As
for new products such as pillows and mattress protectors and toppers, we usually place
orders approximately every 1.5 to 2 months while production takes about four to six weeks.
The finished products will then be delivered directly to our warehouse.

Criteria for Selection of Suppliers and Manufacturers

When selecting suppliers and manufacturers for our products, we take into account a
number of factors, including for furniture products, their product design, and for all
products, their production facilities and whether they have long-standing relationship with
our Group built up from the quality of their products and after-sales service. For suppliers
and manufacturers of our Special Projects products, our major selection criteria include
product quality and pricing and such other criteria as may be required depending on each
individual project.

We have not entered into any exclusive or long-term agreement (including outsourcing
agreement) with any of our suppliers or manufacturers and instead maintain flexibility by
placing individual purchase orders on different suppliers and manufacturers depending on
our procurement requirements, which is in line with industry practice.

To the best knowledge of our Directors, our existing suppliers and manufacturers are
Independent Third Parties.

Credit Period by Suppliers

Regarding our purchases from suppliers, for each of the years ended 31 March 2015,
2016 and 2017 and the five months ended 31 August 2017, approximately 22.7%, 22.6%,
18.9% and 17.6%, respectively, of our Group’s purchases were settled by way of open credit
accounts with settlement terms of upon delivery, approximately 28.1%, 24.5%, 24.1% and
24.0%, respectively, by way of document against payment, with the remainder of
approximately 49.2%, 52.9%, 57.0% and 58.4%, respectively, by way of letter of credit.

Currencies in which our Purchases were Paid

For the financial years ended 31 March 2015, 2016 and 2017 and the five months
ended 31 August 2017, approximately 27.5%, 22.2%, 21.9% and 14.9% of our Group’s
purchases were invoiced in US dollars, approximately 60.7%, 66.9%, 69.6% and 75.5% were
invoiced in Euro and approximately 5.1%, 2.0%, 3.9% and 6.7% were invoiced in RMB,
respectively.
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Forward Contracts and Hedging Policy

Our Group has purchased eight foreign exchange forward contracts with our principal
banks in Hong Kong in the aggregate amount of approximately HK$5.4 million for the
financial year ended 31 March 2015 to hedge against our Group’s exposure to Euro of
approximately Euro 570,000 for the financial year ended 31 March 2015, representing
approximately 12.7% of our purchase in Euro over the same period. Other than these Euro
foreign exchange forward contracts, we have not entered into any other foreign exchange
forward contract during the Track Record Period and up to the Latest Practicable Date. As at
the Latest Practicable Date, our Group has no foreign exchange forward contracts on hand.
For the financial year ended 31 March 2015, our Group only entered into Euro foreign
exchange forward contract with banks when there was letter of credit in Euro or documents
against payment or letter of credit converted into loan in Euro during procurement, the
duration of the contract was determined on a case by case basis depending on the payment
date of letter of credit or bank loan. We did not hedge each of letter of credit in Euro or
documents against payment or letter of credit converted into loan in Euro during
procurement.

Our Group has no formal foreign currency hedging policy or special hedging ratio and
has not sought any advice from qualified investment advisers for entering into such foreign
exchange forward contracts during the Track Record Period, but we have adopted internal
guidelines that (i) any foreign exchange forward contracts to be entered into by our Group
must be approved by the chief executive officer of our Group and (ii) the hedge amount and
the maximum allowable exposure was the amount of each letter of credit in foreign currency
or documents against payment or letter of credit converted into loan in foreign currency and
contract or for discharge of our Group’s outstanding payment obligation in foreign currency,
otherwise each contract with an aggregate value exceeding HK$500,000 will require the
approval of our chairman. We have assigned specified staff to monitor and inform the chief
executive officer on the volatility of the currencies rates quoted by banks. When there are
letter of credit in Euro or documents against payment or letter of credit converted into loan
in Euro, the assigned staff monitored the exchange rate of Euro on daily basis and our
management then consider whether or not to enter into foreign exchange forward contract
for hedging the said letter of credits or loan positions.

Since February 2015, we no longer hedged against the foreign exchange risk as we
considered that such risk could be covered by our flexible pricing policy. As we price our
products on a cost-plus basis, we take into account the foreign exchange rate fluctuation as
part of the costs of purchase. Management will continue to monitor the movement of foreign
currency rates and in the event that foreign exchange fluctuation cannot be adequately
covered by the pricing of our products, the Board will review the practice and decide
whether hedging would be appropriate to mitigate the foreign exchange risk.
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SALES AND DISTRIBUTION NETWORK

We could generally classify our sales channels into (i) direct sales at retail stores,
department store counters and roadshows; (ii) sales through dealers; and (iii) Special
Projects for corporate customers.

Retail Stores

Revenue from the “Ulferts” retail stores accounted for approximately 82.7%, 79.4%,
80.9% and 79.1% of our revenue for the financial years ended 31 March 2015, 31 March
2016 and 31 March 2017 and the five months ended 31 August 2017, respectively.

We have four “Ulferts” retail stores at the commencement of the Track Record Period,
located in Hunghom, Taikooshing, Shatin and Tin Hau respectively. In April 2014, the
Taikooshing “Ulferts” retail store was closed as the landlord decided not to renew the
tenancy in its revamp of tenants mix for the mall. The Cyberport shop was opened in
September 2014 as a disposal outlet and closed in July 2016 upon expiration of the licence.
The “Dormire” Shop in Tsimshatsui was closed in September 2015 as we did not reach
agreement with landlord in respect of the renewal of the tenancy. We agree to early
terminate the tenancy for our Hunghom “Ulferts” store and closed the store in July 2017 as
the premises are due for refurbishment.

During the financial year ended 31 March 2016 we opened our Kornhill, Whampoa and
Yuen Long “Ulferts” retail stores, whilst our flagship “Ulferts” store in Kowloon Bay has
commenced business in early July 2017. The Kornhill store maintained our presence in the
Taikooshing area after the closing of the Taikooshing store, and the Whampoa store was
opened in the same district as the Hunghom store to prepare for its planned closing. The
Yuen Long store was opened as there has been many new residential developments in the
area and should have good market potential.

Although the Hunghom store has been in operation for more than 40 years, its
contribution to our revenue has gradually decreased from approximately 27.4% for the
financial year ended 31 March 2015 to approximately 19.6% for the financial year ended 31
March 2017 with the opening of the Whampoa store, which is also located in the Hunghom
district, in October 2015 and which contribution has jumped from approximately 2.7% of
our revenue for the financial year ended 31 March 2016 to approximately 7.6% for the
financial year ended 31 March 2017. We have expanded our Whampoa “Ulferts” store,
which floor area has increased by more than 50% with effect from the end of October 2017.

Our Directors believe that with the expansion of the Whampoa store and the opening of
the flagship Kowloon Bay store, the closure of the Hunghom store will not have any
material impact on the result of operation of our Group.

For our “Ulfenbo” products we started selling them in the shop under the name of

“Dormire” in May 2014 and since then we have opened 7 more “Dormire” specialty stores
for such purpose to establish a comprehensive geographic coverage.
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As a retail chain, we will monitor the performance of our stores and review strategies
and location of stores from time to time to fit customer flow and other criteria for marketing
of products and therefore closing and opening of stores would be part of the ordinary course
of business of chain store operation. Generally speaking, we adopt the following strategies
for the location of new retail stores. For “Ulferts” stores, we target to open in areas with
good market potentials or customer demands, with reference to geographic coverage,
population density, private residential developments, purchasing power and the presence of
related trade mix in the vicinity. They will typically be of sizes ranging from 8,000 to
15,000 square feet, and can be either street shops or in shopping malls. For “Dormire”
stores, we target to open stores for territorial coverage in residential areas with dense
population and mass housing developments. These stores will typically be of sizes ranging
from 500 to 1,000 square feet, mainly to be in shopping malls with high customer traffic
and more convenient transportation.

Details of all our retail stores during the Track Record Period and up to the Latest
Practicable Date are set out below:

1 April 2014 31 March 2015 31 March 2016 31 March 2017 Latest Practicable Date
Shop Name

Ulferts — Hunghom Store
T -__
Ulferts — Shatin Store

Ulferts — Tin Hau Store

Ulferts — Cyberport Store

Ulferts — Kornhill Store
Ulferts — Whampoa Store
Ulferts - Yuen Long Store
Ulferts — Kowloon Bay Store

pormive - 1sim sta T sore |

Dormire — Lok Fu Store

Dormire — Wo Che Store

Dormire — North Point Store

Dormire ~ Ngau Tau Kok Store

Dormire — Tsuen Wan Store

Dormire — Tseung Kwan O Store

(MCP Central)

Dormire - Tseung Kwan O Store
(PopWalk)

Eurodecor
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The table below set forth the historical investment amounts and the payback period for
each new store opened/acquired during the Track Record Period:

Historical

investment
Shop name amount Payback period
(Note 1) (Note 2)

(HK$’000)

Ulferts

e Cyberport Store 416 N/A (Note 3)
e Kornhill Store 2,775 18 months
e Whampoa Store 2,986 15 months
e Yuen Long Store 5,081 28 months (Note 4)
e Kowloon Bay Store 5,497 14 months (Note 4)

Average: 3,351

Domire
e Lok Fu Store 513 35 months (Note 4)
e Wo Che Store 763 18 months
e North Point Store 349 21 months (Note 4)
e Ngau Tau Kok Store 427 41 months (Note 4)
e Tsuen Wan Store 435 35 months (Note 4)
e Tseung Kwan O Store 467 35 months (Note 4)
(MCP Central)

e Tseung Kwan O Store (PopWalk) 377 28 months (Note 4)

Average: 476
Eurodecor 1,594 29 months
Note 1: The historical investment amount is calculated by including all the capital expenditures incurred

Note 2:

for the store up to 30 September 2017.

Payback period for the store represents the period of time from the commencement of operation to
the month in which the accumulated operating profit at store level generated by the respective
store at least equal to the historical investment amount. For the calculation of payback period for
the stores, operating profit at store level is calculated by deducting cost of inventories sold, selling
and distribution expenses and general and administrative expenses that are directly attributable to
respective stores (including store level rentals and related expenses, store level employee benefit
expenses, store level bank charges, store level utilities expenses and other store level expenses,
but excluding store level depreciation) from the revenue of each stores. Other income and
expenses that are not directly attributable to respective stores (including rentals and related
expenses not related to store level, employee benefit expenses not related to store level,
advertising and promotion expenses, write-down of inventories to net realisable value, reversal of
write-down of inventories to net realisable value, cost of delivery from warehouse and warehouse
expenses, sundry income, expenses relating to wholesale and special projects, expenses relating to
employee training/recruitment, bank charges not related to store level, entertainment expenses,
foreign exchange differences, and professional fees) are excluded in the calculation of operating
profit/(loss) at store level.
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Operating profit at store level is not GAAP items/measures. We have presented these non-GAAP
items/measures as supplemental measures of our operating performance at store level. Other
companies in our industry might calculate these non-GAAP items/measures differently than we do
and, accordingly, might not be directly comparable. These non-GAAP items/measures are not
measures of financial performance or operating cash flows under HKFRSs and should not be
considered as a substitute for, or superior to, profit before tax or cash flows from operating
activities determined in accordance with HKFRSs. These non-GAAP items/measures have
limitations as analytical tools/measures, and you should not consider them in isolation or as
substitutes for analysis of our financial performance and operating cash flows as reported under
HKFRSs. Each of these non-GAAP items/measures should be read in conjunction with this
footnote with due consideration of their calculation basis, limitations, appropriateness and
relevancy. Our presentation of these non-GAAP items/measures should not be construed as an
inference/indication that our future operating results, financial performance and operating cash
flows will be unaffected by unusual or non-recurring items.

Note 3: This store has not achieved investment payback before its closure in July 2016.

Note 4: These stores have not yet achieved investment payback as at the Latest Practicable Date. The
payback periods are the estimated figures taking into account i) the accumulated operating profit
at shop level already generated up to 30 September 2017; ii) the estimated revenue of the store
after considering the historical revenue and potential increment in the forthcoming period; and iii)
the gross profit margin and historical amount of expenses at store level up to 30 September 2017.

We operated the retail stores by ourselves and also bear all operating costs, including
rental expenses. All retail stores of our Group are leased properties at fixed monthly rent
and in the case of properties located in shopping malls, additional rental based on turnover
may be payable if the turnover hits the agreed level.
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The table below sets out the details of the rental arrangement of the retail stores of our
Group which closed during the Track Record Period and up to the Latest Practicable Date:—

Address

1. Shops No. 7-11, G/F,

2. City Plaza Phase 2, Shop

3. Shop 109 and Shop 205, The

4. Shop L704 on Level 7

Note:

Floor Area

13,585 sq.ft.
1/F and 2/F, (lettable)
Wei King Building,

No. 275 Chatham

Road North,

Hunghom, Hong Kong

(closed with effect from 3

July 2017)

14,744 sq.ft.
#020 on G/F & Shop #104 (lettable)
on 1/F,

18 Taikooshing Road,

Hong Kong (closed with

effect from April 2014)

5,367 sq.ft.
Arcade, 100 Cyberport (gross)
Road,

Hong Kong (closed with

effect from July 2016)

727 sq.ft.
of The ONE, (gross)
100 Nathan Road,

Tsimshatsui, Kowloon,

Hong Kong (closed with

effect from September

2015)

Lease term (including option to
renew and rent free period (if

any)) Shop name
3 years commencing from 1 April Ulferts
2012 and expiring on 31 March  BR{LAx{H
2015 with 2 successive options
to renew each for a term of 3
years, the first option having
been exercised and therefore
the tenancy renewed for 3 years
from 1 April 2015 and expiring
on 31 March 2018 (with option
to renew for a term of 3 years
as abovementioned)
Tenancy early terminated with
effect from 1 August 2017
Rent free period: 1 April 2012 to
30 June 2012, 1 April 2015 to
30 April 2015 and 1 April 2017
to 30 April 2017
Short term extension of tenancy Ulferts
from 1 October 2013 to 30 May  Bkitix{f
2014 upon expiration of the
previous tenancy agreement on
30 September 2013
A license period commencing Ulferts
from 8 August 2014 and BRAL IR,
expiring on 29 July 2016
3 years commencing from 7 Dormire
September 2012 and expiring ZIk% (for
on 6 September 2015 retail of
Ulfenbo
Rent free period: 7 September products
2012 to 6 October 2012 since May
2014)

Aggregate
rental/
license fee
incurred
during the
Track
Record
Period
(HK$’000)

13,480

505

(Note)

750

The shop was occupied by the Group under a license agreement while the license fee was exempted

during the license term.
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The table below sets out the details of the rental arrangement for retail stores of our
Group as at the Latest Practicable Date:—

Address Floor Area

1. Shop Nos. 108-109, Level 1,
HomeSquare, Grand
Central Plaza, 138 Shatin
Rural Committee Road,
Shatin, New Territories,
Hong Kong

5,242 sq.ft.
(lettable)

2. 12/F and Penthouse of Yuen
Long Landmark, 115-127
Yuen Long Castle Peak
Road, Yuen Long, New
Territories

8,502 sq.ft.
(lettable)

3. Ground Floor, Commercial
Podium of Site 12,
Whampoa Garden,
Hunghom, Hong Kong:

Shop 7 7,745 sq.ft.

(gross)

Lease term (including option to
renew and rent free period (if

any)) Shop name

1 year commencing on 1 May Ulferts
2013 and expiring on 30 April BRALER IR
2014

2 years commencing on 1 May
2014 and expiring on 30 April
2016

2 years commencing from 1 May
2016 and expiring on 30 April
2018 (note a)

3 years commencing from 26 Ulferts
October 2015 and expiring on BRAL I
25 October 2018 with an option
to renew for a term of 2 years
(note b)

Rent free period: 2 months and
fifteen days from
commencement date of the term

2 years commencing from 15 Ulferts
September 2015 and expiring BRAL AR

on 14 September 2017 with
option to renew for a term of 2
years

Rent free period: 2 months from
commencement date of the term

Term has been extended to 14
September 2019 with no more
option to renew (note b) but a
rent free period of 7 days from
commencement date of the
extension term
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Address Floor Area
Shop 6 3,980 sq.ft.
(gross)
Shops Nos. A8-A9, Ground 3,810 sq.ft.
Floor and Shop Nos. (saleable)
A9-A15, Upper Floor, 18
Hong On Street, Kornhill,
Hong Kong
Shop No.1 (including 16,748 sq.ft.
cockloft) and Shop No.2, (gross)
Ground Floor of Park
Towers, No.l King’s
Road, Tin Hau, Hong
Kong
Shop 602, Level 6 of Telford 13,606 sq.ft.
Plaza, Kowloon Bay, (lettable)

Kowloon, Hong Kong

Lease term (including option to
renew and rent free period (if

any)) Shop name

2 years commencing on 15
September 2017 and expiring
on 14 September 2019 (note b)

Rent free period: 60 days from
tenancy commencement date

Ulferts
TR ALAZ AR,

4 years commencing from 1 April
2015 and expiring on 31 March
2019 (note b)

Rent free period: 61 days from 1
April 2015 to 31 May 2015

Ulferts
AL L

3 years commencing on 1
September 2013 and expiring
on 30 September 2016 with
option to renew for a term of 3
years from 1 October 2016 to
30 September 2019

Rent free period: the whole month
of September 2013, October
2014 and October 2015

3 years commencing from 1
October 2016 and expiring on
30 September 2019 with option
to renew for a term of 3 years
(no rent free period)

Ulferts
BRALER I

3 years commencing from 8§ May
2017 and expiring on 7 May
2020 with an option to renew
for three years and a further
option to renew for another two
years thereafter (note b)

Rent free period: 3 months from
the commencement date of the
term
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Lease term (including option to
renew and rent free period (if

Address Floor Area any)) Shop name
7. Ground Floor, Garwin Court, 1,996 sq.ft. 2 years and three months Eurodecor
Nos.135-135A, Wong Nai (saleable)  commencing on 1 September TSR IR,
Chung Road, Hong Kong 2014 and expiring on 30

November 2016 with an option
to renew for a further term of
two years

2 years and one month
commencing from 1 November
2016 and expiring on 30
November 2018 with a right on
the tenant to early terminate
after 1 June 2017 by giving 3
months’ prior written notice

8. Shop No.S110, 2/F, Amoy 510 sq.ft. 3 years commencing from 27 Dormire
Plaza of Amoy Gardens (saleable)  February 2017 and expiring on Z IR
Phase I, No.77 Ngau Tau 26 February 2020 (note b)

Kok Road, Kowloon,

Hong Kong Rent free period: thirty days from
the date of commencement of
the term

9. Shop No. U31, Upper 856 sq.ft. 3 years commencing from 1 Dormire
Ground Floor, FitFort, (gross)  October 2016 and expiring on ZIR4
No.560 King’s Road, 30 September 2019 (note b)

North Point, Hong Kong
Rent free period: 1 October 2016
to 30 November 2016

10. Shop No.2001, 2/E., 585 sq.ft. 3 years commencing from 16 Dormire
KOLOUR e Tsuen Wan I, (gross)  March 2017 and expiring on 15 ZIR4E
68 Chung On Street, Tsuen March 2020

Wan, New Territories
Rent free period: 16 March 2017
to 29 April 2017

11. Shop No. U214, Upper 560 sq.ft. 2 years commencing from 13 July Dormire
Ground 2 Floor, (saleable) 2015 and expiring on 12 July ZIR4
Commercial Centre II, Lok 2017 (note b)

Fu Estate, 198 Junction
Road, Kowloon, Hong Rent free period: 31 days from
Kong the commencement of the term

Extended for 1 year commencing
from 13 July 2017 and expiring
on 12 July 2018 (note b)

(note ¢)
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Aggregate
rental
incurred
during the
Lease term (including option to Track
renew and rent free period (if Record
Address Floor Area any)) Shop name Period
(HK$’000)
12. Shop No.207B, 2/F, 960 sq.ft. 3 years commencing from 1 Dormire 716
Commercial Centre (also (saleable) March 2016 and expiring on 28 Al
known as Wo Che Plaza), February 2019 (note b)
Wo Che Estate, Shatin,
New Territories, Hong Rent free period: 31 days from
Kong the commencement of the term
13. Shop No. UG057, Upper 1,194 sq.ft. 3 years commencing from 18 Dormire 295
Ground Floor, MCP (gross)  April 2017 and expiring on 17 Zk%
Central, Tseung Kwan O April 2020 (note b)
Rent free period: the initial 45
days starting from and inclusive
of the lease commencement
date
14. Shop No.116, 1/F, 832 sq.ft. 2 years commencing from 25 July Dormire 43
PopWalk 2, No.19 Tong (lettable) 2017 and expiring on 24 July Zks
Yin Street, Tseung Kwan 2019 (note b)
O, New Territories
(Note) Rent free period: 45 days from

(and inclusive of) the actual
commencement date

Note: This shop was opened after the Track Record Period.

Note a: If the landlord shall resolve to sell or redevelop or demolish or re-build or refurbish the premises
or the building of which the premises form part, the landlord shall be entitled to give not less
than three months’ notice in writing to terminate the tenancy.

Note b: If the landlord shall resolve to sell or redevelop or demolish or re-build or refurbish the premises
or the building of which the premises form part, the landlord shall be entitled to give not less
than six months’ notice in writing to terminate the tenancy.

Note c: The landlord shall have the right to terminate this agreement at any time after the expiration of
first 6 months of the term upon giving not less than two months’ written notice to the tenant (i.e.
the shortest term of the tenancy shall be up to 12 March 2018).

There are three lease agreements which will expire in 2018, being the “Ulferts” Shatin
store, the “Dormire” Lok Fu store and the “Eurodecor” shop. In respect of the “Ulferts”
Shatin store, the Company is in advanced stage of negotiation with the landlord for renewal
for another term of two years. For the “Dormire” Lok Fu store, the Group planned to close
this store upon expiry of the current tenancy in July 2018 and will look for alternative
location in the vicinity. As for the “Eurodecor” shop, the Group does not have any current
plan to close it. The tenancy of the “Eurodecor” shop will expire by end of November 2018,
our Group plans to start negotiating for renewal around six months prior to expiry of
tenancy, i.e. around May 2018.

—90 —



BUSINESS

For some of our stores, the landlord is entitled to early terminate the tenancy if it shall
resolve to sell or redevelop or demolish or re-build or refurbish the premises or the building
of which the premises form part. The Company has not, up to the Latest Practicable Date,
received any notice from any of the landlords exercising any of such right of early
termination or notifying the Company of any proposal that any of those premises are up for
sale or due to be developed, demolished, rebuilt or refurbished. The landlord of the
“Dormire” Lok Fu store may however terminate the tenancy agreement at any time after 12
January 2018 upon giving not less than two months’ written notice without giving any
reason.

The Company believes that the Group’s operation will not be materially impacted upon
the expiry of those leases expiring in 2018 nor those leases that do not carry an option to
renew. The closing and opening of stores is part of the ordinary course of business of chain
store operation, and the Company reviews strategies and location of its stores from time to
time. The Company also appraises available rental spaces in the vicinity of its existing
stores and/or target location for new stores from time to time. Therefore, should the
Company be unable to secure renewal of any of these leases, the Company believes that it
would be able to find alternative location for the opening of a new store which is in line
with its strategies.

Department store counters and roadshows

Since we commenced retail of “Ulfenbo” products in May 2014, in addition to sales in
“Dormire” stores, we have counters at department stores and held roadshows from time to
time in different locations for direct sales of the products to reach our target customer
segments.

During the Track Record Period, we have a “Ulfenbo” counter in Sincere.

Roadshows are usually held in shopping malls and department stores. During the Track
Record Period, we held over 200 roadshows, mostly in shopping centers and we also
participated in fairs and exhibitions such as Harbour City Bazaar, Summer Home Festival
@SOGO and Hong Kong Brands and Products Expos.

Roadshow and department store counters are usually of a few hundred square feet in
space each, and we pay license fees of varying terms, some of fixed fee, some of percentage
of sales and some a combination of both.

We are responsible for the setting up cost of these counters and we station our staff or
part time promotors to conduct sales.

Rental Expenses

Rental expense is one of the major costs in our business operations. For the financial
years ended 31 March 2015, 2016 and 2017 and the five months ended 31 August 2017
respectively, total rent, licence fees, rates and building management fees of our retail stores,
department store counters, roadshow venues and warehouse amounted to approximately
HK$29.1 million, HK$40.5 million, HK$46.4 million and HK$23.8 million respectively,
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representing approximately 44.8%, 44.9%, 48.4% and 50.0% of the selling and distribution
expenses of our Group for the financial years ended 31 March 2015, 2016 and 2017 and the
five months ended 31 August 2017.

Wholesaling and Distribution Network

We sell some models of Ulfenbo mattresses and sofas through dealers in Hong Kong
and Macau. Our Group has about 250 active dealers for each financial year during the Track
Record Period, being dealers who have purchased “Ulfenbo” products from our Group
within the preceding 12 months as at the end of the relevant financial year. Dealers were the
only customers of our wholesale business, who contributed approximately 73.8%, 49.4%,
42.7% and 35.1% of revenue derived from sales of Ulfenbo products for the financial years
ended 31 March 2015, 2016 and 2017 and the five months ended 31 August 2017,
respectively. The relationship between our Group and the dealers is that of seller/buyer with
the dealers being customers of our Group and sales to the dealers were recognised during
the Track Record Period when the goods were delivered to the dealers. These dealers are not
agents of our Group.

Most of these dealers are furniture shops in residential districts with small scale of
operation, except approximately 20 of whom are furniture chains with two or more retail
stores, and others are companies which provide furniture and/or furnishing design services.
We believe that whilst our direct sales in the “Dormire” stores, department store counters
and roadshows build awareness of the “Ulfenbo” brand and presence in the market, the use
of dealers allows our Group to extend the geographical sales coverage of “Ulfenbo” products
to different customer segments with minimal capital requirement and operational risks and
enables us to leverage on the management and local relationship of the dealers to strengthen
the sales of “Ulfenbo” products.

Our wholesale department has a team of sales staff who will visit various districts
frequently to identify suitable dealers. In selecting dealers, the main factors that we take into
account are the location of the dealer, past payment records, managerial capabilities,
reputation of the dealer and the number of dealers in a particular district.

The official listed prices of “Ulfenbo” mattresses and sofas available to dealers ranged
from approximately HKS$2,600 to HKS$13,300 for mattresses and from HK$3,000 to
HK$9,800 for sofas during the Track Record Period. We offered discounts to our dealers
ranging from approximately 31% to 66% of the official listed price during the Track Record
Period, which discount may vary from time to time and from product to product. Additional
discount may be offered for special promotion. We provide rebate to our dealers who
achieve the designated sales target, and awards progressively higher percentage of rebate
with the attainment of a higher band of sales volume. During the financial years ended 31
March 2015, 2016 and 2017 and the five months ended 31 August 2017, 261, 256, 256 and
200 dealers received rebates respectively, totalling HK$612,800, HK$550,695, HK$550,100
and HK$203,450 respectively, representing approximately 4.2%, 4.0%, 4.2% and 4.0% of the
total sales amount of wholesale for the relevant period, respectively.

- 92 _



BUSINESS

We provide the dealers with the official price list for the different Ulfenbo products
and also provide them with promotional materials from time to time but do not require them
to follow or comply with the official price list, or, save for restrictions on use of “Ulfenbo”
trademark and “Ulfenbo” product photo on the internet as mentioned below, any particular
requirements in the sale or promotion of the Ulfenbo products. We have not adopted any
system to monitor the inventory level of our dealers as most dealers do not keep stock of
“Ulfenbo” products. The sales team of our wholesale department will visit the dealers from
time to time to discuss sales performance and other issues.

We have not entered into any long term agreement with any of these dealers during the
Track Record Period or as at the Latest Practicable Date. There is no minimum order or
purchase volume requirement that a dealer needs to meet and there is no requirement that a
dealer must not sell similar products. On the other hand, there is no restriction on our Group
in selling our “Ulfenbo” products to other dealers. Since April 2016 we required our dealers
to obtain our prior consent for using the “Ulfenbo” trademark or uploading “Ulfenbo”
product photo or other information onto the internet. Save for this we do not require our
dealers to follow or comply with any particular terms or conditions in their sale or
promotion of the Ulfenbo products, nor do we have any policy or agreement with any dealer
regarding coverage of sales districts by any particular dealer as furniture shops in Hong
Kong tend to locate close to each other within a district. The sales team of the wholesale
department of our Group will normally visit the dealers at least once a month to discuss
sales performance and other issues, except the frequency of visits to dealers located in
remote areas or with low sales volume may be less. We also have not adopted any particular
measures to regulate competition between dealers which we believe is in line with industry
practice.

It is our Group’s policy that no sales return is accepted by our Group except for
material manufacturing defects or defects arising from the course of delivery where our
Group cannot fix the defect or offer replacement. During the Track Record Period, refund to
dealers arising from sales return amounted to approximately HK$14,000, HK$5,000,
HK$18,000 and HK$3,000 for the years ended 31 March 2015, 2016 and 2017 and the five
months ended 31 August 2017, respectively.

To the best knowledge of the Directors, our Group’s dealers were and are Independent
Third Parties not connected with our Group, the Controlling Shareholders, our Directors, our
senior management or their respective associates.

Although there is no long term agreement with the dealers, in view of the number of
dealers doing business with us and commencement of our retailing business for Ulfenbo
products, we believe our business operations will not be significantly affected in the event
any of these dealers cease business with us.

Special Projects
Our business development team devises promotion strategies for services we offer for
Special Projects and is responsible for preparing the relevant advertising and promotion

materials. For example they will select different sectors of corporate customers based on the
business nature of such customers and prepare promotion materials targeting at their
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particular business needs. Some of our customers were introduced to us by referrals from
other customers or personal contacts of our senior management. Staff of our business
development team will visit potential customers to introduce our services. Where there is a
business opportunity they will prepare our scope of service and fee quotation for the
potential project and negotiate with customers on the terms and conditions thereof.

MAJOR SUPPLIERS AND CUSTOMERS
Suppliers

We purchase our products from suppliers in Europe and Asia (including the PRC),
many of whom are established players in the market in which they operate. We usually settle
our purchases by way of letter of credit, document against payment or open credit accounts
with settlement upon delivery. Our purchases are usually quoted at ex-factory prices and we
usually arrange for the transportation from our suppliers and bear the transportation costs
incurred thereto.

For each of the financial years ended 31 March 2015, 2016 and 2017 and the five
months ended 31 August 2017, our top five suppliers (in terms of the purchase amount
during the respective period) accounted for approximately 38.6%, 40.9%, 38.9% and 37.4%
respectively, and the largest supplier accounted for approximately 12.7%, 14.7%, 12.4% and
11.6% of our total purchases for the financial years ended 31 March 2015, 2016 and 2017
and the five months ended 31 August 2017, respectively.

Set out below are the brief particulars of our top five suppliers during the Track
Record Period:

Year ended 31 March 2015
Location of

Principal product Years of relationship

No. Supplier sourced with our Group supplier
1 Supplier A Sofa over 30 years PRC
2 Supplier B Sofa over 15 years Germany
3 Supplier C Sofa over 15 years Italy
4 Supplier D Sofa over 8 years Italy
5 Supplier E Sofa over 4 years Italy

Year ended 31 March 2016

Principal product

Years of relationship

Location of

No. Supplier sourced with our Group supplier
1 Supplier B Sofa over 15 years Germany
2 Supplier A Sofa over 30 years PRC
3 Supplier C Sofa over 15 years Italy
4 Supplier D Sofa over 8§ years Italy
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No. Supplier

5 Supplier F

Principal product
sourced

Interior design and
furnishing

Year ended 31 March 2017

Principal product

Years of relationship
with our Group

new supplier

Years of relationship

Location of
supplier

HK

Location of

No. Supplier sourced with our Group supplier
1 Supplier B Sofa over 15 years Germany
2 Supplier A Sofa over 30 years PRC
3 Supplier D Sofa over 8§ years Italy
4 Supplier G¥**  Sofa over 4 years Italy
5 Supplier H Table and Chair over 6 years Italy

Five months ended 31 August 2017

Principal product

Years of relationship

Location of

No. Supplier sourced with our Group supplier
1 Supplier B Sofa over 15 years Germany
2 Supplier I Sofa over 4 years Italy
3 Supplier D Sofa over 8 years ITtaly
4 Supplier A Sofa over 30 years PRC
5 Supplier C Sofa over 15 years Italy

Note: Supplier G is directly held by the ultimate parent company of Supplier A

To the best knowledge of our Directors, none of our Company, our Directors, the chief
executive, the substantia