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or in reliance upon the whole or any part of the contents of this PHIP.
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WARNING

The publication of this PHIP is required by The Stock Exchange of Hong Kong Limited (the “Exchange”)/the
Securities and Futures Commission (the “Commission”) solely for the purpose of providing information to the
public in Hong Kong.

This PHIP is in draft form. The information contained in it is incomplete and is subject to change which can
be material. By viewing this document, you acknowledge, accept and agree with the Company, its sponsor.
Advisers or member of the underwriting syndicate that:
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this document is only for the purpose of providing information about the Company to the public in Hong
Kong and not for any other purposes. No investment decision should be based on the information
contained in this document;

the publication of this document or supplemental, revised or replacement pages on the Exchange’s
website does not give rise to any obligation of the Company, its sponsor, advisers or members of the
underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction. There is no
assurance that the Company will proceed with the offering;

the contents of this document or supplemental, revised or replacement pages may or may not be
replicated in full or in part in the actual final listing document;

the PHIP is not the final listing document and may be updated or revised by the Company from time to
time in accordance with the Listing Rules;

this document does not constitute a prospectus, offering circular, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the
public to make offers to subscribe for or purchase any securities, nor is it calculated to invite offers by
the public to subscribe for or purchase any securities;

this document must not be regarded as an inducement to subscribe for or purchase any securities, and no
such inducement is intended;

neither the Company nor any of its affiliate, advisers or underwriters is offering, or is soliciting offers to
buy, any securities in any jurisdiction through the publication of this document;

no application for the securities mentioned in this document should be made by any person nor would
such application be accepted;

the Company has not and will not register the securities referred to in this document under the United
States Securities Act of 1933, as amended, or any state securities laws of the United States;

as there may be legal restrictions on the distribution of this document or dissemination of any
information contained in this document, you agree to inform yourself about and observe any such
restrictions applicable to you; and

the application to which this document relates has not been approved for listing and the Exchange and
the Commission may accept, return or reject the application for the subject public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are
reminded to make their investment decisions solely based on the Company’s prospectus registered with
the Registrar of Companies in Hong Kong, copies of which will be distributed to the public during the
offer period.
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IMPORTANT

If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.
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(subject to reallocation)

[REDACTED] : Not more than HK$[REDACTED] per
[REDACTED] and expected to be not less
than HK$[REDACTED] per [REDACTED],
plus brokerage of 1%, SFC transaction levy
of 0.0027% and Stock Exchange trading fee
of 0.005% (payable in full on application in
Hong Kong dollars and subject to refund)

Nominal value : HK$[REDACTED] per Share

Stock code : [REDACTED]

Number of [REDACTED]
Number of [REDACTED]

Sole Sponsor

SUNWAH KINGSWAY
MEES

Kingsway Capital Limited
[REDACTED]

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and Hong Kong
Securities Clearing Company Limited take no responsibility for the contents of this document, 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 document.

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

The [REDACTED] is expected to be determined by an agreement between our Company (for itself and on behalf of the Selling
Shareholders) and [REDACTED] (for itself and on behalf of the Underwriters) on the Price Determination Date. The Price Determination
Date is expected to be on or about [REDACTED], but in any event, not later than [REDACTED]. The [REDACTED] will be not more
than HK$[REDACTED] per [REDACTED] and is expected to be not less than HK$[REDACTED] per [REDACTED], unless otherwise
announced. Investors applying for the [REDACTED] must pay, on application, the maximum [REDACTED] of HK$[REDACTED] per
[REDACTED], unless otherwise announced, together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading
fee of 0.005%, subject to refund if the [REDACTED] should be lower than HK$[REDACTED] (the maximum [REDACTED]).

[REDACTED] (for itself and on behalf of the Underwriters), with the consent of our Company (for itself and on behalf of the Selling
Shareholders), may extend or reduce the indicative [REDACTED] range stated in this document at any time on or prior to the morning of
the last day for lodging applications under the [REDACTED]. In such a case, a notice of the extension or reduction in the indicative
[REDACTED] range will be published on the Stock Exchange’s website at www.hkexnews.hk and our Company’s website at
www.wankei.com.hk not later than the morning of the last day for lodging applications under the [REDACTED]. Further details are set
out in the sections headed “Structure of the [REDACTED]” and “How to Apply for [REDACTED]” of this document. If, for any reason,
the [REDACTED] is not agreed between our Company (for itself and on behalf of the Selling Shareholders) and [REDACTED] (for itself
and on behalf of the Underwriters) on or before [REDACTED], the [REDACTED] will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set forth in this
document and the related [REDACTED], including the risk factors set forth in the section headed ‘“Risk Factors” in this document.

Pursuant to the termination provisions contained in the Underwriting Agreements in respect of the [REDACTED], [REDACTED], for itself
and on behalf of the Underwriters, has the right in certain circumstances, in its sole discretion, to terminate the obligations of the
Underwriters pursuant to the Underwriting Agreements at any time prior to 8:00 a.m. (Hong Kong time) on the [REDACTED] Date (which
is currently expected to be Tuesday, [REDACTED]). Further details of the terms of the termination provisions are set forth in the section
headed “Underwriting — Grounds for termination” in this document. It is important that you refer to that section for further details.

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

EXPECTED TIMETABLE

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

EXPECTED TIMETABLE

[REDACTED]

— 11 —



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

CONTENTS

IMPORTANT NOTICE TO INVESTORS

This document is issued by Wan Kei Group Holdings Limited solely in connection
with the [REDACTED] and does not constitute an offer to sell or a solicitation to buy
any security other than the [REDACTED] offered by this document pursuant to the
[REDACTED)]. This document may not be used for the purpose of, and does not
constitute, an offer or invitation in any other jurisdiction or in any other
circumstances. No action has been taken to permit a public offering of the
[REDACTED)] or the distribution of this document in any jurisdiction other than Hong
Kong.

You should rely only on the information contained in this document and the
[REDACTED] to make your investment decision. We have not authorised anyone to
provide you with information that is different from what is contained in this document
and the [REDACTED]. Any information or representation not contained nor made in
this document or the [REDACTED] must not be relied on by you as having been
authorised by us, the [REDACTED], the Sole Sponsor, the [REDACTED], the
[REDACTED], the Underwriters, any of our/their respective directors, officers,
employees, agents or representatives or any other person or party involved in the
[REDACTED].

Page
EXPECTED TIMETABLE ... ... . ... i 1
CONTENT S . il
SUMMARY . . 1
DEFINITIONS . . 14
GLOSSARY OF TECHNICAL TERMS . ... . ... e 25
FORWARD-LOOKING STATEMENTS ... ... ... . i 28
RISK FACTORS . .. 30
INFORMATION ABOUT THIS DOCUMENT AND
THE [REDACTED] . ... ... e 49
DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED] . ............ 53

CORPORATE INFORMATION . ... ... 56

—iii -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

CONTENTS
Page

INDUSTRY OVERVIEW . .. e 58
REGULATORY OVERVIEW . . e 72
HISTORY, REORGANISATION AND GROUP STRUCTURE ................ 88
BUSINESS . . 107
DIRECTORS, SENIOR MANAGEMENT AND STAFF . .................. ... 217
RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS ........... 229
CONNECTED TRANSACTIONS . .. e 234
SUBSTANTIAL SHAREHOLDERS . ... .. ... . . . 236
SHARE CAPITAL . . . . e 238
FINANCIAL INFORMATION . . ... e 241
FUTURE PLANS AND USE OF PROCEEDS ....... ... ... ... . ... ... ... 297
UNDERWRITING . . .. e 299
STRUCTURE OF THE [REDACTED] . ... ... ... i 308
HOW TO APPLY FOR [REDACTED] ....... ... . 316
APPENDIX I — ACCOUNTANTS’ REPORT ....... ... . ... ... ... ... I-1
APPENDIX II - UNAUDITED PRO FORMA

FINANCIAL INFORMATION ....................... II-1
APPENDIX IIT - SUMMARY OF THE CONSTITUTION OF OUR COMPANY

AND CAYMAN ISLANDS COMPANY LAW . ... ....... III-1
APPENDIX IV - STATUTORY AND GENERAL INFORMATION .......... Iv-1
APPENDIX V - DOCUMENTS DELIVERED TO THE REGISTRAR

OF COMPANIES IN HONG KONG AND AVAILABLE

FOR INSPECTION ... . ... . i V-1

—iv —



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

SUMMARY

This summary aims to give you an overview of the information contained in this
document and should be read in conjunction with the full text of this document. As the
following is only a summary, it does not contain all the information that may be
important to you. You should read the document in its entirety before you decide to invest
in the [REDACTED)].

There are risks associated with any investment. Some of the particular risks in
investing in the [REDACTED] are set out in the section headed “Risk Factors” in this
document. You should read that section carefully before making any decision to invest in
the [REDACTED].

Various expressions used in this summary are defined in the section headed
“Definitions” in this document.

BUSINESS OVERVIEW

We are principally engaged in providing: (i) foundation works; and (ii) ground
investigation field works, in Hong Kong. Our foundation works, mainly consisted of the
construction of socketed H-piles, mini piles, soldier piles, pipe piles and king posts, are our
mainstream business and contributed approximately 86.9%, 89.4% and 89.0% of our total
revenue for each of the three years ended 31 March 2015.

During the Track Record Period, save that one project was located in Macau, all our
projects were located in Hong Kong. During the Track Record Period, we provided
foundation works through Wan Kei Engineering and were generally engaged as a
subcontractor or sub-subcontractor, and provided ground investigation field works through
Chung Shun and were generally engaged as a main contractor.

We undertake projects in both public and private sectors. As to our business of
foundation works, our revenue attributable to projects in public sector accounted for
approximately 32.6%, 58.9% and 60.3% of our total revenue for each of the three years
ended 31 March 2015, respectively. As to our business of ground investigation field works,
our revenue attributable to projects in public sector accounted for approximately 84.2%,
85.8% and 82.7% of our total revenue for the same periods, respectively.

For foundation works, our customers are generally main contractors of construction
projects in Hong Kong. For ground investigation field works, our customers are generally
employers of construction projects in Hong Kong.

Our suppliers include sub-subcontractors of foundation works in Hong Kong, lessors of
machinery and local distributors of diesel fuel, steel and cement. Most of our construction
materials and diesel fuel are sourced from our suppliers in Hong Kong.

During the Track Record Period and up to the Latest Practicable Date, we completed
87 and 59 projects of foundation works and ground investigation field works, respectively.
As at the Latest Practicable Date, we had 31 and 16 on-going projects (either in progress or
yet to commence) of foundation works and ground investigation field works, respectively,
and the total outstanding contract sum of the same was approximately HK$417.2 million and
HK$20.3 million, respectively. Approximately HK$366.8 million and HK$50.4 million of
foundation works are expected to be completed before the financial year ending 31 March
2016 and 2017 respectively and all of the ground investigation work is expected to be
completed before the financial year ending 31 March 2016.

According to the Ipsos Report, the revenue of Wan Kei Engineering for the year ended
31 March 2014 represented around 1.9% of the total revenue generated from the whole
foundation industry in Hong Kong in 2014, and ranked second among foundation works
subcontractors in Hong Kong in terms of share of total industry revenue in 2014.
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BUSINESS MODEL

During the Track Record Period, we obtained projects either by (i) quotation request
directly by our customers; or (ii) public tender. In stating so, during the Track Record
Period, we participated in public tendering for two times only. For these two public tenders
we submitted, we were awarded the master agreement of ground investigation field works
projects GI1 and GI2 with Customer D. Other than these two projects, we obtained all our
projects by quotation request directly by our customers during the Track Record Period.

With the support of the Ipsos Report, our Directors considered that our customers will
consider a number of factors, including but not limited to (i) reputation and track records;
(i) relationship with customers; (iii) flexibility; and (iv) price, to select the contractors (of
any tiers) and invite them to submit quotations for their consideration. For more discussion
about these four factors, please refer to the paragraph headed “Factors of competition” in
our section “Industry Overview” on page 69 in this document. Further, with the support of
the Ipsos Report, some of our customers will, based on these four factors in general, assess,
select and identify certain contractors to be on their internal approved list of contractors. If
there is any construction project which they need to contract-out the foundation works or
any part of the same, they will only invite the contractors on their internal approved list to
submit their respective quotations for their further selection and consideration.

To the best knowledge of our Directors, our customers would most likely request more
than one contractor to submit quotation in order to engage contractors (of any tiers) who can
provide quality service with competitive price. There is no assurance that our customers will
award us projects for every quotation we submit. We must face competitors. For contractor
with similar reputation and track records with us, in the event that it offers a more
competitive price than our tendered price or quotation for the same contract, such contract
may be awarded to them. On the other hand, if we reduce our tendered price or quotation in
order to increase our competitiveness against our competitors, even though the contract is
awarded to us, we may face a downward pressure on our gross profit margin.

In view of the aforesaid, we adopt a pro-active mode in our projects procurement
strategy. Our executive Directors explore and utilise every opportunity to secure new
projects for our Group. Our Directors confirm that for every invitation to submit quotation
we received during the Track Record Period, whether or not the invitation was from
customer with any business relationship with us, we generally submitted our quotations. Our
executive Directors are responsible for preparing the quotations and they generally spend
around 1 to 3 days to complete the quotations. As such, they consider that the cost
attributable to quotation preparation is insignificant to our Group taken as a whole. Our
executive Directors consider that such strategy would facilitate to maintain customers’
relationship and increase our opportunity to work with new customers.

For each of the three years ended 31 March 2015, based on our internal records, we
submitted 342, 374 and 318 quotations for foundation works projects (excluding the
quotations in relation to variation orders and supplemental orders), respectively. Among
these quotations submitted, we were awarded 25, 17 and 20 projects for the same periods,
respectively. As such, the success rates for the same periods were approximately 7.3%, 4.5%
and 6.3%, respectively.

For each of the three years ended 31 March 2015, based on our internal records, we
submitted 50, 44 and 64 quotations for ground investigation field works projects (excluding
the quotations in relation to variation orders and supplemental orders), respectively. Among
these quotations submitted, we were awarded 8, 8 and 26 projects for the same periods,
respectively. As such, the success rates for the same periods were approximately 16.0%,
18.2% and 40.6%, respectively.
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Save and except the master agreement of ground investigation field works projects GI1
and GI2 with Customer D, the quotations of which were submitted by public tender, all the
aforesaid quotations were submitted due to direct request by our customers during the Track
Record Period.

When our customers approach us and request a quotation for certain foundation works
projects, they normally provide us with, among others, the relevant information for preparing
our quotation, namely the: (i) project background; (ii) site information; (iii) preliminary
geological/ground investigation; (iv) foundation design drawings, materials to be used and
specifications; and (v) work schedule. Our executive Directors will be responsible for
preparing the quotations. Our customers require us to prepare and submit our quotations
within a certain period, generally ranging from 1 week to 3 weeks, after we receive their
requests. For foundation works projects, there are cases that our customers, in requesting us
to submit quotations to them, have not yet been awarded with the construction project as a
main contractor. To the best knowledge of our Directors, they would request a number of
foundation subcontractors to submit to them preliminary quotations in order to facilitate
their cost assessment to bid for the construction project as a main contractor. After that
being awarded with the construction project as a main contractor, they would further select a
number of subcontractors who have previously submitted to them the preliminary quotations,
and require them to submit detailed quotations for their selection and consideration.

We generally prepare our quotation based on our estimated costs to be incurred for the
project plus a certain mark-up margin. Our quotation generally contains a price list which
sets out the fee in relation to each work task to be carried out. For certain work tasks, such
as piling, we charge in the form of fee rate, such as certain price per metre.

After we submit our quotation, we will attend interviews with our customers, respond
to our customers’ queries and/or negotiate with our customers about the contract terms,
which are responsible by our executive Directors. They will use their best endeavour to
present our competitive strengths to our customers in order to strive for the profitable
projects against our competitors. It generally takes around one month for our customers to
consider our quotations and inform us whether they would award us with the foundation
works project.

Once we are awarded with a foundation works project, we will form a project
management team, which takes charge of the overall management of our foundation works
projects.

Most of our foundation works require heavy use of machinery and equipment. Our
major machinery including air compressors, drilling rigs and crawler cranes, and other
equipment such as automatic grouting stations, are mainly manufactured in Japan, Italy,
Sweden, Hong Kong and the PRC. During the Track Record Period, we rent machinery and
equipment, including air compressors, crawler cranes and backhoes, from our suppliers.

The construction materials that we purchased generally consist of cement and steel. We
use diesel fuel to operate our machinery at construction sites. Most of our construction
materials and diesel fuel are sourced from our suppliers in Hong Kong. We also engaged
sub-subcontractors during the Track Record Period.

We may also have supplemental or variation orders from our customers.

After being awarded with a foundation works project, we usually do not receive any
sums as prepayment from our customers. In accordance with terms of the subcontracts, we
are generally required to provide our customers with, on a monthly basis, a written
statement of the value of all works properly done under the subcontract, being the progress
payment application. Our customers and/or the employers of the construction projects will
then assess such written statement and certify the amount we are entitled to be paid for the
relevant month.
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Credit terms granted to our customers vary from contract to contract. The settlement
date is determined with reference to the payment certificate date and usually coincides with
the payment certificate date, which is approximately 30 days upon our submission of
progress payment application. Notwithstanding the above, the settlement date could range
from 30 days to 50 days from the payment application date or 0 days to 60 days from the
certificate date, subject to actual payment certification and the terms and conditions of the
contracts.

Credit terms granted to us by our suppliers vary from contract to contract. Our
suppliers, on average, grant us a credit period of two to three months upon the issue of an
invoice. We generally settle our trade payables within 60 days from the invoice dates.

In general, we regard a subcontract as practically completed (excluding the defect
liability period) once we completed all the subcontract work thereunder. The construction
periods, which normally refer to the period between construction commencement of the
foundation works and practical completion excluding the defect liability period, of most of
our foundation works projects during the Track Record Period varied from around two
months to three years.

In general, our customers require us to provide a defect liability period, during which
we will remain responsible for remedying any defects or imperfections discovered in relation
to our works done.

In order to ensure due completion of the entire subcontract work, our customers will
usually be given the right to withhold approximately 5% to 10% of each progress payment
due to us as retention monies. In general, the subcontracts will specify that the total amount
of retention monies shall not exceed approximately 5% of the total sum of the subcontracts.
The retention monies are generally released to us in two instalments but the retention period
could vary.

Similar to the aforesaid arrangement between our customers and us, we generally
withhold approximately 5% to 10% of each of the progress payment due to our
sub-subcontractors as retention monies to guarantee their due completion of the
sub-subcontract works.

Our top five customers for each of the three years ended 31 March 2015 were
Independent Third Parties. As at the Latest Practicable Date, we had been working with our
top five customers for a period ranging from 3 to 20 years. For each of the three years
ended 31 March 2015, our total revenue attributable to our top five customers amounted to
approximately HK$185.4 million, HK$271.3 million and HK$268.0 million, respectively,
representing approximately 72.7%, 83.3% and 65.8% of our total revenue, respectively.

Our top five suppliers for each of the three years ended 31 March 2015 were
Independent Third Parties. As at the Latest Practicable Date, we had been working with our
top five suppliers for a period ranging from 5 to 18 years. For each of the three years ended
31 March 2015, our total purchase attributable to our top five suppliers amounted to
approximately HK$55.9 million, HK$74.2 million and HK$82.9 million, representing
approximately 41.2%, 40.4% and 40.7% of our total purchase, respectively.

Our top five sub-subcontractors for each of the three years ended 31 March 2015 were
Independent Third Parties. For each of the three years ended 31 March 2015, the total cost
in engaging our sub-subcontractors amounted to approximately HK$39.3 million, HK$53.4
million and HK$69.7 million, representing approximately 20.8%, 20.8% and 23.7% of our
total costs of sales, respectively.
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The following table sets out the details of our major licences and qualifications as at
the Latest Practicable Date:

Licenses and Issuing Type(s) of works  Date of
qualifications authorities covered commencement Date of expiry
Registered Specialist Buildings Foundation works 18 August 2014 27 October 2017
Contractor Department
Registered Specialist Buildings Ground 2 April 2013 1 July 2016
Contractor Department investigation
field works
Approved Supplier of Development Group IT ¥ ¥ of 26 June 2006 — (Note 1)
Materials and Specialist Bureau the “Land
Contractor for Public Piling” category
Works for minipile and
rock-socketed
steel H-pile in
pre-bored hole
Approved Supplier of Development Group I V' 9 of 4 December _ (Note 1)
Materials and Specialist Bureau the “Ground 2007
Contractor for Public Investigation
Works Field Work”
category
Registered Subcontractor Construction Ground 3 November 2 November 2016
Industry Investigation 2014
Council
Registered Subcontractor Construction Sheet piles, bored 17 June 2014 16 June 2016
Industry piles, driven
Council piles, diaphragm
walls, micro
piles and others
(grout curtain)
Confirmed Status in the Hong Kong Ground 8 November 7 November 2015
Housing Authority List Housing investigation 2013
of Ground Investigation Authority
Contractors Ve 2
Notes:
1. “~” denotes not subject to any periodic renewal conditions.

2. As at the Latest Practicable Date, Chung Shun had the confirmed status in the Housing Authority List
of Ground Investigation Contractors because of the ground investigation field works project GI2 with
Customer D. For details of the major terms of the master agreement of ground investigation field
works project GI2, please refer to the paragraph headed “Business — Our Customers — Major terms of
our contracts” in this document.

3. We may tender for public works contracts only in the works categories and groups for which they are
approved. Group II of the “Land Piling” category refers to contracts or subcontracts of unlimited
value. Group I of the “Ground Investigation Field Work” category refers to contracts or subcontracts
up to HK$2.3 million.
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OUR COMPETITIVE STRENGTHS
We believe that our competitive strengths are as follows:
—  We are an established foundation works subcontractor in Hong Kong.
- We provide wide range of high quality foundation works.
—  We have established foundation works capacity.
—  We have long-term relationships with our top five customers and suppliers.
—  We have an experienced and dedicated management team.
BUSINESS STRATEGIES

Our objective is to achieve sustainable growth in our business in Hong Kong by
consolidating and expanding our foundation works capacity in Hong Kong.

FUTURE PLANS AND USE OF PROCEEDS

On the basis that the [REDACTED] is HKS$[REDACTED] per Share (being the
mid-point of the indicative range of the [REDACTED]), our Directors estimate that the net
proceeds to be received by us from the [REDACTED] (after deducting the underwriting
fees, brokerage, the Stock Exchange trading fee and SFC transaction levy for the
[REDACTED] and estimated [REDACTED] expenses in connection to the [REDACTED])
will be approximately HK$[REDACTED]. Our Directors presently intend that the net
proceeds payable to us from the [REDACTED] will be applied as follows:

e approximately HK$[REDACTED] or approximately [REDACTED]% of the net
proceeds for the expansion of our fleet of machinery and equipment by acquiring
additional air compressors, drilling rigs, crawler cranes, automatic grouting
stations and other ancillary machinery and equipment;

° approximately HK$[REDACTED] or approximately [REDACTED]% of the net
proceeds for the reinforcement of our workforce by recruiting additional staff;

e approximately HK$[REDACTED] or approximately [REDACTED]% of the net
proceeds for the repayment for certain outstanding finance leases, under which
Wan Kei Machinery acquired certain machinery and equipment; and

e approximately HK$[REDACTED] or approximately [REDACTED]% of the net
proceeds for general working capital of our Group.

We estimate that the Selling Shareholders will receive net proceeds of approximately
HKS$[REDACTED] at the [REDACTED] of HKS$[REDACTED] per Share (being the
mid-point of the indicative range of the [REDACTED]) after deducting related underwriting
fees and estimated expenses in connection with the [REDACTED]. We will not receive any
of the net proceeds of the [REDACTED] from the sale of Sale Shares by the Selling
Shareholders.

For further details on our future plans and use of proceeds, please refer to the section
headed “Future Plans and Use of Proceeds” in this document.
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SELECTED KEY OPERATIONAL AND FINANCIAL DATA

Year ended 31 March
2013 2014 2015
HKS$’000 HKS$’000 HK$’000

Revenue
Foundation works
Projects with recognised revenue of not less than

HK$13 million ™ ) 140,278 228,878 250,959
Projects with recognised revenue of less than HK$13
million 81,287 62,121 112,111

221,565 290,999 363,070

Ground investigation field works
GI1/2 2012/2014

ground investigation field works V’¢ 2/ 27,307 28,799 29,170
Other ground investigation field works 6,240 5,657 15,888

255,112 325,455 408,128

Year ended 31 March

2013 2014 2015
Number of foundation works projects with recognised
revenue of not less than HK$13 million 5 4 7
Number of foundation works projects with recognised
revenue of less than HK$13 million 32 42 54
Number of Ground investigation field works 8 10 20

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

Direct costs

Construction material costs (note 3) 72,043 87,098 98,485
Sub-subcontracting charges 39,332 53,396 69,660
Labour cost 35,589 45,244 51,439
Machinery rental cost 16,238 25,748 19,355
Depreciation 10,673 17,479 19,197
Transportation expenses 6,182 10,664 15,762
Repair and maintenance 3,920 6,282 10,477
Other costs 5,286 10,825 9,587
Total costs 189,263 256,736 293,962
Gross profit 65,849 68,719 114,166
Profit and total comprehensive income for year 39,746 39,494 62,306
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Notes:

1. The HK$13 million threshold has been set so that the aggregate revenue of significant projects for each of
the three years ended 31 March 2015 constitutes not less than 50% of our total revenue for each year.
Aggregate revenue from foundation works projects with recognised revenue of not less than HK$13 million
for each of the three years ended 31 March 2015, represented approximately 55.0%, 70.3% and 61.5%,
respectively of our total revenue. Please refer to “Financial Information — Gross Profit” for a summary of
the gross profit margins for foundation works projects with recognised revenue of not less than HK$13
million and those less than HK$13 million.

2. “GI1/2 2012/2014” refers to revenue pertaining to ground investigation field works projects GI1 and GI2
awarded to us by Customer D, as the main contractor for public ground investigation field works projects,
during each of the financial year ended 31 March 2012 and 2014, respectively.

3. Diesel fuel is one of the key components of our Group’s construction material. For each of the three years
ended 31 March 2015, our diesel fuel cost amounted to approximately HK$18.9 million, HK$24.4 million
and HKS$21.1 million, representing approximately 10.0%, 9.5% and 7.2% of total costs of sales,
respectively. The monetary amount of diesel fuel consumed by our Group for the year ended 31 March
2015 was approximately HK$21.1 million, with a weighted average cost per litre for the year of
approximately HK$6.48 per litre. There has been a decline in unit diesel fuel cost per litre during the year
ended 31 March 2015. The highest unit diesel fuel cost of approximately HK$7.05 per litre was recorded in
April 2014, while the lowest unit diesel fuel cost of approximately HK$4.30 per litre was recorded in
March 2015. Should the highest and lowest diesel unit cost be applied to the actual quantity of diesel fuel
consumed by our Group for the year ended 31 March 2015 of approximately 3.2 million litre, the amount of
diesel consumption by our Group during the financial year ended 31 March 2015 would have been
approximately HK$22.6 million and approximately HK$13.8 million respectively.

Please refer to the paragraph under “Business — Our Projects” in this document for
further details regarding foundation works projects F4, F5, F9, F10 and F11, that are
referred to below.

Our gross profit increased by approximately HK$45.5 million or 66.2% from
approximately HK$68.7 million for the year ended 31 March 2014 to approximately
HK$114.2 million for the year ended 31 March 2015. Meanwhile, our gross profit margin
increased from approximately 21.1% for the year ended 31 March 2014 to approximately
28.0% for the year ended 31 March 2015. Such increase in gross profit margin for the
foundation construction segment was mainly attributable to the higher gross profit margin
achieved by foundation works projects F9 and F5, partially offset by the lower margins from
foundation works project F10 and F11. F9 and F5 accounted for approximately 14.0% and
12.7%, respectively, of our total revenue for the year ended 31 March 2015 and contributed
substantially towards our gross profit for that period, whereas, projects F10 and FI11
accounted approximately 3.7% and 5.8%, respectively, of our total revenue for the same
period. The higher gross profit margin for project F9 was attributable to substantial cost
savings in man power terms achieved through the deployment of more powerful drilling
machinery as dictated by the site condition. Meanwhile, project F5, which was previously a
H-Pile only project, had improved its gross profit margin by expanding its scope to include
more profitable pipe-piling work ensued from a variation order during the period. Please
refer to the paragraph under “Financial Information — Direct Costs” in this document for
further discussions on different cost drivers for pipe-piling and H-piles foundation works.
The gross profit margin for project F10 was low due to high machining cost associated with
drilling through rocky layer, meanwhile, project F11’s proximity to the sea had increased its
complexity and in turn negatively impacted its profitability.
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Our gross profit increased slightly by approximately HK$2.9 million or 4.4% from
approximately HK$65.8 million for the year ended 31 March 2013 to approximately
HK$68.7 million for the year ended 31 March 2014. Meanwhile, our gross profit margin
decreased from approximately 25.8% for the year ended 31 March 2013 to approximately
21.1% for the year ended 31 March 2014. Such decrease in gross profit margin arose as a
result of the net effect of the gross profit margins achieved by our top two contributors to
revenue in FY2014, namely, foundation works projects F5 and F4, which accounted for
approximately 36.7% and 19.9%, respectively, of our total revenue for FY2014 and
contributed substantially towards our gross profit for that year. F5 involved the construction
of more than 700 H-Piles over an extensive site with an underlying rock layer below the
surface. The sheer scale and complexity negatively impacted the gross profit margin of F5,
meanwhile, F4 commanded a relatively higher gross profit margin due to its relative
simplicity as a pre-boring only project that did not involve any pile construction nor
construction material input.

Our profit and total comprehensive income attributable to equity holders of our
Company increased by approximately HKS$22.6 million, from approximately HK$39.4
million for the year ended 31 March 2014 to approximately HK$62.0 million for the year
ended 31 March 2015. The increase in profit and total comprehensive income attributable to
equity holders of our Company was mainly attribute to the net effect of gross profit margins
contributed by the two large-scale foundation works projects F5 and F9 offset by lower
margins pertaining to foundation works projects FI0 and F11 during the year ended 31
March 2015 as discussed in the subsection on gross profit above.

Our profit and total comprehensive income attributable to equity holders of our
Company decreased by approximately HK$0.3 million, from approximately HK$39.7 million
for the year ended 31 March 2013 to approximately HK$39.4 million for the year ended 31
March 2014. The decrease in profit and total comprehensive income attributable to equity
holders of our Company was mainly attribute to the net effect of gross profit margins
contributed by the two large-scale foundation works projects F4 and F5 during FY2014 as
discussed above.

KEY FINANCIAL RATIOS

As at/Year ended 31 March

Selected Ratios Note 2013 2014 2015
Return on assets 1 21.1% 15.8% 22.9%
Return on equity 2 36.2% 27.3% 42.4%
Gross profit margin 3 25.8% 21.1% 28.0%
Net profit margin 4 15.6% 12.1% 15.3%
Gearing ratio (times) 5 0.03 N/A N/A
Current ratio (times) 6 2.06 2.12 1.96

Notes:
1. Net profit/total assets x 100%

2. Net profit/total equity x 100%
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3. Gross profit/revenue x 100%

4. Net profit/revenue x 100%

5. Net debt*/total equity

6. Current assets/current liabilities

* Net debt is calculated as total borrowings less cash and bank balances. Total borrowings included bank loans,
obligations under finance leases and amounts due to a Director, a Controlling Shareholder and related party.
Cash and bank balances included cash and cash equivalents.

RECENT DEVELOPMENT

Based on our unaudited management accounts for the two months ended 31 May 2015,
our monthly average revenue, monthly average gross profit and gross profit margin for the
two months ended 31 May 2015 decreased as compared to the monthly average revenue,
monthly average gross profit and gross profit margin for the year ended 31 March 2015
primarily due to (i) the progress of F13 with a higher gross profit margin slowed down
during the two months ended 31 May 2015 due to the work programme of the main
contractor and (ii) certain projects with expected contract sum of not less than HK$13
million were at the beginning stage during the period whereas the higher monthly average
gross profit and gross profit margin for the year ended 31 March 2015 was mainly
attributable to foundation works project F9 and F5. The Company recorded a profit for the
two months ended 31 May 2015. We incurred approximately HK$[REDACTED] of listing
expenses during the period, among which HK$[REDACTED] was recorded as prepayment
and HK$[REDACTED] was recorded as expenses.

Our Directors confirm that there have not been any material adverse change in our
financial and trading positions or prospect since 31 March 2015, being the date of our latest
audited financial results as set out in the Accountants’ Report in Appendix I up to the date
of this document. As far as we are aware, there was no material change in the foundation
industry in Hong Kong that had affected or would affect our business operations or financial
condition materially or adversely.

LISTING EXPENSES

The total amount of listing expenses and commission in connection with the
[REDACTED] is approximately HK$[REDACTED], which will be equally borne by the
Selling Shareholders and us, each bearing approximately HK$[REDACTED]. The portion of
listing expenses borne by the Selling Shareholders in connection with the Sale Shares of
approximately HK$[REDACTED] will be set-off against the listing expenses of our
Company. The portion of listing expenses of approximately HK$[REDACTED] reimbursed
by the Selling Shareholders in its capacity as shareholder will be accounted for as capital
contribution to our Company.

Of the aggregate listing expenses of approximately HK$[REDACTED], approximately
HKS$[REDACTED] directly attributable to the issue of New Shares will be accounted for as
a deduction from equity upon [REDACTED]. Of the remaining HK$[REDACTED],
approximately HK$[REDACTED] will be borne by the Selling Shareholders as stated above

—10 -
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and approximately HK$[REDACTED] will be charged to our profit or loss. We incurred
approximately [REDACTED] of listing expenses during the Track Record Period, among
which [REDACTED] was recorded as prepayments and [REDACTED] was recorded as
expenses. An additional amount of approximately HK$[REDACTED] will be charged to the
profit or loss for the year ending 31 March 2016. Expenses in relation to the [REDACTED]
are non-recurring in nature. The Director wishes to inform our Shareholders and
potential investors that our Group’s financial performance and results of operations for
the year ending 31 March 2016 will be significantly affected by the estimated expenses
in relation to the [REDACTED].

STATISTICS OF THE [REDACTED]

Based on an Based on an
[REDACTED] of [REDACTED] of
HKS$[REDACTED] HKS$[REDACTED]
per [REDACTED] per [REDACTED]

Market capitalisation of the Shares™’ 7/ HK$[REDACTED] HK$[REDACTED]
Unaudited pro forma adjusted net tangible HK$[REDACTED] HK$[REDACTED]
assets per ShareV’ 2

Notes:

1. The calculation of the market capitalisation of the Shares is based on an issued capital of [REDACTED]
Shares, being the number of the Shares in issue immediately following the completion of the [REDACTED]
but not taking into account of any Shares which may be allotted and issued pursuant to the exercise of any
options that may be granted under the Share Option Scheme, any Shares which may be allotted and issued
or repurchased by the Company pursuant to the general mandate to issue Shares and Repurchase Mandate.

2. The unaudited pro forma adjusted net tangible asset per Share is arrived at after the adjustments referred to
in Appendix II “Unaudited Pro Forma Financial Information” to this document.

OUR SHAREHOLDERS

Immediately following completion of the [REDACTED], but without taking into
account any Shares which may be allotted and issued pursuant to the exercise of any options
that may be granted under the Share Option Scheme, Suntecli, Samwood, Mr. WS Lau, Mr.
Fong and Mr. Leung will control, in aggregate, approximately [REDACTED]% of our issued
share capital.

For the purpose of the Listing Rules, Suntecli, Samwood, Mr. WS Lau, Mr. Fong and
Mr. Leung are our Controlling Shareholders.

Our Controlling Shareholders have been parties acting in concert (having the meaning
as ascribed thereto in the Takeovers Code) in the course of the Reorganisation and will
continue to be parties acting in concert (having the meaning as ascribed thereto in the
Takeovers Code) until such arrangement is terminated in writing by them pursuant to the
Concert Party Deed. For details, please refer to the paragraph headed ‘“History,
Reorganisation and Group Structure — Concert Party Deed” in this document.

—11 =
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Suntecli is owned as to approximately [REDACTED]%, [REDACTED]%,
[REDACTED]%, [REDACTED]%, [REDACTED]% and [REDACTED]% by Mr. WS Lau,
our Chairman, an executive Director and a Controlling Shareholder, Ms. Wong Po Lin, Ms.
So, Mr. CS Lau, an executive Director, Mr. CH Lau, our vice Chairman and an executive
Director, and Mr. Ian Lau, respectively. Ms. Wong Po Lin, Ms. So, Mr. CS Lau, Mr. CH Lau
and Mr. Ian Lau are family members of Mr. WS Lau.

Samwood is owned as to [REDACTED]% and [REDACTED]% by Mr. Fong, our chief
executive officer, an executive Director and a Controlling Shareholder, and Mr. Yeung,
respectively.

DIVIDEND POLICY

For each of the three preceding financial years ended 31 March 2015, members of our
Group declared dividends of nil, HK$4.5 million and HK$60.0 million, representing
approximately nil, 11.4% and 96.3% of the respective period’s net profit attributable to
shareholders. The declared dividends were paid from our internal resources in April 2015.
The dividend distribution record in the past may not be used as a reference or basis to
determine the level of dividends that may be declared or paid by our Board in the future.
For details, please refer to the paragraph headed “Financial Information-Dividend Policy” in
this document.

RISK FACTORS

Potential investors are advised to carefully read the section “Risk Factors” in this
document before making any investment decision in the [REDACTED]. Some of the more
particular risk factors include:

—  We have a concentrated clientele base and any decrease in the number of projects
with our top five customers would adversely affect our operations and financial
results.

—  Our revenue is mainly derived from projects which are not recurring in nature and
any decrease in the number of our projects would affect our operations and
financial results.

- Our gross profit margin had been dominated by significant foundation works
projects and is affected by a number of factors and varies from project to project,
yet there is no assurance that we will secure significant future projects with our
historical gross profit margins. If the gross profit margins of our significant future
projects are lower than our historical gross profit margins, our financial
performance and profit would be adversely affected.

- We depend on our suppliers for diesel fuel and construction materials, and any
shortage or delay of supply, or deterioration in the quality, of the same could
materially and adversely affect our operations, and we may not be able to identify
an alternative source of stable supply with acceptable quality and price.

—12 —
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—  We were involved in certain ongoing legal proceedings against us as at the Latest
Practicable Date. If we were found liable, we might have to make compensations,
incur significant financial loss, and suffer damage to our reputation.

—  We may be involved in construction and/or labour disputes, legal and other
proceedings arising from our operations from time to time and may face
significant legal liabilities as a result.

—  We determine the price of our quotation or tender based on the estimated time and
costs to be involved in a project, yet the actual time and costs incurred may
deviate from our estimate due to unexpected circumstances, thereby adversely
affecting our operations and financial results.

—  We may be exposed to delays and/or defaults of progress payments and/or
retention monies by our customers which would adversely affect our cash flows or
financial results.

—  There is no guarantee that safety measures and procedures implemented at our
construction sites could prevent the occurrence of industrial accidents of all kinds,
which in turn might lead to claims in respect of employees’ compensation,
personal injuries, and/or property damage against us.

—  We have records of non-compliance with certain Hong Kong and Macau
regulatory requirements which could lead to the imposition of fines.

HISTORICAL NON-COMPLIANCE INCIDENTS

There were instances where our Group failed to comply with certain applicable laws
and regulations in Hong Kong and Macau during the Track Record Period, including, among
others: (i) non-compliance with Government leases, Buildings Ordinance, Building
(Construction) Regulations and occupation permit in respect of permitted use of properties
and additional works performed; (ii) certain statutory requirements in the Companies
Ordinance and Predecessor Companies Ordinance in respect of matters such as timely
adoption of audited accounts, late filing of annual returns and various forms of notice; (iii)
the Inland Revenue Ordinance in respect of timely filing of notification in relation to
commencement and cessation of employment; (iv) Mandatory Provident Fund Schemes
Ordinance in respect of mistaken employment status of our employees and ex-employees and
incorrect amount of MPF contribution paid to employees; (v) Employees’ Compensation
Ordinance in respect of the notifications to the Commissioner of Labour regarding injuries
of our employees; and (vi) Complementary Tax Regulation (Fif3fi7aBi&FE) in respect of
incorrect tax deductible. For details of such non-compliance incidents and the respective
rectification actions taken, please refer to the paragraph headed “Business — Legal
Proceedings and Legal Compliance” in this document.

— 13 —
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have the meanings set forth below.

In this document, unless the context otherwise requires, the following terms shall

[REDACTED]

“Articles of Association” or
“Articles”

“Architectural Services
Department”

“associate(s)”

“Board”
“Budget”

“Budget Speech”

“Building Authority”
“Buildings Department”

“Buildings Ordinance”

“business day”

“BVI”

“CCASS”

[REDACTED]

the articles of association of our Company, adopted on
9 May 2015 and as amended from time to time, a
summary of which is set forth in the section headed
“Summary of the Constitution of our Company and
Cayman Islands Company Law” in Appendix III to this
document

Architectural ~ Services Department, one of the
departments of the Development Bureau, which
provides professional and technical advice on all
matters relating to public buildings (except public

housing)

has the meaning ascribed thereto under the Listing
Rules

our board of Directors
the annual budget of the Government

the annual budget speech by the Financial Secretary of
Hong Kong

the Building Authority of the Government

the Buildings Department of the Government

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

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

the British Virgin Islands

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”

“Chairman”

“China” or “PRC”

“Chung Hang”

“Chung Shun”

“close associate(s)”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

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

a person admitted to participate in CCASS as a
custodian participant

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

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

the chairman of our Board, Mr. WS Lau

the People’s Republic of China and, except where the
context otherwise requires and for the purpose of this
document only, does not include Hong Kong, Macau
and Taiwan

Chung Hang Enterprises Holdings Limited (54245
RHFR/AW), a company incorporated in Hong Kong
with limited liability on 10 December 1997 which is
owned by Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr.
CS Lau, Mr. CH Lau and Mr. Ian Lau as to
approximately 94.65%, 1.07%, 1.07%, 1.07%, 1.07%
and 1.07%, respectively

Chung Shun Boring Engineering Company Limited ('
58 TRARAF]), a company incorporated in Hong
Kong with limited liability on 14 December 1995 and
an indirectly wholly-owned subsidiary of our Company

has the meaning ascribed thereto under the Listing
Rules

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

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

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

“Concert Party Deed”

“connected person(s)”

“connected transactions(s)”’

“Construction Industry Council”

“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Governance Code”

“Deed of Indemnity”

“Deed of Non-competition”

“Development Bureau”

the Companies Registry of Hong Kong

a confirmatory deed entered into among Chung Hang,
Gold Crown and our Controlling Shareholders dated 3
December 2014 to confirm and record the agreement
and understanding among the parties for the
acknowledgement of their acting in concert (having the
meaning as ascribed thereto in the Takeovers Code)
relationship, details of which are set out in the
paragraph headed “History, Reorganisation and Group
Structure — Concert Party Deed” in this document

has the meaning ascribed thereto under the Listing
Rules

has the meaning ascribed thereto under the Listing
Rules

the Construction Industry Council of Hong Kong

has the meaning ascribed thereto under the Listing
Rules, and in the context of our Company, means
Suntecli, Samwood, Mr. WS Lau, Mr. Fong and Mr.
Leung

has the meaning ascribed thereto under the Listing
Rules

Appendix 14 to the Listing Rules, as amended,
supplemented or otherwise modified from time to time

the deed of indemnity dated 12 May 2015 given by our
Controlling Shareholders in favour of our Company
(for ourselves and for the benefit of our subsidiaries)
regarding certain indemnities, details of which are set
out in the paragraph headed “Statutory and General
Information — E. Other Information — 1. Tax and other
indemnities” in Appendix IV to this document

the deed of non-competition dated 12 May 2015 given
by our Controlling Shareholders in favour of our
Company (for ourselves and for the benefit of our
subsidiaries) regarding non-competition undertaking,
details of which are set out in the paragraph headed
“Relationship with our Controlling Shareholders -
Deed of Non-Competition” in this document

the Development Bureau of the Government
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“Director(s)”

“F1/2/3/4/5/6/7/8/9/10/11/12/13”

“FY2013”
“FY2014”
“FY2015”

“GI172”

“[REDACTED]”

“Gold Crown”

“Government”

“HK$” or “Hong Kong dollars”
or “HK dollars”

“HKFRs”
“HKSCC”

“HKSCC Nominees”

“Hong Kong”

[REDACTED]

the director(s) of our Company

foundation works project F1/2/3/4/5/6/7/8/9/10/11/12/
13, for details of these projects, please refer to the
paragraph headed “Business — Our Works - Our
projects” in this document

the financial year ended 31 March 2013

the financial year ended 31 March 2014

the financial year ended 31 March 2015

grand investigation field works project GI1/2, for
details of these projects, please refer to the paragraph
headed “Business — Our Works — Our projects” in this
document

the [REDACTED] and the [REDACTED]

Gold Crown Consultants Limited GEZMMARAT), a
company incorporated in Hong Kong with limited
liability on 9 March 1998 which is owned by Mr. Fong
and Mr. Yeung as to 79% and 21%, respectively

the Government of Hong Kong

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Financial Reporting Standards
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

[REDACTED]
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[REDACTED] [REDACTED]
[REDACTED] [REDACTED]

>

“Hong Kong Underwriters’

“Hong Kong Underwriting
Agreement”

“Housing Authority”

“Independent Third Party(ies)”

[REDACTED]

[REDACTED]

the underwriters of the [REDACTED] whose names are
set forth in the paragraph headed “Underwriting —
Hong Kong Underwriters” in this document

the  conditional  underwriting agreement dated
[REDACTED] relating to the [REDACTED] entered
into between, among others, our Company and the
Hong Kong Underwriters, particulars of which are
summarised in the section headed “Underwriting” in
this document

the Housing Authority of the Government

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

[REDACTED]

[REDACTED]
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“[REDACTED] Underwriters”

“[REDACTED] Underwriting
Agreement”

“IpSOS”

“Ipsos Report”

“Issuing Mandate”

[REDACTED]

“Latest Practicable Date”

“Legal Counsel”
“Listing”
“Listing Committee”

“Listing Date”

the underwriters of the [REDACTED], who are
expected to enter into the [REDACTED] Underwriting
Agreement to underwrite the [REDACTED]

the conditional underwriting and [REDACTED]
agreement relating to the [REDACTED] expected to be
entered into on or about the Price Determination Date
by, among others, our Company, the Joint Global
Coordinators and the [REDACTED] Underwriters,
particulars of which are summarised in the section
headed “Underwriting” in this document

Ipsos Hong Kong Limited, an Independent Third Party,
being a professional market research company

the commissioned report on the market overview and
competitive analysis for the foundation industry in
Hong Kong dated [REDACTED] compiled by Ipsos

the unconditional mandate granted to our Directors to
allot and issue Shares pursuant to the resolutions set
forth in the paragraph headed “Statutory and General
Information - A. Further Information about Our
Company — 3. Written resolutions of the Shareholders
passed on 9 May 20157 in Appendix IV to this
document

[REDACTED]

[REDACTED], being the latest practicable date prior to
the printing of this document for ascertaining certain
information in this document

Mr. Chan Chung, barrister-at-law of Hong Kong

the listing of the Shares on the Main Board

the Listing Committee of the Stock Exchange

the date expected to be on or about [REDACTED], on

which our Shares are listed and dealings in our Shares
commence on the Stock Exchange
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“Listing Rules” the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time

“Macau” the Macau Special Administrative Region of the PRC

“Main Board” the stock exchange (excluding the option markets)
operated by the Stock Exchange which is independent
from and operated in parallel with the Growth
Enterprise Market of the Stock Exchange

“Memorandum of Association” the memorandum of association of our Company,
adopted on 9 May 2015, as amended, supplemented or
otherwise modified from time to time

“MOPS$” or “Pataca” Macau Pataca, the lawful currency of Macau

“Mr. CH Lau” Mr. Lau Chi Hing (2|H), our vice Chairman, an
executive Director and a son of Mr. WS Lau

“Mr. CS Lau” Mr. Lau Chi Shing (|7 ), an executive Director and
a son of Mr. WS Lau

“Mr. Fong” Mr. Fong Hon Hung (J7##5), our chief executive
officer, an executive Director and a Controlling
Shareholder

“Mr. Ian Lau” Mr. Lau Chi Hang Ian (2|&14E), a director and a

shareholder of Chung Hang, and a son of Mr. WS Lau

“Mr. Leung” Mr. Leung Man Lun Stephen C23CE§), an executive
Director and a Controlling Shareholder

“Mr. WS Lau” Mr. Lau Woon Si (ZIt%F), our Chairman, an executive
Director and a Controlling Shareholder

“Mr. Yeung” Mr. Yeung Wai Keung Toby (#jfsi), a shareholder of
Gold Crown
“Ms. So” Ms. So Choi (#%4), spouse of Mr. WS Lau and a

shareholder of Chung Hang

“Ms. Yeung” Ms. Yeung Siu Lai Shirley (#08), a former
shareholder of Chung Shun and a Shareholder holding
approximately 0.11% of our issued Shares immediately
following completion of the [REDACTED] (assuming
that any options granted under the Share Option
Scheme are not exercised)
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“MTR”

“New Shares”

[REDACTED]
[REDACTED]

“Policy Address”

“Predecessor Companies
Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Public Housing Development
Program”

“Reorganisation”

the mass transit railway of Hong Kong

the [REDACTED] new Shares to be [REDACTED]
pursuant to the [REDACTED]

[REDACTED]
[REDACTED]

the annual address by the Chief Executive of Hong
Kong

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

the agreement expected to be entered into between our
Company (for itself and on behalf of the Selling
Shareholders) and [REDACTED] (for itself and on
behalf of the Underwriters) on or before the Price
Determination Date to record the agreement on the
final [REDACTED]

the date, expected to be on or around [REDACTED]
but no later than [REDACTED], on which the final
[REDACTED] is to be fixed for the purpose of the
[REDACTED]

the  public  housing  development
implemented by the Housing Authority

programme

the reorganisation arrangements we have undergone in
preparation for the [REDACTED] of Shares on the
Stock Exchange which are more particularly described
in the section headed ‘“History, Reorganisation and
Group Structure” in this document
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DEFINITIONS

“Repurchase Mandate”

“Sale Shares”

“Samwood”

“Selling Shareholders”
“SFC”

“SFO”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Sole Sponsor” or “Kingsway
Capital”

“Stock Exchange”

“subsidiary(ies)”

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, particulars
of which are set forth in the paragraph headed
Statutory and General Information — A. Further
Information about Our Company - 3. Written
resolutions of the Shareholders passed on 9 May 2015”
in Appendix IV to this document

[REDACTED] Shares to be offered by the Selling
Shareholders for purchase at the [REDACTED] under
the [REDACTED]

Samwood Global Limited (FRIERKAMWAR), a
company incorporated in the BVI with limited liability
on 3 July 2014 and a Controlling Shareholder which is
owned as to 79% and 21% by Mr. Fong and Mr.
Yeung, respectively

Suntecli, Samwood, Mr. Leung and Ms. Yeung
the Securities and Futures Commission of Hong Kong

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

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

the share option scheme our Company conditionally
adopted on 9 May 2015, the principal terms of which
are summarised in the paragraph headed “Statutory and
General Information — D. Share Option Scheme” in
Appendix IV to this document

holder(s) of Shares

Kingsway Capital Limited, a corporation licensed to
engage in type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities
under the SFO, the sole sponsor of the [REDACTED]
The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing
Rules
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“Substantial Shareholder(s)”

“Suntecli”

“Takeovers Code”

“Ten Major Infrastructure
Projects”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. dollars” or “US$”

“Wan Chai Development”

“Wan Kei Engineering”

has the meaning ascribed thereto under the Listing
Rules

Suntecli Company Limited GHEFIARAR), a
company incorporated in the BVI with limited liability
on 19 September 2014 and a Controlling Shareholder
which is owned as to approximately [REDACTED]%,
[REDACTED]%, [REDACTED]%, [REDACTED]%,
[REDACTED]% and [REDACTED]% by Mr. WS Lau,
Ms. Wong Po Lin, Ms. So, Mr. CS Lau, Mr. CH Lau
and Mr. Ian Lau, respectively

the Hong Kong Codes on Takeovers and Mergers and
Share Buy-backs issued by the SFC, as amended,
supplemented or otherwise modified from time to time

the ten major infrastructure projects launched by the
Government, namely, South Island Line, Lok Ma Chau
Loop, Sha Tin to Central Link, West Kowloon Cultural
District, Tuen Mun-Chek Lap Kok Link and Tuen Mun
Western Bypass, Kai Tak Development,
Guangzhou-Shenzhen-Hong Kong Express Rail Link,
Hong Kong-Zhuhai-Macao Bridge, North East New
Territories New Development Areas and Hong
Kong-Shenzhen Western Express Line

the period comprising the three financial years ended
31 March 2015

the Hong Kong Underwriters and the [REDACTED]
Underwriters

the Hong Kong Underwriting Agreement and the
[REDACTED] Underwriting Agreement

the United States of America

United States dollars, the lawful currency of the United
States

the project implemented by the Government to provide
land at Wan Chai North and North Point for
construction of the Central — Wan Chai Bypass and
Island Eastern Corridor Link

Wan Kei Geotechnical Engineering Company Limited
(EHEAT T THRARAF), a company incorporated in
Hong Kong with limited liability on 4 May 1995 and
an indirectly wholly-owned subsidiary of our Company
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“Wan Kei Machinery”

“Wan Kei (Macau)”

“Wan Wai”

113 ER T3 LE T 99 ¢

we”, “us”, “our”, “our
Company”, and “our Group”

[REDACTED]

[REDACTED]

Wan Kei Machinery Company Limited (%M A BR
A), a company incorporated in Hong Kong with
limited liability on 27 May 1998 and an indirectly
wholly-owned subsidiary of our Company

Wan Kei (Macau) Civil And Foundation Construction
Company Limited (%% (M) MEE#EETRARAR), a
company incorporated in Macau with limited liability
on 10 December 2004 and since 5 December 2014, an
indirectly wholly-owned subsidiary of our Company

Hong Kong Wan Wai Company Limited (7754 R
/vH]), a company incorporated in the BVI with limited
liability on 30 September 2014 and the intermediate
holding company of our Group

Wan Kei Group Holdings Limited (7348 M4 BATBRA
A), an exempted company with limited liability
incorporated in the Cayman Islands on 7 October 2014
and, unless the context otherwise requires, all of our
subsidiaries, or where the context refers to any time
prior to our incorporation, the business in which the
predecessors of our present subsidiaries were engaged
and which were subsequently assumed by such
subsidiaries pursuant to the Reorganisation

[REDACTED]

[REDACTED]

Certain amounts and percentage figures included in this document have been subject to
rounding adjustments. Unless otherwise stated, all the numerical figures are rounded to one

decimal place. Any discrepancy in any table between totals and sums of individual amounts
listed in any table are due to rounding. Accordingly, figures shown as totals in certain tables
may not be an arithmetic aggregation of the figures preceding them.

Unless expressly stated or the context otherwise requires, all data in this document is

as at the date of this document.
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usage of these terms

This glossary contains explanations of certain terms used in this document. These
terms and their meanings may or may not correspond to standard industry meaning or

“CAGR”

“GDP”

“ISO”

“ISO 9001~

“ISO 14001~

“king posts”

“OHSAS”

“OHSAS 18001~

“main contractor”

“mini piles”

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

Gross Domestic Product

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

quality management systems model published by ISO
for quality assurance in design, development,
production, installation and servicing

an international standard that gives a framework for an
environmental management system

a vertical pile formed by steel H-pile, mini pile or
casing, which intends to support the struts of the
shoring system during the excavation

acronym for Occupational Health and Safety
Management System, which provides a framework for
organisations to identify and control its health

an international standard that gives a framework for an
occupational health and safety management system

a contractor, appointed by the project employer, who is
generally responsible for the administration and overall
supervision of all the construction works involved in
the construction project and delegate specific work
tasks of the construction to different subcontractors

a type of pile which consists of one or more high yield

steel bars embedded in rock socket, which in general
have a diameter between 100mm and 400mm
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“percussive piling”

“pile cap”

“piling”

“pipe piles”

“Registered Contractor”

“socketed H-piles” or “rock
socketed H-piles”

“soldier piles”

“Specialist List”

“Specialist List Group I”

“Specialist List Group II”

a type of construction activity by sinking or driving a
pile by direct or indirect hammering or other
percussive means, including piling by the use of a drop
hammer, diesel hammer, double acting hammer, single
acting hammer, internal drop hammer, pneumatic
hammer, steam hammer or other percussive device,
other than a device that is portable and designed for
operation while held by hand without any other form of
support

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

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

a type of pile designed to use circular steel tubes or
pipes to provide intermitted vertical support and are
installed before excavation commence

a contractor whose name is entered into the registers of
general building contractors and specialist contractors,
being kept by the Building Authority

a type of pile formed by inserting a steel H-pile section
into a prebored hole formed into the bedrock and the
prebored hole is then filled with non-shrink cement
grout

a type of pile constructed of steel H sections spaced
about 0.8m to 1m apart that provide intermitted vertical
support and are installed before excavation commence

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

Development Bureau

the Specialist List for contracts or sub-contracts up to
HK$3.4 million per contract

the Specialist List for contracts or sub-contracts of
unlimited value
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“sq. ft.” square feet
“sq. m.” square metres
“%” per cent
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. The forward-looking statements are contained principally
in the sections “Summary”, “Risk Factors”, “Industry Overview”, “Business”, “Financial
Information” and “Future Plans and Use of Proceeds” of this document. These statements
relate to events that involve known and unknown risks, uncertainties and other factors,
including those listed under the section “Risk Factors” of this document, which may cause
our actual results, performance or achievements to be materially different from performance
or achievements expressed or implied by the forward-looking statements. These
forward-looking statements include, without limitation, statements relating to:

° our business strategies;
° our capital expenditure and future plans;

° our ability to identify and successfully take advantage of new business
development opportunities;

e  our dividend policy;
° our prospective financial information; and

° changes to the regulatory and operating conditions in the industry and market in
which we operate.

The words “anticipate”, “believe”, “could”, “expect”, “intend”, “may”, “plan”, “seek”,
“will”, “would” and the negative of these terms and other 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. Actual results may differ materially from information
contained in the forward-looking statements as a result of a number of uncertainties and
factors, including but not limited to:

e any changes in the laws, rules and regulations in Hong Kong relating to any
aspect of our business or operations;

e  general economic, market and business conditions in Hong Kong;

° inflationary pressures or changes or volatility in interest rates, foreign exchange
rates or other rates or prices;

e  various business opportunities that we may pursue; and

e the risk factors discussed in this document as well as other factors beyond our
control.

Subject to the requirements of applicable laws, rules and regulations, we do not have

any obligation to update or otherwise revise the forward-looking statements in this
document, whether as a result of new information, future events or otherwise. As a result of
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these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this document might not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements contained in this document are qualified by reference to the
cautionary statements set forth in this section as well as the risks and uncertainties discussed
in the section “Risk Factors” in this document.
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RISK FACTORS

Prospective investors should consider carefully all of the information set forth in
this document and, in particular, should consider the following risks and special
considerations in connection with an investment in our Company before making any
investment decision in relation to the [REDACTED]. The occurrence of any of the
following risks may have a material adverse effect on the business, results of operations,
financial conditions and future prospects of our Group.

This document contains certain forward-looking statements regarding our plans,
objectives, expectations, and intentions which involve risks and uncertainties. Our
Group’s actual results could differ materially from those discussed in this document.
Factors that could cause or contribute to such differences include those discussed below
as well as those discussed elsewhere in this document. The trading price of the
[REDACTED] could decline due to any of these risks and you may lose all or part of
your investment.

We believe that there are certain risks involved in our business and operations. They
can be classified into: (i) risks relating to our business; (ii) risks relating to the industry in
which we operate; (iii) risks relating to Hong Kong; (iv) risks relating to the [REDACTED];
and (v) risks relating to statements in this document.

RISKS RELATING TO OUR BUSINESS

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

A significant portion of our revenue was derived from a small number of customers
during the Track Record Period. Our top five customers for each of the three years ended 31
March 2015 accounted for approximately 72.7%, 83.3% and 65.8% of our revenue of the
same period, respectively. For the same period, our largest customer accounted for
approximately 21.4%, 36.7% and 15.8% of our revenue, respectively.

Save and except the master agreements of ground investigation field works project GI1
and GI2, we did not enter into any long-term service agreement with any of our customers
during the Track Record Period and up to the Latest Practicable Date. As such, there is no
assurance that we will be able to retain our customers or that they will maintain their
current level of business with us in the future. If there is a significant decrease in the
number of projects awarded by our top five customers to us for whatever reasons, and we
are unable to obtain suitable projects of a comparable size and quantity as replacement, our
financial condition and operating results would be materially and adversely affected.
Besides, if any of our top five customers during the Track Record Period experiences any
liquidity problem, it may result in delay or default of progress payments to us, which in turn
would have an adverse impact on our cash flows and financial conditions. We cannot
guarantee that we will be successful in diversifying our clientele base by obtaining
significant number of new projects from new or other existing customers.
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Our revenue is mainly derived from projects which are not recurring in nature and any
decrease in the number of our projects would affect our operations and financial results

All of our revenue during the Track Record Period was derived from providing
foundation works and ground investigation field works in Hong Kong, and our engagements
with customers were on a project basis and non-recurring in nature. Save and except the
master agreements of ground investigation field works project GI1 and GI2, we did not enter
into any long-term agreement or master service agreement with our customers during the
Track Record Period and up to the Latest Practicable Date. After completion of the projects,
our customers are not obliged to engage us again in subsequent projects. We have to
undergo the entire tender or quotation selection process for every new project.

We cannot assure you that our existing customers will award new projects to us, nor
can we guarantee that we would be able to maintain our business relationships with existing
customers. In the event that we are unable to attract new customers or secure new projects
from our existing customers, there may be a significant decrease in our revenue. Our
operations and financial results would hence be adversely affected.

Our historical growth rate, revenue and profit margin may not be indicative of our
future growth rate, revenue and profit margin

For each of the three years ended 31 March 2015, our revenue was approximately
HK$255.1 million, HK$325.5 million and HK$408.1 million, respectively. For the same
period, our profit and total comprehensive income was approximately HK$39.7 million,
HK$39.5 million and HK$62.3 million respectively. For each of the three years ended 31
March 2015, our gross profit was approximately HK$65.8 million, HK$68.7 million and
HK$114.2 million, respectively, whereas our gross profit margin for the same period was
approximately 25.8%, 21.1% and 28.0%, respectively. For discussions as to our results of
operations, please refer to the paragraph headed “Financial Information — Period to Period
Comparison of Results of Operations” in this document.

There is inherent risk in using such historical financial information of us to project or
estimate our financial performance in the future, as they only reflect our past performance
under particular conditions. We may not be able to sustain our historical growth rate,
revenue and profit margin for various reasons, including but not limited to, deterioration in
the market conditions of the foundation industry in Hong Kong, intensification of
competition among foundation subcontractors, aggravation in labour shortage, and other
unforeseen factors such as adverse weather and geological conditions, which may delay the
completion of our projects, reduce the number of projects awarded to us, and/or reduce the
profit margin of our projects.

There is no assurance that we will be able to achieve the performance as we did during

the Track Record Period. Investors should not solely rely on our historical financial
information as an indication of our future financial or operating performance.
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Our gross profit margin had been dominated by significant foundation works projects
and is affected by a number of factors and varies from project to project, yet there is
no assurance that we will secure significant future projects with our historical gross
profit margins. If the gross profit margins of our significant future projects are lower
than our historical gross profit margins, our financial performance and profit would be
adversely affected

For each of the three years ended 31 March 2015, our gross profit was approximately
HK$65.8 million, HK$68.7 million and HK$114.2 million, respectively, whereas our gross
profit margin for the same period was approximately 25.8%, 21.1% and 28.0%, respectively.
During the Track Record Period, our revenue and gross profit had been dominated by
significant foundation works projects. Aggregate revenue from foundation works with
recognised revenue of not less than HK$13 million accounted for approximately 55.0%,
70.3% and 61.5% of our total revenue, respectively, having been contributed by 5, 4 and 7
projects, respectively. The gross profit margins for foundation works projects with
recognised revenue not less than HK$13 million were approximately 28.7%, 21.9% and
28.4%, respectively. The gross profit margin of our significant project depends on a number
of factors, including but not limited to (i) scope of work; (ii) technical complexity; (iii)
geological conditions of the work sites; (iv) supplemental and/or variation orders; and/or (v)
work programme of the main contractors, and varies from project to project. There is no
assurance that we will secure significant future projects with our historical gross profit
margins. If the gross profit margins of our significant future projects are lower than our
historical gross profit margins or the foundation industry experiences a downturn and the
competition for price intensifies, our financial performance and profit would be adversely
affected.

We depend on our suppliers for diesel fuel and construction materials, and any
shortage or delay of supply, or deterioration in the quality, of the same could materially
and adversely affect our operations, and we may not be able to identify an alternative
source of stable supply with acceptable quality and price

We rely on our suppliers for stable and timely delivery of quality diesel fuel, steel and
cement. For each of the three years ended 31 March 2015, our total purchase cost of diesel
fuel, steel and cement amounted to approximately HK$49.1 million, HK$57.7 million and
HK$68.7 million, respectively representing approximately 26.0%, 22.5% and 23.3% of our
total direct costs, respectively.

If there is any shortage of diesel fuel and/or construction materials, or material delay in
delivery by our suppliers, we may fail to complete our projects on time or at all. As a result,
we may be required to pay liquidated damages or other penalties to our customers. We
cannot guarantee that we would be able to identify suitable alternative sources of supply
with acceptable quality and price. Further, even if we could do so, there can be no assurance
that we would not encounter similar problems with them in the future. In such event, our
business reputation and financial results may be adversely affected.
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If there is any deterioration in the quality of diesel fuel and construction materials from
our suppliers, and we are unable to identify suitable alternative sources, the progress and
quality of our works could be materially and adversely affected, thereby damaging our
business reputation and adversely affecting our financial results.

We were involved in certain ongoing legal proceedings against us as at the Latest
Practicable Date. If we were found liable, we might have to make compensations, incur
significant financial loss, and suffer damage to our reputation

As at the Latest Practicable Date, we were involved in a number of ongoing legal
proceedings against us. For details, please refer to the paragraph headed “Business — Legal
Proceedings and Legal Compliance” in this document.

There is no assurance that the outcomes of the above proceedings would be favourable
to us. If we were liable to make substantial amounts of damages, it would result in
significant financial loss, damages to our reputation in the foundation industry, and
adversely affect our financial conditions. In addition, we may have to incur huge
expenditures in defending ourselves in such proceedings.

We may be involved in construction and/or labour disputes, legal and other proceedings
arising from our operations from time to time and may face significant legal liabilities
as a result

We may be involved in disputes with our customers, suppliers, sub-subcontractors and
other project parties from time to time in respect of various matters, including delay in
completion of foundation works, personal injury claims, complaints about the quality of
completed works and damages to machinery and equipment arising from daily operation.

Further, disputes may arise between us and the main contractor or employer as to the
value of work properly done in a particular period, and the progress payment that we are
entitled to in the relevant period. In some projects, the subcontracts may include variation
clauses which empower the employers of the construction project and/or the main
contractors to give instructions to vary the subcontract works which we are generally
obliged to follow. The value of such variations is generally ascertained with reference to the
rates and prices specified in the subcontract for analogous work and/or the prevailing market
rate. In the event we disagree with such valuation results, contractual disputes with our
customers may arise.

There is no assurance that we may be able to resolve every instance of disputes by way
of negotiation and/or mediation with relevant parties. If we fail to do so, it may lead to legal
and other proceedings against us, and consequently we may have to incur huge expenditure
in defending ourselves in such actions. If we fail to obtain favourable outcome in such
proceedings, we may be liable to pay significant amount of damages which may adversely
affect our operations and financial results.
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We determine the price of our quotation or tender based on the estimated time and
costs to be involved in a project, yet the actual time and costs incurred may deviate
from our estimate due to unexpected circumstances, thereby adversely affecting our
operations and financial results

We determine the price of tender or quotation based on our cost estimate plus a certain
mark-up margin. For details of the factors we take into account when making our cost
estimate, please refer to the paragraph headed “Business — Business Model and Our
Operation — Project quotation” in this document. The actual time and costs incurred by us,
however, may be adversely affected for various factors, including but not limited to: (i)
unexpected geological conditions in the underground of the work sites; (ii) unfavourable
weather conditions; (iii) disputes with customers, suppliers, sub-subcontractors and other
project parties; (iv) difficulties in retaining necessary number of workers with requisite
skills; (v) receipt of variation or supplemental orders from our customers; (vi) unexpected
fluctuations in the market price of construction materials such as cement, steel and diesel
fuel after the commencement of project; and (vii) other unforeseen circumstances.
Significant changes in any of these or other relevant factors may lead to delay in completion
or costs overrun by us, and there is no assurance that the actual time and costs incurred by
us would match our initial estimate. Such delays, cost overruns or mismatch of actual time
and costs with our estimates may cause our profitability to be lower than what we expected
or may expose us to litigation or claims from clients in case of delays.

If we set a significant mark-up margin upon our estimated costs to cater for the
unfavourable circumstances above, our tender or quotation may become uncompetitive.
There is no assurance that we will always be able to price our tender or quotation
competitively, and if we fail to do so, our customers may opt for our competitors, thereby
resulting in a decrease in the number of projects awarded to us. This would adversely affect
our operations and financial results. Meanwhile, if the mark-up margin set by us is too low,
we may not be able to cover the financial impact of any unfavourable circumstances during
project implementation. Our profitability in the project would hence be adversely and
materially affected.

Our customers may cancel certain subcontract works by variation orders resulting in
the total subcontract sum of that project reduced, which would adversely affect our
operations and financial results

Depending on the terms and conditions of the subcontracts, the main contractors may
give instructions to vary the subcontract works which we are generally obliged to follow.
Such variation orders could be addition, modification or cancellation of the subcontract
works. For any subcontract works to be cancelled, the total subcontract sum of that project
is to be deducted according to the rates and prices of such subcontract works as stated in the
agreed quotation.

Our Directors consider that the material cancellation of the subcontract works by our
customers during the Track Record Period consisted of six works orders of our ground
investigation field works project GI2 and one foundation works project with Customer F,
which in aggregate amounted to nil, nil and approximately HK$7.3 million for each of the
three years ended 31 March 2015, respectively.
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There is no assurance that there would not be any further cancellation of subcontract
works by our customers in the future and our customers may cancel the subcontract works in
a material manner. If our customer cancels the subcontract works in a material manner,
resulting in a significant reduction of the total subcontract sum of that particular project, our
operations and financial results would be adversely affected.

We may be exposed to delays and/or defaults of progress payments and/or retention
monies by our customers which would adversely affect our cash flows or financial
results

In general, we do not receive any sums as prepayment from our customers.
Nevertheless, during the commencement of our project, we have to incur various costs,
including but not limited to: (i) purchase costs of construction materials and diesel fuels; (ii)
rental costs for machinery; and (iii) salary payments to our workers and our
sub-subcontractors’ workers. As such, we are subject to credit risks of our customers and
our liquidity is dependent on our customers making prompt progress payments and release
of retention monies due to us. For details of the mechanisms of the progress payment and
retention money, please refer to the paragraph headed “Business — Business Model and Our
Operation” in this document.

As at 31 March 2014 and 31 March 2015, the trade debtors amounted to approximately
HK$15.0 million and HK$24.3 million respectively, representing an increase of
approximately HKS$9.3 million or 62%, whereas the respective debtors accounted for
approximately 7.9% and 10.7% of the total current assets respectively. In addition, the trade
debtors progress billing days were approximately 48 days, 16 days and 22 days for each of
the three years ended 31 March 2015, respectively. For details of the fluctuations in our
retention receivables from customers and trade debtors progress billing days, please refer to
the paragraph headed “Financial Information — Net Current Assets — Trade and other
receivables” in this document. We cannot assure you that we will be able to recover all or
any part of the amounts due from our customers or we will be able to collect all or any part
of retention receivable from our customers within the agreed credit terms or at all.

Further, disputes may arise between us and the main contractor or employer as to the
value of work properly done in a particular period, and the progress payment that we are
entitled to accordingly. There is also a possibility that we may take longer than the debtors’
turnover days to collect payments. This will negatively affect our cash flows and financial
performance.

Our cash flows may deteriorate due to potential mismatch in time between receipt of
progress payments from our customers, and payments to our sub-subcontractors and
suppliers

As a subcontractor, we will delegate specific work tasks to different sub-subcontractors
from time to time. We also rely on machinery and equipment to carry out our operations,
and need to purchase various construction materials including cement, dry sand and steel to
complete our subcontract works. As such, we would record significant cash outflow in the
event that we take up too many substantial projects at a particular period of time.
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As at 31 March 2014 and 31 March 2015, the trade creditors amounted to
approximately HK$44.5 million and HK$21.5 million respectively, representing a decrease
of approximately HKS$23.0 million or 51.7%, whereas the respective trade creditors
accounted for approximately 49.6% and 18.5% of the total current liabilities respectively. In
addition, the trade creditors’ turnover days were approximately 66 days, 63 days and 27
days for each of the three years ended 31 March 2015, respectively. For details of the
fluctuations in our retention payables to our suppliers and the trade creditors’ turnover days,
please refer to the paragraph headed “Financial Information — Net Current Assets — Trade
and other payables” in this document.

We rely on cash inflow from our customers to meet our payment obligations to our
suppliers. As discussed in the preceding paragraph above, our cash inflow is dependent on
prompt settlement of progress payments, and timely release of retention monies by our
customers. Nevertheless, even if our customers settle such payments on time and in full,
there can be no assurance that we would not experience any significant cash flow mismatch.
Further, there can be no assurance that our cash flow management measures could function
properly or at all. If there were any significant and substantial cash flow mismatch, we
might have to raise funds by resorting to internal resources and/or banking facilities in order
to meet our payment obligations in full and on time.

There is no guarantee that safety measures and procedures implemented at our
construction sites could prevent the occurrence of industrial accidents of all Kinds,
which in turn might lead to claims in respect of employees’ compensation, personal
injuries, and/or property damage against us

We have adopted certain work safety measures and procedures for our staff and
sub-subcontractors’ staff. For details, please refer to the paragraph headed “Business — Work
Safety” in this document. We rely on our staff to oversee the implementation of safety
measures and procedures, and we cannot guarantee that all of the safety measures and
procedures are strictly adhered to at any time, nor can we assure you that our safety
measures and procedures are sufficient to prevent the occurrence of industrial accidents of
all kinds. If the safety measures and procedures implemented at our construction sites are
insufficient or not strictly adhered to, it may result in industrial accidents which would in
turn lead to claims in respect of employees’ compensation, personal injuries, fatal accidents,
and/or property damage against us. These would result in significant financial loss, damages
to our reputation in the foundation industry, and adversely affect our financial conditions.

We rely on our Board members and senior management staff, and their departure
would adversely affect our operations and financial results

The success of our business has been, and will continue to be, heavily dependent upon
the continuing service of our executive Directors and senior management team. In particular,
we rely on the expertise and experience of Mr. WS Lau, our Chairman and executive
Director, Mr. CH Lau, our vice Chairman and executive Director, and Mr. Fong, our
executive Director and chief executive officer. Mr. WS Lau, Mr. CH Lau and Mr. Fong have
been key members of our management team and playing a pivotal managerial role in areas
such as conducting our daily operations and formulating our long-term business strategies. If
one or more of our executive Directors or members of senior management is/are unable or
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unwilling to continue in their present positions, we might not be able to identify suitable
replacements in a timely manner, or at all. Our business may hence be severely disrupted
and our financial condition and operating results may be materially and adversely affected.

We rely on our sub-subcontractors, who are Independent Third Parties, to handle some
of our foundation works and we exercise minimal control over their work performance.
Any delay or defects in their work would adversely affect our operations and financial
results

During the Track Record Period, we sub-subcontracted part of our foundation works, or
a particular step, such as drilling, welding and/or grouting, in relation to the entire or certain
portions of the foundation works to our sub-subcontractors who are Independent Third
Parties. For each of the three years ended 31 March 2015, the total cost of engaging our
sub-subcontractors amounted to approximately HK$39.3 million, HK$53.4 million and
HK$69.7 million, representing approximately 20.8%, 20.8% and 23.7% of our total direct
costs, respectively. For details of our arrangements with sub-subcontractors, please refer to
the paragraph headed “Business — Our Suppliers — Sub-subcontracting” in this document.

There is no assurance that we would be able to closely monitor the performance of our
sub-subcontractors. If the sub-subcontractors fail to meet our requirements, we may
experience delay in project completion, quality issues concerning the works done, or
non-performance by sub-subcontractors. Consequently, we may have to incur significant time
and costs to carry out remedial actions, which would in turn adversely affect the profitability
and reputation of our business, and result in litigation or damage claims against us.

In addition, our sub-subcontractors may not always be readily available whenever we
need to engage them. Notwithstanding our proven working relationship with
sub-subcontractors, there is no assurance that we would be able to maintain such
relationships in the future. As at the Latest Practicable Date, we had not entered into any
long-term service agreement with our sub-subcontractors. As such, they are not obliged to
provide services to us in future projects on similar terms and conditions as they did in the
past. We may have to offer remuneration higher than we anticipated in order to engage their
service in the future. Further, there is no assurance that we would be able to find suitable
alternative sub-subcontractors that meet our project needs and requirements to complete the
projects, which would in turn adversely affect our operations and financial results.

If our sub-subcontractors violate any laws, rules or regulations in relation to health,
environmental and safety matters, we may also be held liable for their violations, and be
subject to claims for losses and damages if such violations result in any personal injuries
and/or property damages. If any violation, whether substantial or minor in nature of any
laws, rules or regulations occurred in the sites for which we are responsible, our operations
and financial position would be adversely affected.
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Our foundation works are labour intensive. If we or our sub-subcontractors experience
any shortage of labour, industrial actions, strikes or material increase in labour costs,
our operations and financial results would be adversely affected

We rely on a stable workforce to carry out our foundation works. In particular, we
require a large number of construction workers with various skills and expertise. According
to the Ipsos Report, however, Hong Kong has experienced a shortage of skilled labour in the
construction industry due to the commencement of the Ten Major Infrastructure Projects.
According to the Government and the Construction Industry Council’s forecast released in
October 2014, the construction industry will face a shortage of about 10,000 to 15,000
skilled workers in the coming years.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material shortage of labour, industrial actions, strikes or material increase in
labour costs. However, in view of the current situation in the labour market, we cannot
assure you that we will not experience these problems in the future, and as a result, we
would have to offer better remuneration packages and other benefits to attract and retain key
personnel and skilled labour. There can be no assurance that we will possess sufficient
resources for such purpose. If we cannot retain or recruit sufficient number of skilled
workers to handle our projects in a timely manner, we may experience delay in project
completion and our ability to handle future projects would in turn be significantly reduced.

We may be unable to attract and retain employees with the requisite skills, expertise
and experience, which would adversely affect our operations, business growth and
financial results

We rely on the skills, expertise and experience of our employees to provide quality
foundation service to our customers. Our employees may terminate their employment with
us prematurely and we may not be able to retain them. Experienced and skilled workers in
the foundation industry are highly sought after, and competition for talent is intense. Our
direct labour cost amounted to approximately HK$35.6 million, HK$45.2 million and
HK$51.4 million for each of the three years ended 31 March 2015, respectively representing
approximately 18.8%, 17.6% and 17.5% of our total direct costs respectively for the same
period.

If we experience any failure to attract and retain competent personnel or any material
increase in staffing costs as a result of a shortage in the supply of skilled labour, our
competitiveness and business would be damaged, thereby adversely affecting our financial
condition and operating results. Further, if we fail to identify suitable replacements for our
departed staff, our business and operation could be adversely affected and our future growth
and expansions may be inhibited.

— 38 —



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

RISK FACTORS

We may be unable to procure and/or handle further projects due to the limited capacity
of our machinery and equipment and/or our machinery and equipment becoming
obsolete as a result of technological developments in foundation industry

Our foundation works can be generally regarded as machinery intensive works. As
such, our ability to handle existing projects or compete for new projects is highly dependent
on the number of machinery and equipment available for deployment in construction sites.
Our major machinery includes air compressors, drilling rigs and crawler cranes, and we
consider that they had generally been highly utilised during the Track Record Period. As
such, we may be unable to procure and/or handle further projects due to the limited capacity
of our machinery and equipment. In view of the same, during the Track Record Period, we
acquired and rented machinery and equipment from our suppliers in order to cope with the
increasing demands for our services. For details of our machinery and equipment, please
refer to the paragraph headed “Business — Machinery and Equipment” in this document.

Nevertheless, there can be no assurance that we would be able to acquire or rent
sufficient number of machinery and equipment, at reasonable costs and in a timely manner,
nor can we guarantee that they would function properly at all material times and they would
not become obsolete as a result of technological developments in foundation industry. We
also cannot guarantee that we would be able to arrange immediate repair and/or replacement
for our impaired machinery and equipment in timely and cost-effective manner.

As a result, we may not be able to expand our capacity successfully in order to cope
with the increasing demands expected from future projects. If we fail to do so, our ability to
handle existing projects or compete for new projects may be significantly reduced, which
would in turn affect our business, financial conditions and operating results.

Expiry, withdrawal, revocation, downgrading and/or failure to renew any of our various
registrations and certifications would adversely affect our operations and financial
results

We possess various licenses and qualifications in relation to our execution of
foundation works and ground investigation field works in Hong Kong. As at the Latest
Practicable Date, we were a registered specialist contractor for foundation works under the
Building Authority. We were also included in Specialist List Group II under the category of
“Land Piling”. For details of our licenses and qualifications, and their respective
applicability in our business, please refer to the paragraph headed ‘“Business — Major
Qualifications and Licenses” in this document.

These registrations and/or licenses may only be valid for a limited period of time and
may be subject to periodic reviews and renewal by the relevant Government authorities.
There can be no assurance that we would be able to renew the registrations and/or licenses
in a timely manner or at all. If we fail to do so, we may be required to suspend our
operations, which would have a material adverse effect on our business and operating
results.
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Further, the relevant Government authorities may remove us from their lists or take
other disciplinary actions against us such as suspension, downgrading to probationary status,
or demotion to a lower group in respect of all or any work category for various reasons,
including but not limited to sub-standard works and failure to implement adequate safety
measures etc. The occurrence of any of the above scenarios would damage our reputation in
the construction industry, limit our ability to compete for new projects and impair our
exposure to our customers, which in turn would have an adverse effect on our growth and
operations.

We rely on our information management systems, the breakdown or disruption of
which would adversely affect our operations and financial results

We rely on our information management systems to oversee our project progress,
manage our working schedule, monitor our inventory requirements, allocate our resources
and review our performance, which enables us to review our capacity, trace our project
information and assess our project progress in a timely and systematic manner. Any
long-term breakdown or failure of our information management systems, whether as a result
of human error or natural disaster, may materially and adversely affect our operations and
financial results.

There is no guarantee that we would not be subject to any claims in relation to defects
of our foundation works, which may result in further costs to make good the defects,
and/or deduction of the retention monies to be released and/or claims from our
customers against us

As a subcontractor of foundation works and a main contractor of ground investigation
field works, we may be subject to claims in relation to defects of our works. In general, our
customers require us to provide a defect liability period, during which we will remain
responsible for remedying any defects or imperfections discovered in relation to our works
done. Such remedial actions may range from maintenance to minor repair works. In the
event that substantive remedial actions were required, we might have to incur significant
costs and time or be subject to claims from our customers against us. If we fail to make
good the defects as required, our customers may not only reduce or forfeit the retention
monies withheld from us, but they may also claim damages from us.

If we fail to complete our works on time or at all, we may be liable to customers for
breach of contract and be required to pay liquidated damages or other penalties

In some projects, the subcontracts may set out the due date of the subcontract works. If
we fail to complete the subcontract works by the due date, we may be required to
compensate our customers according to the mechanism stated in the subcontracts, unless
they agree to grant us time extension to complete the remaining works.

There may be delay or disruption to our foundation works due to unforeseen
circumstances that are beyond our expectation or control, including but not limited to: (i)
unexpected geological conditions in the underground of the work sites; (ii) unfavourable
weather conditions; and/or (iii) other construction risks such as work injuries and disputes
with customers, suppliers, sub-subcontractors and other project parties.

—40 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

RISK FACTORS

As such, we cannot guarantee that we will be able to complete every project on time or
at all, nor can we assure you that our customers would grant us sufficient time extensions in
case of delay in completion. If we fail to complete foundation projects on time, significant
amount of liquidation damages or other penalties may be imposed upon us, which would in
turn adversely affect our profitability and operating results.

We have records of non-compliance with certain Hong Kong and Macau regulatory
requirements which could lead to the imposition of fines

There have been a number of instances of non-compliance with certain Hong Kong and
Macau regulatory requirements on various occasions by our Group. These include, among
others: (i) non-compliance with Government leases, Buildings Ordinance, Building
(Construction) Regulations and occupation permit in respect of permitted use of properties
and additional works performed; (ii) certain statutory requirements in the Companies
Ordinance and Predecessor Companies Ordinance in respect of matters such as timely
adoption of audited accounts, late filing of annual returns and various forms of notice; (iii)
the Inland Revenue Ordinance in respect of timely filing of notification in relation to
commencement and cessation of employment; (iv) Mandatory Provident Fund Schemes
Ordinance in respect of mistaken employment status of ex-employees and incorrect
accounting treatment of employees’ remuneration; (v) Employees’ Compensation Ordinance
in respect of the notifications to the Commissioner of Labour regarding injuries of our
employees; and (vi) Complementary Tax Regulation {Fr{3fi7eBi&FF2) in respect of shortfall
of cost incurred and incorrect tax deductible. For details, please refer to the paragraph
headed “Business — Legal Proceedings and Legal Compliance — Legal compliance” in this
document.

If the relevant Government authorities take enforcement actions against our executive
Directors or Group members, and/or our Controlling Shareholders fail to indemnify us to a
sufficient extent or at all, we may be required to pay certain penalties, and our reputation,
cash flow and results of operations may be adversely affected.

Our insurance may not cover all potential loss and claims, and any uninsured losses
incurred could be substantial and therefore adversely affect our operations and
financial results

Our insurance may not fully cover all potential loss and claims arising from our
operation. For foundation works projects, typical claims such as accidents and personal
injuries suffered by workers retained by us and our sub-subcontractors are generally covered
by the insurance policy maintained by the main contractors or employers of the construction
projects. For ground investigation field works projects, we are generally engaged as the
main contractor and obliged to maintain insurance policy to cover accidents and injuries
happened in the relevant construction site. As to our machinery deployed in the work sites,
we are generally required to maintain our own insurance policy. For details, please refer to
the paragraph headed “Business — Insurance” in this document.
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Nevertheless, we and/or our officers (as the case may be) may be exposed to claims in
respect of matters that are not covered by any insurance policies we maintained. In addition,
there may be circumstances (such as fraud, gross negligence, natural disasters and acts of
God) in which certain loss and claims would not be covered adequately by the insurance
policies we maintained, or at all.

In the event that we experience substantial loss, damages or claims arising from our
operation at work sites which are not covered by the insurance policies, we may have to
incur tremendous expenditure in making compensations, which would adversely affect our
operating results and financial position.

With respect to loss and claims which are covered by our insurance policies, it may be
a difficult and lengthy process to recover such losses from insurers. In addition, we may not
be able to recover the full amount of such loss from the insurers. There can be no assurance
that our policies would be sufficient to cover all potential loss, regardless of the cause, or
that we can recover such losses from the insurers.

We plan to consolidate and expand our foundation works capacity in Hong Kong by
acquiring additional machinery and equipment, and such expansion may result in
increase in depreciation expenses and may adversely affect our operating results and
financial position

To consolidate and expand our foundation works capacity in Hong Kong, we currently
plan to acquire additional machinery and equipment. Furthermore, we intend to apply
approximately 68.4% of the net proceeds to expand our fleet of machinery and equipment.
Our depreciation expenses may increase as a result of the acquisition of additional
machinery and equipment.

During the Track Record Period, (i) our Group acquired new machinery and equipment
of approximately HK$30.8 million, HK$31.2 million and HK$5.1 million, respectively; and
(ii) the depreciation expenses related to our owned plant and equipment and leased plant and
equipment (under finance lease) recorded under direct costs amounted to approximately
HK$10.7 million, HK$17.5 million and HK$19.2 million, respectively. The estimated
depreciation charges for the acquisition of additional machinery and equipment from the
uses of the net proceeds amounts to approximately HK$1.7 million, approximately HK$4.6
million, approximately HK$6.5 million and approximately HK$8.3 million, respectively for
each of the four years ending 31 March 2019. Further, the estimated aggregated depreciation
charges for the four years ending 31 March 2023 will be approximately HK$20.5 million. In
the event that our depreciation expenses increase substantially due to the acquisition of
additional machinery and equipment, our business and financial performance may be
adversely affected.

We may require additional capital in the future, which may not be available on
favourable terms or at all

We may require additional funding due to changes in business conditions, expansion in

our existing fleet of machinery and equipment or potential investments or acquisitions that
we may pursue. To meet our capital needs, we may sell additional equity or debt securities
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or obtain additional credit facilities. The sale of additional equity securities could result in
dilution of our Shareholder’s holdings in our Company. The incurrence of further
indebtedness would result in increased debt service obligations and could require us to agree
to operating and financial covenants that would restrict our operations. Financing may not be
available in amounts or on terms acceptable to us, if at all. Any failure by us to raise
additional funds on terms favourable to us, or at all, could limit our ability to expand our
business operations and could harm our overall business prospects.

Our Company is a holding company and therefore, our Company’s ability to pay
dividends or make any other distributions depends entirely on distributions received
from its subsidiaries, and if there is any restriction against our subsidiaries to make
distributions, we may not be able to pay any dividend

Our Company is a holding company and our operating results and financial position are
entirely dependent on the performance of the members of our Group. Our Company’s ability
to pay dividends will depend on the level of distributions, if any, received from its
subsidiaries. The ability of our subsidiaries to make distributions to us may, from time to
time, be restricted as a result of several factors, including foreign exchange limitations, the
requirements of applicable laws, and regulatory, fiscal or other restrictions of the countries
in which our Group has operations.

There is no assurance that we will pay dividends in the future

The declaration, payment and amount of any future dividends are subject to the
discretion of our Board depending on, among other things, our Group’s earnings, financial
condition and cash requirements and the provisions governing the declaration and
distribution as contained in the Articles of Association, applicable laws and other relevant
factors. For details of our dividend policy, please refer to the paragraph headed “Financial
Information — Dividend Policy” in this document. We cannot assure investors when or
whether we will pay dividends in the future.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Any deterioration in the prevailing market conditions in the foundation industry may
adversely affect our performance and financial condition

The number of projects awarded to us is highly dependent on the prevailing market
conditions in the foundation industry in Hong Kong. The demand for our services is closely
associated with the level of construction activities, especially those related to infrastructure
and property development. According to the Ipsos Report, the major growth in the
foundation industry in Hong Kong in recent years are partly driven by the commencement of
the Ten Major Infrastructure Projects by the Government, as well as Government’s policy to
increase housing supply in Hong Kong. With the gradual completions of the Ten Major
Infrastructure Projects, the revenue growth rate is expected to slow down from 2015 to
2018, at an average rate of around 20.8% per year. There is no assurance that the
Government would maintain its spending on infrastructure at the current level. If the
Government reduces its spending on infrastructure works or reverses its housing policy, it
may have a direct adverse impact on the market conditions of the foundation industry in
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Hong Kong, which would likely result in drop in the number of projects awarded to us and
reduction in subcontract sum, thereby adversely affecting our performance and financial
condition.

In addition, the market conditions of the foundation industry in Hong Kong are
influenced by various factors, including but not limited to: (i) shortage of skilled labour; (ii)
economic fluctuations in Hong Kong; (iii) availability of new projects in the private sector;
and (iv) general conditions and development of Hong Kong economy. If there is any
significant deterioration in any of these factors, our operating results and financial
conditions could be adversely affected.

We operate in a highly competitive market

The industry we operate is highly competitive, and there are a significant number of
industry players that provide foundation works similar to ours. As at 31 December 2014,
there were about 134 companies registered at the Buildings Department as Specialist
Contractors on the Sub-register of Foundation Works Category and 41 companies included in
the Specialist List of the Development Bureau under the land piling category, according to
the Ipsos Report. Some of our competitors may have certain advantages, including stronger
brand names, greater access to capital, longer operating history, longer and more established
relationship with main contractors, and greater marketing and other forms of resources.
Further, new participants may enter the industry as they wish provided that they possess all
the various licences and qualifications required.

In addition, the foundation works subcontracting industry in Hong Kong has a
relatively fragmented competitive landscape. The top five foundation works subcontractors
accounted for only approximately 7.9% of the foundation industry in Hong Kong in 2014,
which means that no few subcontractors could dominate the foundation industry. If the
competition among foundation subcontractors intensifies, we may be under pressure to
reduce our quotation or tender price, which would have an adverse impact on our project
profitability and operating results. We cannot guarantee that we can effectively cope with the
enhanced competition in the future or that we may maintain our leading position in the
industry.

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

Many aspects of our business operations are governed by various laws and regulations,
and Government policies. The requirements in respect of the granting and/or renewal of
various licenses and qualifications in the foundation industry may change from time to time,
and we may not be able to respond to such changes in a timely manner. Such changes may
also increase our costs and burden in complying with them, which may materially and
adversely affect our business, financial condition and results of operations. For example, if
there are any change to and/or imposition of the requirements for qualification in the
foundation industry in relation to on environment protection and labour safety and we fail to
meet the new requirements in a timely manner or at all, our business operations will be
materially and adversely affected.
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RISKS RELATING TO HONG KONG

The state of economy in Hong Kong may adversely affect our performance and
financial condition

All of our revenue during the Track Record Period was derived from providing
foundation works and ground investigation field works in Hong Kong. If Hong Kong
experiences any adverse economic conditions due to events beyond our control, such as a
local economic downturn, natural disasters, contagious disease outbreaks or terrorist attacks,
or if the local authorities adopt regulations that place additional restrictions or burdens on us
or on our industry in general, our overall business and results of operations may be
materially and adversely affected.

The state of political environment in Hong Kong may adversely affect our performance
and financial condition

Hong Kong is a special administrative region of the PRC and enjoys a high level of
autonomy under the principle of “one country, two systems” according to the Basic Law of
Hong Kong. However, we are not in any position to guarantee the implementation of the
“one country, two systems” principle and the level of autonomy as currently in place at the
moment. Since a substantial part of our operations are based in Hong Kong, any change of
such political arrangements may pose immediate threat to the stability of the economy in
Hong Kong, thereby directly and adversely affecting our results of operations and financial
positions.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for our Shares and an active trading market for
our Shares may not develop or be sustained

Prior to the [REDACTED], no public market for our Shares existed. Following the
completion of the [REDACTED], the Stock Exchange will be the only market on which the
Shares are publicly traded. We cannot assure our investors that an active trading market for
our Shares will be developed or be sustained after the [REDACTED]. In addition, we cannot
assure our investors that our Shares will trade in the public market subsequent to the
[REDACTED] at or above the [REDACTED]. The [REDACTED] for the Shares is expected
to be fixed by the Price Determination Agreement, and may not be indicative of the market
price of the Shares following the completion of the [REDACTED]. If an active trading
market for our Shares does not develop or is not sustained after the [REDACTED], the
market price and liquidity of our Shares could be materially and adversely affected.

The trading price and volume of our Shares may be volatile, which could result in
substantial loss to our investors

The trading price of our Shares may be volatile and could fluctuate widely in response
to factors beyond our control, including variations in the level of liquidity of our Shares,
changes in securities analysts’ (if any) estimates of our financial performance, investors’
perceptions of our Group and the general investment environment, changes in laws,
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regulations and taxation systems which affect our operations, and general market conditions
of the securities markets in Hong Kong. In particular, the trading price performance of our
competitors whose securities are listed on the Stock Exchange may affect trading price of
our Shares. These broad market and industry factors may significantly affect the market
price and volatility of our Shares, regardless of our actual operating performance.

In addition to market and industry factors, the price and trading volume for our Shares
may be highly volatile for specific business reasons. In particular, factors such as variations
in our revenue, net income and cash flow, success or failure of our efforts in implementing
business and growth strategies and involvement in material litigation as well as recruitment
or departure of key personnel, could cause the market price of our Shares to change
unexpectedly. Any of these factors may result in large and sudden changes in the volume
and trading price of our Shares.

Since there will be a gap of several days between pricing and trading of our
[REDACTED], holders of our [REDACTED] are subject to the risk that the price of our
[REDACTED] could fall during the period before trading of our [REDACTED] begins. The
[REDACTED] of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until the
[REDACTED] Date. As a result, investors may not be able to sell or otherwise deal in our
Shares during the period between the Price Determination Date and the [REDACTED] Date.

Accordingly, holders of our Shares are subject to the risk that the price of our Shares
could fall before trading begins as a result of adverse market conditions or other adverse
developments that could occur between the time of sale and the time trading begins.

Investors for our Shares will experience immediate dilution and may experience further
dilution if we issue additional Shares in the future

The [REDACTED] is higher than the net tangible asset value per Share. Therefore,
investors of our [REDACTED] will experience an immediate dilution in the unaudited pro
forma adjusted net tangible asset value to HK$[REDACTED] per Share based on the
[REDACTED] at HK$[REDACTED] per [REDACTED] (being the mid-point of the
proposed [REDACTED] range).

We may need to raise additional funds due to changes in business conditions, or to
finance our future plans, whether in relation to our existing operations, or any acquisitions.
If additional funds are raised by way of issuing Shares or equity-linked securities other than
on a pro-rata basis to existing Shareholders, shareholding percentage of our existing
Shareholders may be reduced, the earnings per Share and the net tangible asset value per
Shares would diminish and/or such newly issued securities may have rights, preferences and
privileges superior to those of the Shares of our existing Shareholders.
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Future disposal or perceived disposal by our existing Shareholders of a substantial
number of our Shares in the public market could materially and adversely affect the
prevailing market price of our Shares

Disposal of substantial amounts of our Shares in the public market after the completion
of the [REDACTED], or the perception that disposal could occur, could adversely affect the
market price of our Shares and could materially impair our future ability to raise capital
through offerings of our Shares. There is no assurance that our major Shareholders would
not dispose of their shareholdings. Any significant disposal of our Shares by any of the
major Shareholders may materially affect the prevailing market price of our Shares. In
addition, these disposals may make it more difficult for us to issue new Shares in the future
at a time and price we deem appropriate, thereby limiting our ability to raise further capital.
We cannot predict the effect of any significant future disposal on the market price of our
Shares.

The interests of our Controlling Shareholders may not always coincide with the interest
of our Group and those of our other Shareholders

Our Controlling Shareholders have significant influence over the operations and
business strategies of our Group, and may have the ability to require our Group to effect
corporate actions according to their own desires by virtue of their shareholding in our
Group. The interests of our Controlling Shareholders may not always coincide with the best
interests of other Shareholders. If the interests of any of our Controlling Shareholders
conflict with the interests of other Shareholders, or if any of our Controlling Shareholders
chooses to cause our Group’s business to pursue strategic objectives that conflict with the
interests of other Shareholders, our Group or those other Shareholders’ interests may be
adversely affected as a result.

RISKS RELATING TO STATEMENTS IN THIS DOCUMENT

Investors should read the entire document and should not rely on any information
contained in press articles or other media coverage regarding us and the [REDACTED]

We strongly caution our investors not to rely on any information contained in press
articles or other media regarding us and the [REDACTED]. Prior to the publication of this
document, there may be press and media coverage regarding the [REDACTED] and us. Such
press and media coverage may include references to certain information that does not appear
in this document, including certain operating and financial information and projections,
valuations and other information. We have not authorised the disclosure of any such
information in the press or media and do not accept any responsibility for any such press or
media coverage or the accuracy or completeness of any such information or publication. We
make no representation as to the appropriateness, accuracy, completeness or reliability of
any such information or publication. To the extent that any such information is inconsistent
or conflicts with the information contained in this document, we disclaim responsibility for
it and our investors should not rely on such information.
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Certain facts, forecast and other statistics in this document obtained from publicly
available sources have not been independently verified and may not be reliable

Certain facts, forecast and other statistics in this document have been derived from
various government and official resources. However, our Directors cannot guarantee the
quality or reliability of such source materials. We believe that the sources of the said
information are appropriate sources for such information and have taken reasonable care in
extracting and reproducing such information. We have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render such
information false or misleading. Nevertheless, such information has not been independently
verified by us, the Sole Sponsor, the Underwriters or any of their respective affiliates or
advisers and, therefore, we make no representation as to the accuracy of such facts and
statistics. Further, we cannot assure our investors that they are stated or compiled on the
same basis or with the same degree of accuracy as similar statistics presented elsewhere. In
all cases, our investors should consider carefully how much weight or importance should be
attached to or placed on such facts or statistics.

Forward-looking statements contained in this document are subject to risks and
uncertainties

This document contains forward-looking statements with respect to our business
strategies, operating efficiencies, competitive positions, growth opportunities for existing
operations, plans and objectives of management, certain pro forma information and other
matters. The words “anticipate”, “believe”, “could”, “predict”, “potential”, “continue”,
“expect”, “intend”, “may”, “plan”, “seek”, “will”, “would”, “should” and the negative of
these terms and other similar expressions identify a number of these forward-looking
statements. These forward looking statements, including, amongst others, those relating to
our future business prospects, capital expenditure, cash flows, working capital, liquidity and
capital resources are necessarily estimates reflecting the best judgment of our Directors and
management and involve a number of risks and uncertainties that could cause actual results
to differ materially from those suggested by the forward-looking statements. As a
consequence, these forward-looking statements should be considered in light of various
important factors, including those set out in the section headed “Risk Factors” in this
document. Accordingly, such statements are not a guarantee of future performance and
investors should not place undue reliance on any forward-looking information. All
forward-looking statements in this document are qualified by reference to this cautionary
statement.
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name Residential Address Nationality

Executive Directors

Lau Woon Si (BJiF) Flat B, 18/F, Mayfair, Chinese
1 May Road, Mid-Levels,
Hong Kong

Lau Chi Hing (2Z8E) Flat A, 2/F Yin Court, Chinese
8 Cassia Road, Yau Yat Chuen,
Kowloon

Fong Hon Hung (J57%5) Flat H, 8th Floor, Chinese
35 Sai Ning Street,
Hong Kong

Leung Man Lun Stephen 111A Che Keng Tuk Road, Chinese

(GE %) 2/F & Roof, Sai Kung,

New Territories

Lau Chi Shing (2|7 %) 15/F, Wellive Court, Chinese
12 Victory Avenue,
Ho Man Tin, Kowloon

Independent non-executive Directors

Ong Chi King (£F4) Flat A, 3/F, Chinese
Yat Wing Mansion,
43 Tai Hong Street,
Lei King Wan,
Sai Wan Ho,
Hong Kong

Ho Ho Ming ({/2#) Flat E, 40/F, Canary Side, Chinese
8 Shung Shun Street,
Yau Tong, Kowloon

Law Yiu Sing (K 5) Flat C, 6/F Marlborough House, Canada
154 Tai Hang Road,
Happy Valley, Hong Kong

Further information is disclosed in the section “Directors, Senior Management and
Staff” in this document.
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PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor Kingsway Capital Limited
a corporation licensed to engage in type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO
7/F, Tower One, Lippo Centre
89 Queensway, Hong Kong

[REDACTED] [REDACTED]

Legal advisors to our Company  As to Hong Kong law:
Loong & Yeung
Solicitors, Hong Kong
Suites 2001-2006, 20th Floor
Jardine House
I Connaught Place
Central
Hong Kong

As to Macau law:

Chio Tak Wo, Advogado

Macau lawyer

Avenida do Dr. Rodrigo Rodrigues

No. 600E, Edificio Centro Comercial First Nacional
21 Andar, Apt. 2106

MACAU

As to Cayman Islands law:
Appleby

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

I Connaught Place

Central

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Legal advisers to the Sole
Sponsor [REDACTED]

Auditors and reporting
accountants

Internal Control Consultant

Property valuer

Compliance adviser

Receiving bank

As to Hong Kong law:

D. S. Cheung & Co.

Solicitors, Hong Kong

29/F., Bank of East Asia Harbour View Centre
56 Gloucester Road

Wanchai

Hong Kong

KPMG

Certified Public Accountants
8/F, Prince’s Building

10 Chater Road

Central

Hong Kong

CT Partners Consultants Limited

Unit 1601A, 16/F, Tower 6, China Hong Kong City
33 Canton Road, Tsimshatsui

Kowloon

Asset Appraisal Limited
Room 901, 9/F

On Hong Commercial Building
145 Hennessy Road, Wanchai
Hong Kong

Kingsway Capital Limited
7/F, Tower One, Lippo Centre
89 Queensway, Hong Kong

[REDACTED]
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CORPORATE INFORMATION

Registered office

Head office and principal place
of business in Hong Kong

Company’s website address

Company secretary

Audit committee

Remuneration committee

Nomination committee

Authorised representatives

Clifton House

75 Fort Street

P.O. Box 1350

Grand Cayman KY1-1108
Cayman Islands

Rooms 6 & 8, 9/F, Block A

Fuk Keung Industrial Building
No. 66-68 Tong Mi Road
Mongkok, Kowloon, Hong Kong

www.wankei.com.hk

(information on this website does not form part of this
document)

Ling Yat Hin (¥#i#f)
Certified Public Accountant
Flat G, 28/F, Block 6
Metro Harbour View

8 Fuk Lee Street

Tai Kok Tsui, Kowloon

Law Yiu Sing (¥ 5) (Chairman)
Ong Chi King (EF4)
Ho Ho Ming (fif2%)

Ong Chi King (EF#{) (Chairman)
Lau Chi Hing (%|i8L)
Law Yiu Sing (%)

Lau Woon Si (BIMiF) (Chairman)
Ong Chi King (F£F4)
Law Yiu Sing (Z#EH)

Lau Chi Hing (2|Z8L)
Flat A, 2/F

Yin Court

8 Cassia Road

Yau Yat Chuen
Kowloon, Hong Kong

Ling Yat Hin (¥#%%F)
Certified Public Accountant
Flat G, 28/F, Block 6
Metro Harbour View

8 Fuk Lee Street

Tai Kok Tsui, Kowloon
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Cayman Island share registrar [REDACTED]
and transfer office

Hong Kong branch share [REDACTED]
registrar and transfer office

Principal bankers Industrial and Commercial Bank of China (Asia)
Limited
ICBC Tower
3 Garden Road
Central
Hong Kong

Hang Seng Bank Limited

83 Des Voeux Road Central
Hong Kong
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The information in the section below and elsewhere in this document has been
partly derived from various publicly available government sources, market data providers
and other independent third party sources. In addition, this section and elsewhere in the
document contains information extracted from a commissioned report (the “Ipsos
Report”), prepared by Ipsos for the inclusion in this document. We and the Sole Sponsor
believe that the sources of the information in this section are appropriate sources for
such information and have taken reasonable care in extracting and reproducing such
information. We and the Sole Sponsor have no reason to believe that such information is
false or misleading or that any fact has been omitted that would render such information
false or misleading. The information has not been independently verified by our
Directors, the Sole Sponsor, Joint Global Coordinators, Joint Bookrunners, Joint Lead
Managers and the Underwriters or any party involved in the [REDACTED] and no
representation is given as to its correctness, accuracy and completeness. The information
may not be consistent with other information compiled by other parties. As such,
investors are cautioned not to place any undue reliance on the information and statistics
set forth in this section. Our Directors confirm that, after taking reasonable care, there is
no adverse change in the market information since the date of the Ipsos Report, which
may quality, contradict or have an impact on the information as disclosed in this section.

ABOUT THIS SECTION
General

This section contains information extracted from the Ipsos Report, a research report
namely “Market Overview and Competitive Analysis for Foundation Industry in Hong Kong”
dated [REDACTED] prepared by Ipsos, an independent market research firm with
experience in conducting market researches across all industrial sectors including
construction, financial services, cosmetics, regional luxury and high net worth research.
Ipsos Hong Kong Limited, being one of the worldwide offices of the Ipsos, is specialised in
conducting researches for various industries in initial public offerings of companies listed on
the Stock Exchange. This Ipsos Report has been prepared by Ipsos at a total fee of
approximately HK$288,000 plus out-of-pocket expenses.

Research methodology

Ipsos approach has combined the following data and intelligence gathering
methodology to ensure the reliability of the assumptions, parameters, data and statistics used
in the preparation of the Ipsos Report:

° Desk research — government statistics, journals, financial reports, etc; and

° Primary research — interviews with key stakeholders and industry experts in Hong

Kong, including foundation work companies, main contractors, developers,
architects, industry experts and associations, etc.
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The above methodology has guaranteed a full circle and multi-level information
sourcing process, where information gathered was able to be cross-referenced to ensure
accuracy. Moreover, such intelligence gathered has been analyzed, assessed and validated
using Ipsos’ in-house analysis models and techniques.

Assumption for growth and forecast
The following assumptions are used in the Ipsos Report:

e It is assumed that there is no external shock such as financial crisis or natural
disasters which will affect the demand and supply of the foundation industry over
the forecast period; and

° The supply of the foundation works is expected to grow due to the
implementation of Government projects such as the Ten Major Infrastructure
Projects, urban renewal projects, etc.

The following parameters are considered in the marketing sizing and forecast model of
the Ipsos Report:

° GDP value and GDP growth rate in Hong Kong from 2009 to 2018;

° Gross output value of construction works performed by main contractors and
subcontractors at construction sites in Hong Kong from 2009 to 2014;

e  Public expenditure on infrastructure in Hong Kong from 2009 to 2014;

e  Total number of public rental housing units provided by the Housing Authority in
Hong Kong from 2009 to 2014;

° Total number of private residential housing units of new completions in Hong
Kong from 2009 to 2014;

e  Total number of private building construction projects of new completion in Hong
Kong from 2009 to 2014;

° Estimated number of workers involved in foundation sector of construction
Industry in Hong Kong from 2009 to 2014; and

° Price trend of construction worker wages and materials, such as steel
reinforcements, cement and diesel fuel, in Hong Kong from 2009 to 2014.

We are principally engaged in the provision of (i) foundation works and (ii) ground
investigation field works in Hong Kong. Foundation is the important supporting part for
building and structures and the foundation works are the first step in the overall construction
process. The demand for the foundation industry is highly dependent on the prosperity of the
overall construction industry fuelled by both public and private sectors. The public sector
generally refers to government departments, statutory bodies and related organisation in
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Hong Kong including but not limited to Architectural Service Department, Civil Engineering
and Development Department, Housing Authority and MTR Corporation Limited and parties
other than the public sector are regarded as the private sector which are mainly property
developer.

MARKET OVERVIEW OF THE CONSTRUCTION INDUSTRY IN HONG KONG
Economic contribution of construction industry to the GDP of Hong Kong

The construction industry has contributed approximately 3.2% to 3.9% to the total GDP
of Hong Kong during the period between 2009 and 2013. The total gross output value of
construction works performed by main contractors and subcontractors at construction sites
increased from approximately HK$60.8 billion in 2009 to approximately HK$154.4 billion in
2014, representing a CAGR of approximately 20.5%.

Gross value of construction work performed by Main Contractors and Subcontractors
for Public and Private Sectors
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Source: Census and Statistic Department, HKSAR, Ipsos Report

Main contractor

The main contractors source construction projects from the private sector, including
land owners or property developers and the public sector, such as Architectural Services
Department and Housing Authority, to conduct construction works of various nature, such as
starting from site formation, piling, demolition, erection of architectural superstructure,
structural alteration.

In private sector, the gross output value of construction works performed by main

contractors at construction site increased from approximately HK$33.6 billion in 2009 to
approximately HK$53.6 billion in 2014, at a CAGR of approximately 9.8%. It is forecasted
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that the gross output value will further increase to approximately HK$87.5 billion in 2018
from approximately HK$59.6 billion in 2015, at a CAGR of approximately 13.7%. Such
increment is mainly expected to be driven by the resumption of land sale program since
2010 to increase the supply of private residential housing units aiming to stabilize the
over-heating local property market.

In public sector, the gross output value of construction works performed by main
contractors at construction sites grew from approximately HK$18.7 billion in 2009 to
approximately HK$67.9 billion in 2014, at a CAGR of approximately 29.4%. It is forecasted
that the gross output value of construction works performed by main contractors will further
increase to approximately HK$197.4 billion in 2018 from approximately HK$92.3 billion in
2014, at a CAGR of approximately 28.8%. Such increment is expected to be mainly driven
by the forecasted increasing number of public rental housing units and Home Ownership
Scheme Units produced by the Housing Authority in alignment with the 2014 Policy Address
in response to the social demand for the housing.

Subcontractor

It is common practice for main contractors to outsource parts of construction projects
to subcontractors as the main contractor may not carry out all the works of the projects. The
boost in the construction industry in the public sector and private sector also increased the
demand for the service of subcontractor. The gross output value of the construction work
performed by the subcontractor increased from approximately HK$8.6 billion in 2009 to
approximately HK$32.9 billion in 2014, at a CAGR of approximately 30.8%. It is forecasted
that the gross output value of work performed by sub-contractor will further increase to
approximately HK$99.5 billion in 2018 from approximately HK$42.7 billion in 2015, at a
CAGR of approximately 32.6%.
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MARKET OVERVIEW OF THE FOUNDATION INDUSTRY IN HONG KONG
Market for the foundation industry in Hong Kong

Foundation industry is one of the specific areas of the construction industry in Hong
Kong, which mainly involved the building of supporting layers for building and structures at
the bottom part of a construction site. Bored piles, socketed H-piles and mini-piles are the
foundation work methods commonly used in Hong Kong. For details of the foundation
works, please refer to the paragraph headed “Business — Our Works” in this document. The
foundation industry has played a crucial role in the construction industry in Hong Kong,
where its total revenue accounted for approximately 12.6% of the total gross output value
performed by main contractors and subcontractors at construction sites in Hong Kong in
2014.

Revenue of Foundation Industry in Hong Kong
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The revenue of foundation industry in Hong Kong showed a significant growth from
approximately HK$6.8 billion in 2009 to approximately HK$19.5 billion in 2014, at a
CAGR of approximately 23.5%, mainly due to the implementation of the Ten Major
Infrastructure Projects launched by Government since 2007. However, since the foundation
works of some of the Ten Major Infrastructure Projects including the
Guangzhou-Shenzhen-Hong Kong Express Rail Link were completed by early 2013, there
was a slight drop of revenue in the foundation industry in 2013. New projects have been
started since 2014 and these projects contributed the slight rise in the revenue in 2014.

The revenue of the foundation industry is expected to grow from approximately
HK$24.5 billion in 2015 to approximately HK$43.2 billion in 2018, at a CAGR of
approximately 20.8%, owing to the expected increase in public expenditure on infrastructure
during the relevant period. Due to the gradual completions of foundation works of the Ten
Major Infrastructure Projects, the revenue growth rate is expected to slow down to a level of
approximately 76.3% during the period between 2015 and 2018, compared with the growth
rate of approximately 186.8% during the period between 2009 and 2014. However,
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foundation works arising from the new development area in the eastern and northern parts of
the New Territories, Wan Chai Development, new MTR lines and MTR extension projects
are yet to hit their peak and are expected to offset the adverse factors and support the
growth of foundation industry from 2015 to 2018.

Factors affecting the demand for the foundation industry in Hong Kong
Government policies in public and private housing development

The Government is the main landlord in Hong Kong. The Government policies in
public and private housing development direct the demand for construction and foundation
contracting services in the public and private sectors.

In public sector, the Government has implemented its housing development projects
committed in the 2014 Policy Address and identified vast tracts of undeveloped land in New
Territories North that has development potential. The Government aims to increase the
supply of public housing, as a result approximately 20,000 public rental housing units and
approximately 8,000 Home Ownership Scheme units per year for the next decade will be
provided. In the 2015 Policy Address, Hong Kong government reiterated the plan to
redevelop vast tracts of undeveloped land in Hung Shui Kiu, Yuen Long South and New
Territories North. In private sector, the Government has resumed the Land Sale Program to
increase the supply of residential properties with the aim to stabilize the overheated property
market since 2010. The land sales in Hong Kong increased from approximately 46,000 sq.m.
in 2009 to approximately 369,000 sq.m. in 2014, representing a CAGR of about 51.7%.
According to the 2014-15 Land Sale Program, there will be a total of approximately 15,500
units sourced from about 34 residential sites, among which, 24 out of the 34 residential sites
are new sites. Further, the total number of newly completed private residential housing units
is expected to reach approximately 19,210 units by 2018, compared to approximately 15,720
units in 2014 representing a CAGR of about 5.1%.
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Large scale infrastructure investment projects

According to the estimate in the Ipsos Report, the public expenditure on infrastructure
in Hong Kong increased from approximately HK$47.7 billion in 2009 to approximately
HK$73.9 billion in 2014, at a CAGR of approximately 9.2%, and is expected to further
increase to HK$98.2 billion in 2018 from approximately HK$76.3 billion in 2015, at a
CAGR of approximately 8.8%.

Public expenditure on infrastructure
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Source: 2015-16 Hong Kong Government’s Budget Speech, Census and Statistics Department, HKSAR,
Ipsos Report

In 2015-2016 Budget Speech, Hong Kong government will invest about HK$76.3
billion on infrastructure between 2015 and 2016, in addition to the ongoing 10 major
infrastructure projects. In particular, about HK$70.0 billion will be spent on capital works,
including those for developing transportation, medical and educational infrastructures. This
is a continuing effort to further improve the socio-economic environment and quality of life
in Hong Kong.

Increase in demand for commercial buildings

The total number of newly registered companies in Hong Kong has experienced a leap
from about 109,424 units in 2009 to 167,280 units in 2014 that stimulate the continual
demand for office space and increase the construction work and the foundation work for the
high-rise commercial buildings accordingly.

Increase in demand for retail space
The rapid growth of Hong Kong’s tourism and the limited supply of quality retail
space drive the rental prices up by a CAGR of about 10.1% from 2009 to 2014. The

expected increase in the retail sales value by about 5% in 2015 will increase the demand for
the construction and foundation service for the retail space.
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Supply of the foundation industry

All construction works, including foundation works, in Hong Kong are subject to the
regulation of the Buildings Ordinance by the Buildings Department. All of the foundation
works, are required to be carried out by the registered specialist contractor (foundation
works) at the Buildings Department. As of December 2014, there were 134 registered
specialist contractor (foundation works) at Buildings Department with approximately 81.3%
of them were based in Hong Kong.

Foundation projects from both the public and private sectors have different registration
requirements. For the foundation work in private sector, the foundation contractor is required
to be the registered specialist contractor (foundation works) at the Building Department. In
addition to being the registered specialist contractor (foundation works) at the Building
Department, public foundation projects generally require foundation main contractors to be
on the land piling register at the Development Bureau. However, as advised by our Legal
Counsel, as long as the main contractors hold the qualification as the approved specialist
contractor for public work for the project or as a registered specialist contractor who is
registered with the Buildings Department under the appropriate category to supervise the
works and liaise with the Building Authority, subcontractors are not required to hold the
same registration under the Development Bureau and the Buildings Department as the main
contractors. Further, to be qualified for public projects commissioned by certain government
departments and statutory bodies, including the Airport Authority, Development Bureau and
the Housing Authority, the foundation sub-contractor should be a registered subcontractor on
the Subcontractor Registration Scheme at the Construction Industry Council. The foundation
projects commissioned by the Housing Authority require foundation main contractors to be
on Housing Authority List of Piling Contractors as well. As of December 2014, there are 41
companies on the List of Approved Suppliers of Materials and Specialist Contractors under
land piling at the Development Bureau, with about 20 specialist contractors eligible for
undertaking both rock-socketed steel H-pile in pre-bored hole and mini pile works, including
our Group. In addition, 9 companies were registered under the percussive piling category at
Housing Authority and 10 companies were registered on the List of Piling Contractors under
the large diameter bored piling category at the Housing Authority as of December 2014. As
of December 2014, there were about 287 companies on the List of Registered Subcontractor
(Structural and Civil-Foundation and Piling) with Construction Industry Council.
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Major costs and construction materials for the foundation industry

The major costs of foundation works mainly comprise labour wage and cost of
construction materials such as cement, diesel fuel and steel. The following charts
demonstrate the historical and labour cost and construction materials price from 2009 to
2014.

Average hourly labour wage of construction worker
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Source: Census and Statistics Department, HKSAR, Ipsos Report

The average hourly labour wage for workers in the construction industry increased
from approximately HK$61.8 in 2009 to HK$86.9 in 2014, representing a CAGR of
approximately 7.1%. The significant rise in the wage of construction workers is attributable
to the shortage of experienced and skillful labour as a result of declining number of people
joining the industry. The average hourly wage of construction worker is expected to surge in
the next few years due to the stable demand for construction workers. Further, the shortfall
in labour is exacerbated by the fact that a number of skilled construction workers are
approaching the age of retirement while young people are quite reluctant to join the
construction industry.
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Price trend of cement and diesel fuel in Hong Kong
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From 2009 to 2014, the price of cement and diesel fuel increased from approximately
HK$584 to approximately HK$720 per metric tone and approximately HKS$1,919 to
HK$2,094 per 200-litre drum, representing a CAGR of approximately 4.3% and 1.8%
respectively.

The increasing price trend of the cement in the past five years is partly attributable to
the appreciation of the RMB, accelerating inflation rate in Hong Kong and strong market
demand in Hong Kong, Macau and the PRC.

The average wholesale price of diesel fuel in Hong Kong gradually increased between
2009 and 2011 because of the recovery of the global economy since 2009 while the
wholesale price of diesel fuel slumped drastically in late 2011 due to the European debt
crisis. Since then, the average wholesale price of diesel fuel tended to become more stable
as Libya had restored its output of diesel fuel to pre-war levels in 2014.
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Price Trend of Steel in Hong Kong
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The average wholesale price of steel reinforcements decreased from an average of
about HK$4,857 per metric tonne in 2009 to an average of about HK$4,775 per metric tonne
in 2014. In September 2011, a recorded peak average price of steel reinforcements of about
HK$6,595 per metric ton was recorded due to the strong construction demand in Hong
Kong. The intensifying European debt crisis, together with rising inflation and tightening
monetary policy in China hampered the demand for steel and average price of steel
reinforcements started to fall continually by about 33.8% from October 2011 till the end of
2014.

COMPETITIVE ANALYSIS OF THE FOUNDATION INDUSTRY IN HONG KONG
Competition landscape

The foundation industry in Hong Kong was consolidated with the top 5 foundation
work contractors which are the main contractors with the provision of foundation works,
accounting for about HK$9.5 billion or 48.5% of the market share of the foundation industry
in Hong Kong in 2014. Depending on the scope of the project, the main contractor may not
carry out all the works of the projects for a number of reasons such as cost effectiveness for
the projects performed by the sub-contractors, lack of expertise in a certain area, sharing of
project workload due to the large project size and tight deadline. As such, our Group, as a
sub-contractor, regards the main contractor as our customer.
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Nevertheless, the market for foundation sub-contractor in which our Group operates,
was relatively fragmented with the top 5 foundation subcontractors making up about 7.9% of
the market share in the foundation industry in Hong Kong 2014. Similar to the foundation
main contractors, the foundation sub-contractor may further outsource work to
sub-subcontractors depending on their internal resource level, cost effectiveness and level of
work complexity. The sub-sub contractors are generally smaller in size and do not have the
necessary registrations as the sub-contractors and hence the direct competition between the
sub-contractors and sub-sub-contractors does not exist.

Supportive government housing policies for private and public sector, the increase in
demand for housing driven by the increasing population, the increasing expenditure on
infrastructure and the economic prosperity in Hong Kong that raise the demand for the retail
space and commercial building are all the key market growth driver for the foundation
industry in Hong Kong. However, the foundation contractors and sub-contractors are also
facing the market threats for the increasing construction costs as a result of rising raw
materials cost and there is the shortage of experienced and skillful labor that raise the
average hourly labor wage.

Factors of competition
Reputation and track records

The timeliness of delivery, quality of work, capability for innovative design, safety
record and environment requirement are all qualities customers value in the foundation
industry. The foundation contractors with a strong reputation and credibility increase the
likelihood of winning projects from the public and private sector.
Relationship with customers

The foundation contractors with good relationship with main contractors, property
developers and government departments have the advantages in gaining the trust from their
customers.
Flexibility

The foundation contractors with a higher capability of resource including the skilled
workers and machinery can be easier to fulfill the timeline set by their customers. The
timeliness of delivery is one of the key factor for the customers in engaging the foundation
contractors.
Price

Price is an important factor for property developers and main contractors. In general,

customers will engage the foundation contractors who offer the lowest price with quality
assurance and work and service value.
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Entry barriers
Sufficiency of practical industry experience

Technical qualifications, such as registration as a registered specialist contractor for
foundation works under Building Department are prerequisite for performing certain
foundation work projects in Hong Kong. Practical experience and good reputation in the
foundation industry can only be gained through successful completion of projects. This may
pose an entry barrier for new entrants who do not possess specialized knowledge and the
technical qualification in the foundation industry in Hong Kong.

Huge cash flow requirement

Foundation work contractors may need to have enough cashflow to pay their
downstream suppliers, such as construction workers and construction material suppliers
before they could get paid by their upstream customers, usually being as the main
contractors. Sufficient cashflow may become an obstacle to the new entrants as they may
find it difficult to follow this payment practice in the foundation industry.

Significant capital investment in specialized machinery

A large amount of capital are needed to be invested in purchasing and operating
specialized machinery such as crawler canes, air compressors and hydraulic crawler drills
used for the foundation works to enhance the foundation contractors’ flexibility in meeting
the deadline set by the main contractor. Such significant amounts of capital investment could
hinder new foundation work contractors from entering into the industry.

Market share
Our market share by revenue, defined as our turnover derived from Hong Kong to the

total revenue in the foundation industry in Hong Kong, was approximately 1.9% in Hong
Kong in 2014.
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The following table sets forth the information on the five largest foundation
subcontractors in the foundation industry in Hong Kong:

Share of
total
Name of Headquarter Revenue in industry
Rank company location 2014 revenue Key business coverage
(HKS$ million) (%)

1 Competitor A Hong Kong 554 2.8%  Socketed H-pile, mini pile,
micro pile, prebored socketed
steel pile

2 Wan Kei Hong Kong 363 1.9%  Socketed H-piling, mini

Engineering piling, solider piles, and king
posts

3 Competitor B Hong Kong 286 1.5%  Socketed H-pile, mini pile,
sheet pile, bored pile, driven
pile, micro pile, diaphragm
wall

4 Competitor C  Hong Kong 241 1.2%  Socketed H-pile, mini pile,
frictional pile, pre-bored H
pile

5 Competitor D Hong Kong 116 0.6%  Socketed H-pile, mini pile,
bored pile, sheet pile, pipe
pile

Others 17,928 92.0%

Total 19,488 100%

Sources: Ipsos Report
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THE LAWS AND REGULATIONS OF HONG KONG

This section summarises the principal laws and regulations of Hong Kong which are

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

A.

Laws and Regulations in relation to Construction Labour, Health and Safety

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

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

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

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

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

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

e  providing and maintaining a safe and healthy working environment.

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

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

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

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

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

e provision and maintenance of plant and systems of work that are safe and
without risks to health;

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

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

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

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

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

e provision and maintenance of a working environment that is safe and without
risks to health; and

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

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

The Commission for Labour may also issue an improvement notice against
non-compliance of this Ordinance or the Factories and Industrial Undertakings
Ordinance or suspension notice against activity or condition of workplace which may
create imminent risk of death or serious bodily injury. Failure to comply with such
notices without reasonable excuse constitutes an offence punishable by a fine of
HK$200,000 and HK$500,000 respectively and imprisonment of up to 12 months.
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Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong)

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

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

According to section 15(1A) of the Employees’ Compensation Ordinance,
employer shall report work injuries of its employee to the Commissioner of Labour not
later than 14 days after the accident.

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

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

An employer who fails to comply with the Employees’ Compensation Ordinance

to secure an insurance cover is liable on conviction upon indictment to a fine at level 6
(currently at HK$100,000) and imprisonment for 2 years.
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Employment Ordinance (Chapter 57 of the Laws of Hong Kong)

A main contractor shall be subject to the provisions on subcontractor’s employees’
wages in the Employment Ordinance. According to Section 43C of the Employment
Ordinance, a main contractor, or a main contractor and every superior subcontractor
jointly and severally is/are liable to pay any wages that become due to an employee
who is employed by a subcontractor on any work which the subcontractor has
contracted to perform, and such wages are not paid within the period specified in the
Employment Ordinance. The liability of a main contractor and superior subcontractor
(where applicable) shall be limited (a) to the wages of an employee whose employment
relates wholly to the work which the main contractor has contracted to perform and
whose place of employment is wholly on the site of the building works; and (b) to the
wages due to such an employee for 2 months (such months shall be the first 2 months
of the period in respect of which the wages are due).

An employee who has outstanding wage payments from subcontractor must serve
a notice in writing on the main contractor within 60 days after the wage due date. A
main contractor and superior subcontractor (where applicable) shall not be liable to pay
any wages to the employee of the subcontractor if that employee fails to serve a notice
on the main contractor.

Upon receipt of such notice from the relevant employee, a main contractor shall,
within 14 days after receipt of the notice, serve a copy of the notice on every superior
subcontractor to that subcontractor (where applicable) of whom he is aware. A main
contractor who without reasonable excuse fails to serve notice on the superior
subcontractor(s) shall be guilty of an offence and shall be liable on conviction to a fine
at level 5 (currently at HK$50,000).

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

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

Employers are required to enroll their regular employees (except for certain
exempt persons) aged between at least 18 but under 65 years of age and employed for
60 days or more in a Mandatory Provident Fund (“MPF”) scheme within the first 60
days of employment.
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For both employees and employers, it is mandatory to make regular contributions
into a MPF scheme. For an employee, subject to the maximum and minimum levels of
income (HK$25,000 and HK$7,100 per month, respectively before 1 June 2014 or
HK$30,000 and HK$7,100 per month, respectively on or after 1 June 2014), an
employer will deduct 5% of the relevant income on behalf of an employee as
mandatory contributions to a registered MPF scheme with a ceiling of HK$1,250
before 1 June 2014 or HK$1,500 on or after 1 June 2014. Employer will also be
required to contribute an amount equivalent to 5% of an employee’s relevant income to
the MPF scheme, subject only to the maximum level of income (HK$25,000 per month
before 1 June 2014 or HK$30,000 on or after 1 June 2014).

Industry Scheme

Industry Schemes were established under the MPF system for employers in the
construction and catering industries in view of the high labour mobility in these two
industries, and the fact that most employees in these industries are “casual employees”

whose employment is on a day-to-day basis or for a fixed period of less than 60 days.

For the purpose of the Industry Schemes, the construction industry covers the
following eight major categories:

(1) foundation and associated works;

(2) civil engineering and associated works;

(3) demolition and structural alteration works;

(4) refurbishment and maintenance works;

(5) general building construction works;

(6) fire services, mechanical, electrical and associated works;

(7) gas, plumbing, drainage and associated works; and

(8) interior fitting-out works.

The Mandatory Provident Fund Schemes Ordinance does not stipulate that
employers in these two industries must join the Industry Schemes. The Industry
Schemes provide convenience to the employers and employees in the construction and
catering industries. Casual employees do not have to switch schemes when they change
jobs within the same industry, so long as their previous and new employers are

registered with the same Industry Scheme. This is convenient for scheme members and
saves administrative costs.
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Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong)

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

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

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

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

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

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

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage
rate (currently set at HK$32.5 per hour) during the wage period for every employee
engaged under a contract of employment under the Employment Ordinance (Chapter 57
of the Laws of Hong Kong). Any provision of the employment contract which purports
to extinguish or reduce the right, benefit or protection conferred on the employee by
the Minimum Wage Ordinance is void.

B. Laws and Regulations in relation to Environmental Protection
Air Pollution Control Ordinance (Chapter 311 of the Laws of Hong Kong)

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

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

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

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

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

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

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

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

All discharges, other than domestic sewage to a communal foul sewer or
unpolluted water to a storm drain, must be covered by an effluent discharge licence.
The licence specifies the permitted physical, chemical and microbial quality of the
effluent. The general guidelines are that the effluent does not damage sewers or pollute
inland or inshore marine waters.
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According to the Water Pollution Control Ordinance, unless being licensed under
the Water Pollution Control Ordinance, a person who discharges any waste or polluting
matter into the waters of Hong Kong in a water control zone or discharges any matter,
other than domestic sewage and unpolluted water, into a communal sewer or communal
drain in a water control zone commits an offence and is liable to imprisonment for 6
months and (a) for a first offence, a fine of HK$200,000; (b) for a second or
subsequent offence, a fine of HK$400,000 and (c) in addition, if the offence is a
continuing offence, a fine of HK$10,000 for each day during which it is proved to the
satisfaction of the court that the offence has continued.

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

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

A contractor shall observe and comply with the Waste Disposal Ordinance and its
subsidiary regulations, including without limitation the Waste Disposal (Charges for
Disposal of Construction Waste) Regulation (Chapter 354N of the Laws of Hong Kong)
and the Waste Disposal (Chemical Waste) (General) Regulation (Chapter 354C of the
Laws of Hong Kong).

Under the Waste Disposal (Charges for Disposal of Construction Waste)
Regulation, construction waste can only be disposed at designated prescribed facilities
and a main contractor who undertakes construction work with a value of HK$1 million
or above will be required, within 21 days after being awarded the contract, to establish
a billing account in respect of that particular contract with the Director of the
Environmental Protection Department to pay any disposal charges for the construction
waste generated from the construction work under that contract.

Under the Waste Disposal (Chemical Waste) (General) Regulation, a person who
produces chemical waste or causes it to be produced has to register as a chemical
waste producer. Any chemical waste produced must be packaged, labeled and stored
properly before disposal. Only a licensed waste collector can transport the waste to a
licensed chemical waste disposal site for disposal. Chemical waste producers also need
to keep records of their chemical waste disposal for inspection by the Environmental
Protection Department.

Under the Waste Disposal Ordinance, a person shall not use, or permit to be used,
any land or premises for the disposal of waste unless he has a licence from the
Director of the Environmental Protection Department. A person who except under and
in accordance with a permit or authorisation, does, causes or allows another person to
do anything for which such a permit or authorisation is required commits an offence
and is liable to a fine of HK$200,000 and to imprisonment for 6 months for the first
offence, and to a fine of HK$500,000 and to imprisonment for 2 years for a second or
subsequent offence.
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Dumping at Sea Ordinance (Chapter 466 of the Laws of Hong Kong)

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

Under the Dumping at Sea Ordinance, a person who except under and in
accordance with a permit, does anything or causes or allows another person to do
anything for which a permit is needed commits an offence and is liable on conviction
to a fine of HK$200,000 and to imprisonment for 6 months on a first conviction; and
to a fine of HK$500,000 and to imprisonment for 2 years on a second or subsequent
conviction; and in addition, to a further fine of HK$10,000 for each day if the court is
satisfied that the operation has continued.

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

The Environmental Impact Assessment Ordinance is to avoid, minimise and
control the adverse environmental impacts from designated projects as specified in
Schedule 2 of the Environmental Impact Assessment Ordinance (for example, public
utility facilities, certain large-scale industrial activities, community facilities, etc.)
through the application of the environmental impact assessment process and the
environmental permit system by the persons who is planning such designated project
prior to their construction and operation (and decommissioning, if applicable), unless
otherwise exempted.

According to the Environmental Impact Assessment Ordinance, a person commits
an offence if he constructs or operates a designated project as listed in Part I of
Schedule 2 of the Environmental Impact Assessment Ordinance (which includes roads,
railways and depots, dredging operation, residential and other developments, etc.) or
decommissions a designated project listed in Part II of Schedule 2 of the
Environmental Impact Assessment Ordinance without an environmental permit for the
project; or contrary to the conditions, if any, set out in the permit. The offender is
liable (a) on a first conviction on indictment to a fine of HK$2,000,000 and to
imprisonment for 6 months; (b) on a second or subsequent conviction on indictment to
a fine of HK$5,000,000 and to imprisonment for 2 years; (c) on a first summary
conviction to a fine at level 6 and to imprisonment for 6 months; (d) on a second or
subsequent summary conviction to a fine of HK$1,000,000 and to imprisonment for
one year, and in any case where the offence is of a continuing nature, the court or
magistrate may impose a fine of HK$10,000 for each day on which he is satisfied the
offence continued.
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Public Health and Municipal Services Ordinance (Chapter 132 of the Laws of Hong
Kong)

Pursuant to Section 127 of the Public Health and Municipal Services Ordinance,
where a nuisance notice is served on the person by reason of whose act, default or
sufferance the nuisance arose or continues, or of that person cannot be found, on the
occupier or owner of the premises or vessel on which the nuisance exists, then if either
the nuisance to which the notice relates arose by reason of the wilful act or default of
that person; or that person fails to comply with any of the requirements of the notice
within the period specified therein, that person shall be guilty of an offence.

Emission of dust from any building under construction or demolition in such
manner as to be a nuisance is actionable under the Public Health and Municipal
Services Ordinance. Maximum penalty is HK$10,000 (level 3) upon conviction with a
daily fine of HK$200.

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

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

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

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

C. Law and Regulations in relation to Contractor Licensing
General Building Contractor/Specialist Contractor

Under the current contractors registration system in Hong Kong, the Building
Authority shall keep a register of general building contractors who are qualified to
perform the duties of a general building contractor and a register of specialist
contractors who are qualified to carry out specialised works (such as foundation works
and ground investigation field works) specified in the category in the sub-register in
which they are entered. Registered general building contractors may carry out general
building works and street works which do not include any specialised works designated
for registered specialist contractors.
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Set out below are the requirements to register as a general building contractor,

specialist

contractor in foundation works and specialist contractor in ground

investigation field works under the Buildings Department.

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

(a)

(b)

(c)

(d)

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

the appropriate experience and qualifications of its personnel;

its ability to have access to plants and resources; and

the ability of the person appointed to act for the applicant for the purposes
of the Buildings Ordinance to understand building works and street works

through relevant experience and a general knowledge of the basic statutory
requirements.

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

applicant:

(a)

(b)

(©)

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

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

(i) have access to plant and resources;

(i1) provide technical and financial support for the execution of building
works and street works; and

(ii1)) make decisions for the company and supervise the Authorised Signatory
and other personnel for the purpose of ensuring that the works are
carried out in accordance with the Buildings Ordinance; and

for a corporation which appoints a director who does not possess the
required qualification or experience as Technical Director to manage the
carrying out of building works and street works — an ‘Other Officer’
authorised by the board of directors to assist the Technical Director.
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Mr. Fong is appointed as the Authorised Signatory and Mr. CH Lau is appointed
as the Technical Director to act for the purpose of the Buildings Ordinance for Wan
Kei Engineering. As for Chung Shun, Mr. Leung is appointed as the Authorised
Signatory and Technical Director for the purpose of Buildings Ordinance.

In addition to the above key personnel, the applicant is also required to
demonstrate that it has employed appropriate qualified staff to assist the applicant and
the above key personnel to execute, manage and supervise the building works and
street works.

For registration as a registered specialist contractor, the applicant must satisfy the
Building Authority that it has the necessary experience and, where appropriate,
professional and academic qualifications, to undertake work in the specialist category
and should also demonstrate that it has the access to engaging qualified persons to
carry out the relevant specialised duties, e.g. competent person (logging) for ground
investigation field works.

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

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

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

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

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

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

(c) a registered geotechnical engineer for the geotechnical elements of such
building works or street works if so required under this Buildings Ordinance.
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Private Sector Foundation Works and/or Ground Investigation Field Works Projects

Private sector foundation works and/or ground investigation field works projects
cover projects launched by private developers as well as any other entities not being
Hong Kong government departments and statutory bodies, including but not limited to
utility companies, charity organisations, and private educational institutions.

In order to undertake private sector foundation works and/or ground investigation
field works as main contractor, a contractor must be registered with the Buildings
Department as a registered specialist contractor under the categories of foundation
works and/or ground investigation field works, unless the main contractor subcontracts
those works to a registered specialist contractor as described below.

Where the main contractor engages a registered specialist contractor under the
categories of foundation works and/or ground investigation field works to undertake
foundation works and/or ground investigation field works as registered with the
Building Department, irrespective of whether such foundation works and/or ground
investigation field works form the whole or part of the contract works, the main
contractor itself would not be required to be a registered specialist contractor under the
relevant category.

Subcontractors appointed to carry out foundation works and/or ground
investigation field works are required to be registered specialist contractors under the
categories of foundation works and/or ground investigation field works, respectively.

For any foundation works and/or ground investigation field works where an entity
is involved as a subcontractor, if there is a registered specialist contractor who is
registered with the Buildings Department under the appropriate category to supervise
the works and liaise with the Buildings Authority, the entity itself is not required to be
such registered specialist contractor or to obtain any requisite licenses, permits and
approval for its operation and business except the business registration.

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

Public Sector Foundation Works and/or Ground Investigation Field Works
Projects

For public sector projects, contractors responsible for the foundation works and/or
ground investigation field works are, among others, required to be listed under the
Works Branch of the Development Bureau, and with the Buildings Department as
registered specialist contractors under the categories of foundation works and/or ground
investigation field works.
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As long as the main contractors hold all the required registrations for the project,
the subcontractors are not required to hold the same registrations as the main
contractors in public projects. However, being registered on the Subcontractor
Registration Scheme at the Construction Industry Council (&#52# &) is required for
subcontractors to participate in public projects commissioned by certain Government
departments and statutory bodies, including the Airport Authority, Development Bureau
and the Housing Authority.

Pursuant to a technical circular issued by Works Branch (the Environment,
Transport and Works Bureau at the time of issue of the technical circular) on 14 June
2004, all capital works and maintenance works contracts of the government with
tenders to be invited on or after 15 August 2004 shall require the contractor to employ
all subcontractors (whether nominated, specialist or domestic) that are registered from
the respective trades available under the Primary Register of the Voluntary
Subcontractor Registration Scheme introduced by the Provisional Construction Industry
Co-ordination Board (ffiRri#i2E4i#Z 8 &) whose work was taken over by the
Construction Industry Council (2% 3#€®) in February 2007.

Set out below are the further requirements for a registered specialist contractor
under the categories of foundation works and/or ground investigation field works to
undertake foundation works and/or ground investigation field works projects of the
Development Bureau.

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

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

In granting a registration/approval to a contractor, the Works Branch of the
Development Bureau takes into consideration, among others, (i) the contractor’s
financial strength; (ii) the contractor’s technical experience and management capability;
(iii) the machinery and equipment maintained by the contractor; and (iv) the job
references from customers.
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Pursuant to a technical circular issued by Works Branch (the Environment,
Transport and Works Bureau at the time of issue of the technical circular) on 25 May
2004, in selective tendering, a tender will not be considered unless the contractor has
met certain qualification requirements, for example, it is on a particular list of
approved contractors and not being suspended from tendering.

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

For admission and retention as an approved contractor on the Specialist List
(Group II — Land Piling category — “Rock-socketed Steel H-pile in Pre-bored Hole”
system and “Minipile” piling system), a contractor is required to meet the minimum
financial criteria and other requirements as follows:

1.  Minimum employed capital
HK$9,300,000.
2. Minimum working capital

HK$8,600,000 or 10% of the combined annual value of uncompleted works
on outstanding contracts both in the public and private sectors if the contractor
has both employed and working capital not less than HK$4.2 million respectively,
whichever is higher.

3. Minimum technical and management criteria/other requirements

(a) A registered specialist contractor in the foundation sub-register under
Buildings Ordinance.

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

(c) Top management: at least one member of the resident top management

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

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

(f) Plant and equipment: appropriate equipment for each system (at least
one set for each system).

(g) Office/workshop facilities: Local office required and yard facilities
available.

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

Regulatory actions against contractors by the Development Bureau

The Development Bureau may take regulatory actions against contractors for
failure to meet the financial criteria within prescribed time, unsatisfactory performance,
misconduct or suspected misconduct, poor site safety record, and poor environmental
performance, court convictions such as contravention of site safety legislation and the
Employment Ordinance (Chapter 57 of the Laws of Hong Kong) and employment of
illegal works etc.

For instance, if a qualified contractor is convicted of a series of safety or
environmental offences within a short period of time in a project, or if a fatal
construction accident occurs at a construction site for which the contractor is
responsible, the government may take regulatory actions against the responsible
contractor, which include the removal, suspension (which means a contractor is
prohibited from tendering for works of the relevant category during the suspension
period) and downgrading (which includes downgrading or demoting the contractor’s
qualification to a lower status or class in all or any specified category) of the
contractor’s licence, depending on the seriousness of the incident triggering the
regulatory actions.
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OUR GROUP STRUCTURE AND HISTORY
Overview

The history of our Group dates back to 1998 when Mr. WS Lau, through Chung Hang,
a company owned by Mr. WS Lau and his family members, contributed to the setting up of
Wan Kei Machinery with funds generated from Mr. WS Lau’s prior business engagements.
As at the incorporation of Wan Kei Machinery, Wan Kei Machinery was owned by Chung
Hang, Tachyon Limited (a company controlled by Mr. Leung and his wife), Gold Crown (a
company controlled by Mr. Fong and Mr. Yeung) and an Independent Third Party as to 38%,
19%, 24% and 19%, respectively. Before founding our Group, Mr. Fong, Mr. Leung and Mr.
Yeung were the former employees of Mr. WS Lau. Mr. WS Lau has more than 40 years’
experience in the foundation industry, further details of his experience and qualification are
set out in the sections headed “Directors, Senior Management and Staff”. For further details
of the corporate history of our subsidiaries, including Wan Kei Machinery, please refer to
the paragraph headed “Our subsidiaries” below.

Our Company was incorporated in the Cayman Islands on 7 October 2014 in
anticipation of the [REDACTED]. We operate our business through our operating
subsidiaries namely, Wan Kei Engineering, Chung Shun, Wan Kei Machinery and Wan Kei
(Macau) (from 5 December 2014 onwards), each a wholly-owned subsidiary of our
Company. Wan Wai is the intermediate holding company of our Group whereas Wan Kei
Engineering, Chung Shun, Wan Kei Machinery and Wan Kei (Macau) (from 5 December
2014 onwards) are our operating subsidiaries which perform our daily operation.

Major milestones
Set out below are our major milestones:
1998 Incorporation of Wan Kei Machinery

Acquisition of interest in Chung Shun by Mr. WS Lau

1999 Acquisition of interest in Wan Kei Engineering by Mr. WS Lau

2001 Grant of the Certificate of Specialist Contractor in ground
investigation field works by the Building Authority to Chung
Shun

2002 Grant of the Certificate of Specialist Contractor in foundation

works by the Building Authority to Wan Kei Engineering

2007 Grant of ISO 9001:2008 certification of quality management
system by Accredited Certification International Limited

Grant of OHSAS 18001:2007 certification of environmental

management system by Accredited Certification International
Limited
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Grant of ISO14001:2004 certification of occupational health
and safety management system by Accredited Certification
International Limited

Grant of Best Safety and Environment Protection Subcontractor
Award (A% 4 BT FIR 57T 54K) by our customer

2009 Grant of Silver Prize in Construction Industry Safety Award
Scheme (x5 ZEL2AEFFHER5E) by, among others, the Labour
Department and the Occupational Safety and Health Council

2011 Grant of Outstanding Safety Performance by our customer

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

2014 Grant of On-site Best Safety and Environmental Subcontractor
Award by our customer

Grant of Zero Accident Achievement Award by our customer
Incorporation of our Company
Acquisition of Wan Kei (Macau) by our Group

Our Company

Our Company was incorporated in the Cayman Islands with limited liability on 7
October 2014 with an authorised share capital of HK$380,000 divided into 38,000,000
Shares of HK$0.01 each, with one subscriber Share allotted and issued nil-paid to the initial
subscriber, an Independent Third Party. On the same day, such subscriber Share was
transferred to Suntecli for nil consideration.

Suntecli, the holding vehicle of the shareholders of Chung Hang, was incorporated on
19 September 2014 in the BVI with an authorized share capital of US$50,000 divided into
50,000 shares of US$1 each. On 25 September 2014, 17,600, 200, 200, 200, 200 and 200
shares were issued and allotted to Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr. CS Lau, Mr.
CH Lau and Mr. Ian Lau, which represent approximately 94.65%, 1.07%, 1.07%, 1.07%,
1.07% and 1.07% of the then issued share capital of Suntecli, respectively.V”**’ As at the
Latest Practicable Date, Suntecli was owned by Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr.
CS Lau, Mr. CH Lau and Mr. lan Lau, as to approximately [REDACTED]%,
[REDACTED]%, [REDACTED]%, [REDACTED]%, [REDACTED]% and [REDACTED]%,
respectively.

Samwood, the holding vehicle of the shareholders of Gold Crown, was incorporated on

3 July 2014 in the BVI with an authorized share capital of US$50,000 divided into 50,000
shares of US$1 each. On 25 September 2014, 79 and 21 shares were issued and allotted to

Note: Mr. WS Lau is the father of Mr. CS Lau, Mr. CH Lau and Mr. Ian Lau, and the spouse of Ms. So.
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Mr. Fong and Mr. Yeung, which represent 79% and 21% of the then issued share capital of
Samwood, respectively. As at the Latest Practicable Date, Samwood was owned by Mr. Fong
and Mr. Yeung as to [REDACTED]% and [REDACTED]%, respectively.

On 5 November 2014, 5,681, 2,364, 1,939 and 15 nil-paid Shares were allotted and
issued to Suntecli, Samwood, Mr. Leung and Ms. Yeung, which represent 56.82%, 23.64%,
19.39% and 0.15% of the issued share capital of our Company, respectively.

On 9 May 2015, as part of the Reorganisation, our Company acquired 5,682, 2,364,
1,939 and 15 shares in Wan Wai (in aggregate representing then entire issued share capital
of Wan Wai) from each of Suntecli, Samwood, Mr. Leung and Ms. Yeung, respectively, and
as consideration, the 5,682, 2,364, 1,939 and 15 nil paid Shares held by Suntecli, Samwood,
Mr. Leung and Ms. Yeung were credited as fully paid, respectively and [REDACTED],
[REDACTED], [REDACTED] and [REDACTED] new Shares were issued and allotted to
Suntecli, Samwood, Mr. Leung and Ms. Yeung, all credited as fully paid, respectively. The
above transactions were completed on 9 May 2015 and as a result, our Company became the
holding company of our Group.

Our subsidiaries
Wan Wai

Wan Wai, the intermediate holding company of our Group, was incorporated on 30
September 2014 in the BVI with an authorised share capital of US$50,000 divided into
50,000 shares of US$1.00 each. On the same day, 5,682, 2,364, 1,939 and 15 shares were
issued and allotted to Suntecli, Samwood, Mr. Leung and Ms. Yeung, which represent
56.82%, 23.64 %, 19.39% and 0.15% of the issued share capital of Wan Wai, respectively.

On 20 November 2014, Wan Wai acquired 50% of the interests in Chung Shun from
Chung Hang, Mr. Leung and Ms. Yeung, further details of which are set out in the paragraph
headed “Chung Shun” below.

On 20 November 2014, Wan Wai acquired the entire issued share capital of Wan Kei
Engineering from Chung Hang, Gold Crown and Mr. Leung, further details of which are set
out in the paragraph headed “Wan Kei Engineering” below.

On 20 November 2014, Wan Wai acquired the entire issued share capital of Wan Kei
Machinery from Chung Hang, Gold Crown and Mr. Leung, further details of which are set
out in the paragraph headed “Wan Kei Machinery” below.

Pursuant to the sale and purchase agreement dated 9 May 2015 and entered into among
our Company (as purchaser), Suntecli (as vendor), Samwood (as vendor), Mr. Leung (as
vendor and warrantor), Ms. Yeung (as vendor), Mr. WS Lau (as warrantor) and Mr. Fong (as
warrantor), our Company has acquired the entire issued share capital of Wan Wai from
Suntecli, Samwood, Mr. Leung and Ms. Yeung and as consideration, the 5,682, 2,364, 1,939
and 15 nil-paid Shares held by Suntecli, Samwood, Mr. Leung and Ms. Yeung, respectively
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were credited as fully paid and [REDACTED], [REDACTED], [REDACTED] and
[REDACTED] new Shares were issued and allotted to Suntecli, Samwood, Mr. Leung and
Ms. Yeung, all credited as fully paid, respectively.

Wan Kei Engineering

Wan Kei Engineering is our operating subsidiary which engages in foundation works.
Wan Kei Engineering is a company incorporated in Hong Kong on 4 May 1995 as a limited
liability company by two Independent Third Parties. Its total number of shares in issue is
10,000,000 shares.

On 30 August 1995, Mr. Fong acquired in aggregate 1,800 shares in Wan Kei
Engineering at a consideration of HKS$1,800 from three then shareholders of Wan Kei
Engineering, one of whom is the father-in-law of Mr. Fong, and the remaining two of whom
are Independent Third Parties. Immediately after the above acquisition of shares, the
shareholding of Wan Kei Engineering was as follows:

Shareholding

Date Name of Shareholders %0
30 August 1995 Mr. Fong 18%
4 Independent Third Parties 82%

100%

On 10 July 1997, Mr. Fong further acquired 1,000 shares in Wan Kei Engineering at a
consideration of HK$1,000 from a then shareholder of Wan Kei Engineering, who is an
Independent Third Party. Immediately after the above acquisition of shares, the shareholding
of Wan Kei Engineering was as follows:

Shareholding

Date Name of Shareholders %
10 July 1997 Mr. Fong 28%
2 Independent Third Parties 72%

100%

As introduced by Mr. Fong and taking into account the potential business networks and
opportunities to be brought by Mr. WS Lau, on 18 January 1999, Canton Management Corp.
acquired in aggregate 7,199 shares in Wan Kei Engineering at a consideration of HK$7,199
from two then shareholders of Wan Kei Engineering, who are Independent Third Parties. On
the same date, Garco Management Inc. acquired 1 share in Wan Kei Engineering at a
consideration of HK$! from a then shareholder of Wan Kei Engineering, who is an
Independent Third Party. On the same date, Mr. Fong transferred his 2,800 shares in Wan
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Kei Engineering at a consideration of HK$2,800 to Canton Management Corp. Immediately
after the above acquisition of shares, the shareholding of Wan Kei Engineering was as

follows:
Shareholding

Date Name of Shareholders %

18 January 1999 Canton Management Corp. 99.99%

Garco Management Inc. 0.01%
100%

Notes:

1. As at 18 January 1999, Canton Management Corp. was owned by Chung Hang, Mr. Fong, Tachyon
Limited, Mr. Yeung and an Independent Third Party as to approximately 38.38%, 19.19%, 18.19%,
5.05% and 19.19%, respectively.

2. As at 18 January 1999, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 0.91%, 4.50%, 4.50%, 30.03%, 30.03% and
30.03%, respectively.

3. As at 18 January 1999, Garco Management Inc. was wholly owned by Tachyon Limited.

4. As at 18 January 1999, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.

On 13 April 2004, Wan Kei Engineering allotted and issued 8,189,181 and 819 shares

to Canton Management Corp. and Garco Management Inc. at a consideration of
HK$8,189,181 and HK$819, respectively. Immediately after the above allotment and issue of
shares, the shareholding of Wan Kei Engineering was as follows:

Shareholding
Date Name of Shareholders %
13 April 2004 Canton Management Corp. 99.99%
Garco Management Inc. 0.01%
100%

Notes:

As at 13 April 2004, Canton Management Corp. was owned by Chung Hang, Mr. Fong, Tachyon
Limited and Mr. Yeung as to 57%, 19%, 19% and 5%, respectively.

As at 13 April 2004, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. lan Lau as to approximately 16.67%, 16.67%, 16.67%, 16.67%, 16.67%
and 16.67%, respectively.

As at 13 April 2004, Garco Management Inc. was wholly owned by Tachyon Limited.
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4. As at 13 April 2004, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.

On 25 April 2005, Wan Kei Engineering further allotted and issued 249,750 and 250
shares to Canton Management Corp. and Garco Management Inc. at a consideration of
HK$249,750 and HK$250, respectively. Immediately after the above allotment and issue of
shares, the shareholding of Wan Kei Engineering was as follows:

Approximate

Shareholding

Date Name of Shareholders %
25 April 2005 Canton Management Corp. 99.98734%
Garco Management Inc. 0.01266%

100%

Notes:

1. As at 25 April 2005, Canton Management Corp. was owned by Chung Hang, Mr. Fong, Tachyon
Limited and Mr. Yeung as to 57%, 19%, 19% and 5%, respectively.

2. As at 25 April 2005, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. lan Lau as to approximately 16.67%, 16.67%, 16.67%, 16.67%, 16.67%
and 16.67%, respectively.

3. As at 25 April 2005, Garco Management Inc. was owned by Chung Hang, Mr. Fong, Tachyon
Limited and Mr. Yeung as to 57%, 19%, 19% and 5%, respectively.

4. As at 25 April 2005, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.

On 11 July 2008, Wan Kei Engineering allotted and issued 883,500, 372,000 and
294,500 shares to Chung Hang, Gold Crown and Mr. Leung at a consideration of
HK$883,500, HK$372,000 and HKS$294,500, respectively. Immediately after the above
allotment and issue of shares, the shareholding of Wan Kei Engineering was as follows:

Approximate

Shareholding

Date Name of Shareholders %
11 July 2008 Canton Management Corp. 84.4893%
Garco Management Inc. 0.0107%

Chung Hang 8.835%

Gold Crown 3.72%

Mr. Leung 2.945%

100%
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Notes:

1. As at 11 July 2008, Canton Management Corp. was owned by Chung Hang, Mr. Fong, Mr. Leung and
Mr. Yeung as to 57%, 19%, 19% and 5%, respectively.

2. As at 11 July 2008, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 94.65%, 1.07%, 1.07%, 1.07%, 1.07% and
1.07%, respectively.

3. As at 11 July 2008, Garco Management Inc. was owned by Chung Hang, Mr. Fong, Mr. Leung and
Mr. Yeung as to 57%, 19%, 19% and 5%, respectively.

4. As at 11 July 2008, Gold Crown was owned by Mr. Fong and Mr. Yeung as to 79% and 21%,
respectively.

On 22 October 2008, Canton Management Corp. transferred its 4,816,500, 2,026,930
and 1,605,500 shares in Wan Kei Engineering to Chung Hang, Gold Crown and Mr. Leung
at a consideration of HK$4,816,500, HK$2,026,930 and HK$1,605,500, respectively. On the
same date, Garco Management Inc. transferred its 1,070 shares in Wan Kei Engineering to
Gold Crown at a consideration of HK$1,070. Immediately after the above transfers of
shares, the shareholding of Wan Kei Engineering was as follows:

Shareholding

Date Name of Shareholders %o
22 October 2008 Chung Hang 57%
Gold Crown 24%

Mr. Leung 19%

100%

Notes:

1. As at 22 October 2008, Gold Crown was owned by Mr. Fong and Mr. Yeung as to 79% and 21%,
respectively.

2. As at 11 July 2008, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. lan Lau as to approximately 94.65%, 1.07%, 1.07%, 1.07%, 1.07% and
1.07%, respectively.

On 20 November 2014, Wan Wai acquired the entire issued share capital of Wan Kei
Engineering from Chung Hang, Gold Crown and Mr. Leung at a nominal consideration of
HK$5,700, HK$2,400 and HKS$1,900, respectively. The consideration is determined with
reference to the issued share capital of Wan Kei Engineering and was fully settled on 28
November 2014. Immediately after the above acquisition of shares, Wan Kei Engineering
became a wholly-owned subsidiary of Wan Wai.

Chung Shun
Chung Shun is our operating subsidiary which engages in ground investigation field
works. Chung Shun is a company incorporated in Hong Kong on 14 December 1995 as a

limited liability company by Ms. Yeung and an Independent Third Party. Its total number of
shares in issue is 700,000 shares.
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On 14 December 1995, Chung Shun allotted and issued 1 and 1 shares to Ms. Yeung
and an Independent Third Party at a consideration of HKS$1 and HKS$I1, respectively.
Immediately after the above allotment and issue of shares, the shareholding of Chung Shun
was as follows:

Shareholding

Date Name of Shareholders %
14 December 1995 Ms. Yeung 50%
Independent Third Party 50%

100%

On 15 December 1995, Chung Shun allotted and issued 499, 5,000 and 4,499 shares to
Ms. Yeung, Wan Kei Engineering and two other Independent Third Parties at a consideration
of HK$499, HK$5,000 and HK$4,499, respectively. Immediately after the above allotment
and issue of shares, the shareholding of Chung Shun was as follows:

Shareholding

Date Name of Shareholders %
15 December 1995 Ms. Yeung 5%
Wan Kei Engineering 50%

2 Independent Third Parties 45%

100%

On 10 July 1998, Wan Kei Engineering transferred its 5,000 shares in Chung Shun to
Wan Kei Machinery at a consideration of HK$5,000 taking into account the potential
business networks and opportunities to be brought by Mr. WS Lau through Wan Kei
Machinery. Immediately after the above transfers of shares, the shareholding of Chung Shun
was as follows:

Shareholding

Date Name of Shareholders %0
10 July 1998 Ms. Yeung 5%
Wan Kei Machinery 50%

Independent Third Party 45%

100%
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On 18 January 1999, Chung Hang and Tachyon Limited acquired 2,250 and 2,250
shares in Chung Shun at a consideration of HKS$2,250 and HK$2,250 from a then
shareholder of Chung Shun, who is an Independent Third Party, respectively. Immediately
after the above acquisition of shares, the shareholding of Chung Shun was as follows:

Shareholding

Date Name of Shareholders %
18 January 1999 Ms. Yeung 5%
Wan Kei Machinery 50%

Chung Hang 22.5%

Tachyon Limited 22.5%

100%

Notes:

1. As at 18 January 1999, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 0.91%, 4.50%, 4.50%, 30.03%, 30.03% and
30.03%, respectively.

2. As at 18 January 1999, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.

On 12 January 2005, Chung Shun allotted and issued 34,500, 345,000, 155,250 and
155,250 shares in Chung Shun to Ms. Yeung, Wan Kei Machinery, Chung Hang and Tachyon
Limited at a consideration of HK$34,500, HK$345,000, HK$155,250 and HK$155,250,
respectively. Immediately after the above allotment and issue of shares, the shareholding of
Chung Shun was as follows:

Shareholding

Date Name of Shareholders %0
12 January 2005 Ms. Yeung 5%
Wan Kei Machinery 50%

Chung Hang 22.5%

Tachyon Limited 22.5%

100%

Notes:

1. As at 12 January 2005, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. lan Lau as to approximately 16.67%, 16.67%, 16.67%, 16.67%, 16.67%
and 16.67%, respectively.

2. As at 12 January 2005, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.
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On 28 September 2007, Tachyon Limited transferred its 157,500 shares in Chung Shun
to Mr. Leung at a consideration of HK$157,500. Immediately after the above transfer of
shares, the shareholding of Chung Shun was as follows:

Shareholding

Date Name of Shareholders %
28 September 2007 Ms. Yeung 5%
Wan Kei Machinery 50%

Chung Hang 22.5%

Mr. Leung 22.5%

100%

Note: As at 28 September 2007, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr.
CS Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 16.67%, 16.67%, 16.67%, 16.67%,

16.67% and 16.67%, respectively.

On 20 November 2014, Wan Wai acquired 50% of the entire issued share capital of
Chung Shun from Chung Hang, Mr. Leung and Ms. Yeung at a nominal consideration of
HK$1,575, HK$1,575 and HKS$350, respectively. The consideration is determined with
reference to the issued share capital of Chung Shun and was fully settled on 28 November
2014. Immediately after the above acquisition of shares, Chung Shun was owned by Wan
Wai and Wan Kei Machinery as to 50% and 50%, respectively.

Wan Kei Machinery
Wan Kei Machinery is our operating subsidiary which engages in machinery leasing.
Wan Kei Machinery is a company incorporated in Hong Kong on 27 May 1998 as a limited

liability company by Chung Hang, Gold Crown, Tachyon Limited and an Independent Third
Party. Its total number of shares in issue is 100 shares.
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On 27 May 1998, Wan Kei Machinery allotted and issued 38, 24, 19 and 19 shares to
Chung Hang, Gold Crown, Tachyon Limited and an Independent Third Party at a
consideration of HK$38, HK$24, HK$19 and HK$19, respectively. Immediately after the
above allotment and issue of shares, the shareholding of Wan Kei Machinery was as follows:

Shareholding
Date Name of Shareholders %
27 May 1998 Chung Hang 38%
Gold Crown 24%
Tachyon Limited 19%
Independent Third Party 19%
100%
Notes:

On 1

As at 27 May 1998, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 0.91%, 4.50%, 4.50%, 30.03%, 30.03% and
30.03%, respectively.

As at 27 May 1998, Gold Crown was owned by Mr. Fong and Mr. Yeung as to 79% and 21%,
respectively.

As at 27 May 1998, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,
respectively.

February 2001, Chung Hang acquired 19 shares in Wan Kei Machinery from a

then shareholder of Wan Kei Machinery, who is a former employee of Mr. WS Lau, at a
consideration of HK$500,000. Immediately after the above acquisition of shares, the
shareholding of Wan Kei Machinery was as follows:

Shareholding
Date Name of Shareholders %
1 February 2001 Chung Hang 57%
Gold Crown 24%
Tachyon Limited 19%
100%

Notes:

As at 1 February 2001, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr. CS
Lau, Mr. CH Lau and Mr. lan Lau as to approximately 0.91%, 4.50%, 4.50%, 30.03%, 30.03% and
30.03%, respectively.

As at 1 February 2001, Gold Crown was owned by Mr. Fong and Mr. Yeung as to 79% and 21%,
respectively.

As at 1 February 2001, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and 50%,

respectively.
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On 28 September 2007, Tachyon Limited transferred its 19 shares in Wan Kei
Machinery to Mr. Leung at a consideration of HK$19. Immediately after the above transfer
of shares, the shareholding of Wan Kei Machinery was as follows:

Shareholding

Date Name of Shareholders %
28 September 2007 Chung Hang 57%
Gold Crown 249%

Mr. Leung 19%

100%

Notes:

1. As at 28 September 2007, Chung Hang was owned by Mr. WS Lau, Ms. So, Ms. Wong Po Lin, Mr.
CS Lau, Mr. CH Lau and Mr. Ian Lau as to approximately 16.67%, 16.67%, 16.67%, 16.67%,
16.67% and 16.67%, respectively.

2. As at 28 September 2007, Gold Crown was owned by Mr. Fong and Mr. Yeung as to 79% and 21%,
respectively.

3. As at 28 September 2007, Tachyon Limited was owned by Mr. Leung and his wife as to 50% and
50%, respectively.

On 20 November 2014, Wan Wai acquired the entire issued share capital of Wan Kei
Machinery from Chung Hang, Gold Crown and Mr. Leung at a nominal consideration of
HK$57, HK$24 and HK$19, respectively. The consideration is determined with reference to
the issued share capital of Wan Kei Machinery and was fully settled on 28 November 2014.
Immediately after the above acquisition of shares, Wan Kei Machinery became a
wholly-owned subsidiary of Wan Wai.

Wan Kei (Macau)

Wan Kei (Macau) is our operating subsidiary which engages in foundation works in
Macau. Wan Kei (Macau) is a company incorporated in Macau on 10 December 2004 as a
limited liability company by Mr. CH Lau and Mr. Fong. On 10 December 2004, Wan Kei
(Macau) allotted and issued 1 and 1 shares to Mr. CH Lau and Mr. Fong at a consideration
of MOP$14,000 and MOP$14,000, respectively. Immediately after the above allotment and
issue of shares, the shareholding of Wan Kei (Macau) was as follows:

Shareholding

Date Name of Shareholders %
10 December 2004 Mr. CH Lau 50%
Mr. Fong 50%

100%
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On 5 December 2014, Wan Kei Engineering acquired 1 and 1 shares in Wan Kei
(Macau) (in aggregate representing then entire issued share capital of Wan Kei (Macau))
from Mr. CH Lau and Mr. Fong at the consideration of HK$4,053,214 (equivalent to
approximately MOP$4,174,810) and HKS$4,053,214 (equivalent to approximately
MOP$4,174,810), respectively. The consideration of the aforesaid acquisition is based on the
valuation of Wan Kei (Macau) at HK$8,106,428 as at 31 October 2014 by an independent
valuer.

As advised by our Macau legal advisers, the above acquisition of Wan Kei (Macau)
was legally completed on 5 December 2014. The consideration for the acquisition had been
fully settled on 5 December 2014. Immediately after the above acquisition of shares, Wan
Kei (Macau) became the wholly-owned subsidiary of Wan Kei Engineering.

CONCERT PARTY DEED

On 3 December 2014, Chung Hang, Gold Crown and our Controlling Shareholders
executed the Concert Party Deed, pursuant to which, (i) each of Chung Hang, Gold Crown,
Mr. WS Lau, Mr. Leung and Mr. Fong confirmed that, among other things, from 1 April
2011 to 20 November 2014 i.e. the date on which we acquired the entire interests in Chung
Shun, Wan Kei Engineering and Wan Kei Machinery: (a) they had acted in concert and
collectively for all material management affairs and the arrival and/or execution of all
commercial decisions, including but not limited to financial and operational matters, of
Chung Shun, Wan Kei Machinery and Wan Kei Engineering; (b) they had given unanimous
consent, approval or rejection on any other material issues and decisions in relation to the
business of Chung Shun, Wan Kei Machinery and Wan Kei Engineering; (c) they had casted
vote collectively for or against all resolutions in all board and shareholders’ meetings and
discussions of Chung Shun, Wan Kei Machinery and Wan Kei Engineering; and (d) they had
cooperated with each another to obtain and maintain and consolidate control and the
management of Chung Shun, Wan Kei Machinery and Wan Kei Engineering; and (ii) each of
Suntecli, Samwood, Mr. WS Lau, Mr. Leung and Mr. Fong confirmed that, among other
things, in the course of the Reorganisation and until the date of any written termination by
them: (a) they have acted and shall continue to act in concert and collectively for all
material management affairs and the arrival and/or execution of all commercial decisions,
including but not limited to financial and operational matters, of our Group; (b) they have
given and shall continue to give unanimous consent, approval or rejection on any other
material issues and decisions in relation to the business of our Group; (c) they have casted
and shall continue to cast unanimous vote collectively for or against all resolutions in all
board and shareholders’ meetings and discussions of our Group; and (d) they have
cooperated and shall continue to cooperate with each another to obtain and maintain and
consolidate control and the management of our Group.

Accordingly, Suntecli, Samwood, Mr. WS Lau, Mr. Fong and Mr. Leung will together
be entitled to exercise and control approximately [REDACTED] of our entire issued share
capital immediately upon completion of the [REDACTED] (without taking into account any
Shares which may be allotted and issued pursuant to the exercise of the options that may be
granted under the Share Option Scheme).
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REORGANISATION

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

(A) Wan Kei Engineering

Mr. Leung Chung Hang Gold Crown
(Note) (Note) (Note)
19% 57% 24%
Wan Kei
Engineering
(incorporated in HK)

(B) Chung Shun

Mr. Leung Wan Kei Chung Hang Ms. Yeung
(Note) Machinery (Note)
22.5% 50% 22.5% 5%
Chung Shun
(incorporated in HK)
(C) Wan Kei Machinery
Mr. Leung Chung Hang Gold Crown
(Note) (Note) (Note)
19% 57% 24%

Wan Kei

Machinery
(incorporated in HK)
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(D) Wan Kei (Macau)

Mr. CH Lau Mr. Fong

50% 50%

Wan Kei (Macau)

(incorporated in Macau)

Note: Chung Hang, Gold Crown, Mr. WS Lau, Mr. Leung and Mr. Fong were parties acting in concert
(having the meaning as ascribed thereto in the Takeovers Code) pursuant to the Concert Party Deed.

The Reorganisation which was effected in preparation for the [REDACTED], whereby
our Company became the holding company of our Group, included the following major

steps:

(I) Incorporation of Suntecli, Samwood, Wan Wai, and our Company

@)

(i1)

(iii)

(iv)

Suntecli was incorporated in the BVI on 19 September 2014. On 25
September 2014, 17,600, 200, 200, 200, 200 and 200 shares of Suntecli were
issued and allotted to Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr. CS Lau,
Mr. CH Lau and Mr. lan Lau, which represent approximately 94.65%,
1.07%, 1.07%, 1.07%, 1.07% and 1.07% of the issued share capital of
Suntecli, respectively.

Samwood was incorporated in the BVI on 3 July 2014. On 25 September
2014, 79 and 21 shares of Samwood were issued and allotted to Mr. Fong
and Mr. Yeung, which represent 79% and 21% of the issued share capital of
Samwood, respectively.

Wan Wai was incorporated on 30 September 2014 in the BVI. On 30
September 2014, 5,682, 2,364, 1,939 and 15 shares of Wan Wai were issued
and allotted to Suntecli, Samwood, Mr. Leung and Ms. Yeung, which
represent 56.82%, 23.64 %, 19.39% and 0.15% of the issued share capital of
Wan Wai, respectively.

Our Company was incorporated in the Cayman Islands on 7 October 2014.
One nil-paid Share was allotted and issued to the subscriber to the
memorandum and articles of association of our Company, which was later
transferred to Suntecli on 7 October 2014. On 5 November 2014, 5,681,
2,364, 1,939 and 15 nil-paid Shares were allotted and issued to Suntecli,
Samwood, Mr. Leung and Ms. Yeung, which represent 56.82%, 23.64%,
19.39% and 0.15% of the issued share capital of our Company, respectively.
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(IT) Acquisition of the Operating Subsidiaries

(i) On 20 November 2014, Wan Wai acquired 57, 24 and 19 shares in Wan Kei
Machinery from Chung Hang, Gold Crown and Mr. Leung at the nominal
consideration of HKS$57, HK$24 and HKS$19, respectively. After the
aforesaid acquisition of share, Wan Kei Machinery became a wholly-owned
subsidiary of Wan Wai.

(i1) On 20 November 2014, Wan Wai acquired 157,500, 157,500 and 35,000
shares in Chung Shun from Chung Hang, Mr. Leung and Ms. Yeung at the
nominal consideration of HK$1,575, HK$1,575 and HK$350, respectively.
After the aforesaid acquisition of shares, Chung Shun was directly owned by
Wan Wai as to 50% and indirectly owned by Wan Wai through Wan Kei
Machinery as to 50%.

(iii) On 20 November 2014, Wan Wai acquired 5,700,000, 2,400,000 and
1,900,000 shares in Wan Kei Engineering from Chung Hang, Gold Crown
and Mr. Leung at the nominal consideration of HK$5,700, HK$2,400 and
HK$1,900, respectively. After the aforesaid acquisition of shares, Wan Kei
Engineering became a wholly-owned subsidiary of Wan Wai.

(iv) On 5 December 2014, Wan Kei Engineering acquired 1 and 1 shares in Wan
Kei (Macau) from Mr. CH Lau and Mr. Fong, respectively at the
consideration of HK$4,053,214 (equivalent to approximately
MOP$4,174,810) and HK$4,053,214 (equivalent to approximately
MOP$4,174,810), respectively at the total consideration of HK$8,106,428
(equivalent to approximately MOP$8,349,620). After the aforesaid
acquisition of shares, Wan Kei (Macau) became a wholly-owned subsidiary
of Wan Kei Engineering.

(ITI) Acquisition of Wan Wai by our Company

On 9 May 2015, our Shareholders resolved to increase the authorised share capital
of our Company from HK$380,000 to HK$20,000,000 by creation of an additional
1,962,000,000 Shares, each ranking pari passu with our Shares then in issue in all
respects.

On 9 May 2015, our Company acquired 5,682, 2,364, 1,939 and 15 shares in Wan
Wai from each of Suntecli, Samwood, Mr. Leung and Ms. Yeung, respectively, and as
consideration, the 5,682, 2,364, 1,939 and 15 nil paid Shares held by Suntecli,
Samwood, Mr. Leung and Ms. Yeung were credited as fully paid, respectively and
[REDACTED], [REDACTED], [REDACTED] and [REDACTED] new Shares were
issued and allotted to Suntecli, Samwood, Mr. Leung and Ms. Yeung, all credited as
fully paid, respectively. Upon completion of the share transfer, our Company held the
entire issued share capital of Wan Wai and became a wholly-owned subsidiary of our
Company.
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As a result of the Reorganisation, our Company became the holding company of
our Group comprising Wan Wai, Wan Kei Engineering, Chung Shun, Wan Kei
Machinery and Wan Kei (Macau). As confirmed by our Directors, there were no
outstanding options, warrants and/or convertibles in respect of each member of our
Group as at the Latest Practicable Date.

The following diagram sets forth our corporate and shareholding structure immediately

following completion of the Reorganisation.

Suntecli Samwood Mr. Leun
(incorporated in BVI) (incorporated in BVI) N [ zu&% Ms. Yeung
(Notes 1&4) (Notes 2&4) (Notes 3&4)
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
100%
Our Company

(incorporated in Cayman Islands)

100%
Wan Wai
(incorporated in BVI)
100% 100%
Wan Kei Wan Kei
Machinery Engineering
(incorporated in HK) (incorporated in HK)
0, 0,
50% | ‘ 50% 100%
Chung Shun Wan Kei (Macau)
(incorporated in HK) (incorporated in Macau)
Notes:

Suntecli is an investment holding company owned by Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr. CS Lau,
Mr. CH Lau and Mr. lan Lau as to approximately [REDACTED]%, [REDACTED]%, [REDACTED]%,
[REDACTED]%, [REDACTED]% and [REDACTED]%, respectively. Ms. Wong Po Lin, Ms. So, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau are family members of Mr. WS Lau. Mr. WS Lau is our Chairman, an
executive Director and the chairman of our nomination committee. Mr. CH Lau is our vice Chairman, an
executive Director and a member of our remuneration committee. Mr. CS Lau is an executive Director. Ms.
So, Ms. Wong Po Lin and Mr. Ian Lau do not participate in the daily operation of our Group.

Samwood is an investment holding company owned by Mr. Fong and Mr. Yeung as to [REDACTED] and
[REDACTED], respectively. Mr. Fong is our chief executive officer and an executive Director.

Mr. Leung is an executive Director.
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Suntecli, Samwood, Mr. WS Lau, Mr. Leung and Mr. Fong have been parties acting in concert (having the
meaning as ascribed thereto in the Takeovers Code) in the course of the Reorganisation and will continue to
be parties acting in concert (having the meaning as ascribed thereto in the Takeovers Code) until such
arrangement is terminated in writing by them pursuant to the Concert Party Deed.

The following diagram sets forth our corporate and shareholding structure immediately

following completion of the [REDACTED] (assuming that any option granted under the
Share Option Scheme is not exercised).

Notes:

Suntecli Samwood
(incorporated in BVI) || (incorporated in BVI) dl\\;[ort:;?(;l% ) Ms. Yeung Public
(Notes 1&4) (Notes 2&4)
[REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
100%
Our Company
(incorporated in Cayman Islands)
‘ 100%
Wan Wai
(incorporated in BVI)
100% 100%
Wan Kei Machinery Wan Kei Engineering
(incorporated in HK) (incorporated in HK)
50% 100%
50% .
Wan Kei (Macau)
(incorporated in Macau)
Chung Shun
(incorporated in HK)

Suntecli is an investment holding company owned by Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr. CS Lau,
Mr. CH Lau and Mr. lan Lau as to approximately [REDACTED]%, [REDACTED]%, [REDACTED]%,
[REDACTED]%, [REDACTED]% and [REDACTED]%, respectively. Ms. Wong Po Lin, Ms. So, Mr. CS
Lau, Mr. CH Lau and Mr. Ian Lau are family members of Mr. WS Lau. Mr. WS Lau is our Chairman, an
executive Director and the chairman of our nomination committee. Mr. CH Lau is our vice Chairman, an
executive Director and a member of our remuneration committee. Mr. CS Lau is an executive Director. Ms.
So, Ms. Wong Po Lin and Mr. Ian Lau do not participate in the daily operation of our Group.

Samwood is an investment holding company owned by Mr. Fong and Mr. Yeung as to [REDACTED]% and
[REDACTED]%, respectively. Mr. Fong is our chief executive officer and an executive Director.

Mr. Leung is an executive Director.
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4. Suntecli, Samwood, Mr. WS Lau, Mr. Leung and Mr. Fong have been parties acting in concert (having the
meaning as ascribed thereto in the Takeovers Code) in the course of the Reorganisation and will continue to
be parties acting in concert (having the meaning as ascribed thereto in the Takeovers Code) until such
arrangement is terminated in writing by them pursuant to the Concert Party Deed.

* approximate percentage
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BUSINESS OVERVIEW

We are principally engaged in providing: (i) foundation works; and (ii) ground
investigation field works, in Hong Kong. Our foundation works, mainly consisted of the
construction of socketed H-piles, mini piles, soldier piles, pipe piles and king posts, are our
mainstream business and contributed approximately 86.9%, 89.4% and 89.0% of our total
revenue of each of the three years ended 31 March 2015. During the Track Record Period,
save that one project was located in Macau, all our projects were located in Hong Kong.

During the Track Record Period, we provided foundation works through Wan Kei
Engineering and were generally engaged as a subcontractor or sub-subcontractor, and
provided ground investigation field works through Chung Shun and were generally engaged
as a main contractor. We undertake projects in both public and private sectors. During the
Track Record Period and up to the Latest Practicable Date, we completed 87 and 59 projects
of foundation works and ground investigation field works, respectively. As at the Latest
Practicable Date, we had 31 and 16 on-going projects (either in progress or yet to
commence) of foundation works and ground investigation field works, respectively, and the
total outstanding contract sum of the same was approximately HK$417.2 million and
HK$20.3 million, respectively. Approximately HK$366.8 million and HK$50.4 million of
foundation works are expected to be completed before the financial year ending 31 March
2016 and 2017 respectively and all of the ground investigation work is expected to be
completed before the financial year ending 31 March 2016.

According to the Ipsos Report, the revenue of Wan Kei Engineering for the year ended
31 March 2014 represented around 1.9% of the total revenue generated from the whole
foundation industry in Hong Kong in 2014, and ranked second among foundation works
subcontractors in Hong Kong in terms of share of total industry revenue in 2014.

OUR COMPETITIVE STRENGTHS
We believe that our competitive strengths are as follows:
We are an established foundation works subcontractor in Hong Kong

We have been providing foundation works and ground investigation field works for
over ten years. According to the Ipsos Report, the revenue of Wan Kei Engineering for the
year ended 31 March 2014 represented around 1.9% of the total revenue generated from the
whole foundation industry in Hong Kong in 2014, and ranked second among foundation
works subcontractors in Hong Kong in terms of share of total industry revenue in 2014.
Further, in 2012, we were recognised by the Development Bureau and Construction Industry
Council as a model subcontractor in the Considerate Contractors Site Award Scheme 2011.
During the Track Record Period and up to the Latest Practicable Date, we completed 87 and
59 projects of foundation works and ground investigation field works, respectively. As at the
Latest Practicable Date, we had 31 and 16 on-going projects (either in progress or yet to
commence) of foundation works and ground investigation field works, respectively. For
details of our projects, please refer to the paragraph headed “Business — Business Model and
Our Operation — Our projects” in this document. In view of our long operating history,
reputation and proven track record, our Directors consider that we are an established
foundation works subcontractor in Hong Kong.
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We provide wide range of high quality foundation works

We attribute the strength of our operations in part to our wide range of service
portfolio and in part to our service quality. The foundation works that we provided during
the Track Record Period mainly consisted of the construction of socketed H-piles, mini
piles, soldier piles, pipe piles and king posts. With our broad and high quality service
portfolio, we are capable of providing foundation works of various scale for our customers.
We have also provided ground investigation field works during the Track Record Period.
Each type of our services caters to a different project need, aiming to cover various
segments of the foundation industry. In recognition of our quality control system, we have
obtained various awards and certifications. Our quality management system, environmental
management system, and occupational health and safety management system, for design,
supply and installation of rock-socketed steel H-pile in prebored hole and minipile works,
have been assessed and certified as meeting the requirements of ISO 9001:2008, ISO
14001:2004 and OHSAS 18001:2007, respectively. For further information, please refer to
the paragraph headed “Business - Awards, Certifications and Corporate Social
Responsibilities” in this document. Our Directors believe that our advanced foundation
know-how and strict quality control allow us to meet the diversified requirements of our
customers and maintain our clientele base.

We have established foundation works capacity

We consider our foundation works capacity to be a vital element of our continuous
business growth, and in particular, our competence in providing high quality foundation
works in order to meet the requirements of our customers and to respond to evolving market
demands. With an aim to strengthen our market position in the foundation industry in Hong
Kong, we have been enhancing our service capacity by expanding and maintaining our
workforce and our fleet of specialised machinery and equipment. As at 31 March 2015, our
fleet of machinery and equipment mainly comprised 42 sets of drilling rigs, 50 sets of air
compressors, 5 sets of crawler cranes, and other equipment such as automatic grouting
stations. For details, please refer to the paragraph headed “Business — Our Suppliers —
Machinery and Equipment” in this document. We also place emphasis on maintaining a
regular workforce to ensure smooth and timely execution of our projects. As at 31 March
2015, for both foundation works and ground investigation field works, we had 108 site
workers who possess the relevant skills to handle the operation of machinery and equipment
at work sites. For details, please refer to the paragraph headed “Business — Our Employees”
in this document.

According to the Ipsos Report, large amount of capital are needed to invest in owning
and operating specialised machinery used for foundation works. Such significant amounts of
machinery investment would discourage new foundation works contractors from entering the
industry. As such, we believe that our established foundation works capacity have given and
will continue to give us a competitive advantage over any new joiners of the foundation
industry as well as existing competitors who have a smaller scale of foundation works
capacity compared to us. Our Directors also confirmed that our established fleet of
specialised machinery and equipment has reduced our reliance on other lessors of machinery
and equipment. Further, having a regular workforce and an established fleet of specialised
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machinery and equipment enables us to cater to projects of various scale and to have a
better coordination in our deployment of labour and machinery in different projects, which
in turn increases our efficiency and ability to handle multiple projects simultaneously.

We have long-term relationships with our top five customers and suppliers

As a result of our leading position in the foundation industry and established capacity,
we have established long-term relationships with our top five customers during the Track
Record Period who are primarily main contractors in the construction industry in Hong
Kong. This allows us to gain market intelligence and understand the unique needs of
customers for foundation works. As at the Latest Practicable Date, we had been working
with our top five customers for a period ranging from 3 to 20 years. According to the Ipsos
Report, quality foundation works are essential to main contractors as substandard foundation
works could pose threat to the safety of any structure. Main contractors also place emphasis
on timely completion of foundation works by the subcontractors because any delays in
foundation works could lead to significant delays in other parts of the construction works,
thereby resulting in potential claims and financial losses. Therefore, our Directors believe
that main contractors generally give priority to foundation works subcontractors with whom
they are familiar and who have a proven track record in providing quality foundation works
in a timely manner. We are of the view that our long-term relationships with top five
customers are our competitive advantages that cannot be easily replicated by other
foundation works subcontractors, which has enabled us, and will continue to enable us, to
differentiate ourselves from other subcontractors in the industry.

We have also established a long-term and stable working relationship with our network
of suppliers. Our top five suppliers during the Track Record Period mainly consisted of
sub-subcontractors of foundation works, lessors of machinery, and local distributors of diesel
fuel, steel and cement. As at the Latest Practicable Date, our top five suppliers had been
working with us for a period ranging from 5 to 18 years. We believe our established
relationships with our top five suppliers have been and will continue to be our valuable
assets enabling us to take up projects of various scale and service type, and fulfil our
customers’ requirements. This could also ensure stable and timely delivery of materials or
services from our top five suppliers, which in turn minimises potential material disruption to
our foundation works.

We have an experienced and dedicated management team

We have an experienced and dedicated management team with extensive operational
expertise and in-depth understanding of the foundation industry in Hong Kong, and this in
turn allowed us to anticipate market trends when formulating our positioning and
development strategies. Our executive Directors comprise a group of highly experienced
individuals in the foundation industry, which has an average industry experience of greater
than 28 years. Most integral to the success of our Group is Mr. WS Lau, our Chairman and
executive Director, who has more than 40 years of experience in the foundation industry and
has established close relationships with our customers and suppliers. His experience, coupled
with extensive knowledge of the foundation industry in Hong Kong, enables him to
understand market dynamism and industry practice for foundation works. Mr. CH Lau, our
vice Chairman and executive Director, possesses over 16 years of working experience in the
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foundation industry in Hong Kong. Mr. Fong, our executive Director and chief executive
officer, has extensive experience in various fields of the construction industry, including
surveying and foundation works. They are all dedicated to the foundation industry in Hong
Kong and are committed to providing quality foundation works to customers. Through their
leadership, we have grown through the different economic times for Hong Kong to become
an established foundation works subcontractor in Hong Kong.

Our executive Directors and senior management members are supported by a stable and
dedicated staff force at different levels. For the details of the experience of our senior
management team, please refer to the paragraph headed “Directors, Senior Management and
Staff — Senior Management” in this document. Under the leadership of our management
team, we have built up our foundation capacity, expanded our service types and enhanced
our market presence. The broad know-how and industry knowledge acquired and
accumulated over the years by our management team have and will continue to be beneficial
to our business and prospects.

BUSINESS STRATEGIES

Our objective is to achieve sustainable growth in our business in Hong Kong by
implementing the following business strategy:

To consolidate and expand our foundation works capacity in Hong Kong

Due to the commencement of projects concerning the development of Eastern and
Northern parts of the New Territories, development of Wan Chai, new MTR lines and MTR
extension, the revenue of the foundation works sector of construction industry in Hong Kong
is expected to grow from approximately HK$24.5 billion in 2015 to approximately HK$43.2
billion in 2018, representing a CAGR of approximately 20.8%, according to the Ipsos
Report. As revealed by the Ipsos Report, the Government is launching a series of policies to
increase the housing supply in Hong Kong in the coming years. Further, the average fee of
each foundation works project in Hong Kong had increased from approximately HK$25.5
million in 2009 to approximately HK$34.3 million in 2014, representing a CAGR of
approximately 6.1%. In view of the aforesaid, our Directors are of the view that the demand
for foundation works in Hong Kong will continue to rise in the coming years.

With our established foundation works capacity and proven track record of high quality
service, we believe that we are well positioned to expand our market share and maintain our
leading status in the foundation industry in Hong Kong. We currently plan to expand our
scale by continuing to maintain and enhance our workforce and our fleet of machinery and
equipment. Our Directors consider that a team of skilled workforce with appropriate
knowledge and experience in undertaking various types of operational works are critical to
our continuing success. In this regard, we plan to recruit additional staff, including two
foremen, two machinery operators, seven skilled labour, two welders and two safety assistant
officers, and plan to hire service of a safety consultant, in the next four years. In this regard,
we plan to spend a total of approximately HK$[REDACTED] of our proceeds from the
[REDACTED] within four years after the [REDACTED].
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We also plan to acquire additional machinery and equipment so as to replace some of
the aged machinery and enhance our Group’s foundation capacity. Such machinery and
equipment include but not limited to three sets of large drilling rigs, three sets of small
drilling rigs, seven sets of air compressors and two sets of crawler cranes, respectively from
time to time in the next four years. In addition, we intend to purchase: (i) one set of
automatic grouting stations to reduce the manpower required for cement mixing; and (ii) two
sets of crane lorries and one set of vibro hammer so as to avoid our reliance on suppliers
and reduce our rental expenses in this regard. In this regard, we plan to spend a total of
approximately HK$[REDACTED] of our proceeds from the [REDACTED] within four years
after the [REDACTED].

Our Directors believe that by expanding our scale of operation, we will be able to (i)
undertake foundation works projects of a larger scale; (ii) achieve better coordination in the
deployment of machinery and labour forces in order to optimise our operational efficiency;
and (iii) have additional manpower to further strengthen our quality and work safety
assurance which is of utmost importance to our Group’s competitiveness in the foundation
industry.

For further details in relation to our use of proceeds to implement the plans set out
above, please refer to the section headed “Future Plans and Use of Proceeds” in this
document. As at the Latest Practicable Date, we have not identified any acquisition targets.

BUSINESS MODEL AND OUR OPERATION

The employers of construction projects in Hong Kong can be generally classified into
two segments, namely: (i) the public sector, which refers to the Government department or
statutory bodies in Hong Kong; and (ii) the private sector, which refers to parties other than
the public sector, including but not limited to property developers in Hong Kong. They
normally engage main contractors who will generally be responsible for the administration
and overall supervision of all construction works involved in the construction project. The
main contractors may not carry out all the construction works by themselves and will
usually delegate specific work tasks, such as foundation works, to different subcontractors.
As revealed by the Ipsos Report, it is a common practice of the construction industry in
Hong Kong for main contractors to outsource parts of construction projects to subcontractors
because: (i) the subcontractors can perform the same work for lower costs; (ii) the main
contractor does not have the expertise in certain area; (iii) the main contractor needs to
share project workload due to the large project size and tight deadline; and/or (iv) the main
contractor does not have the registration required to tender for the projects. For details,
please refer to the paragraph headed “Industry Overview — Competitive Analysis of The
Foundation Industry in Hong Kong” in this document. Depending on the internal resources
level, cost effectiveness and level of works complexity, the subcontractors may further
delegate part of the foundation works, or a particular step, such as drilling, welding or
grouting, of the entire or certain portions of the foundation works to their
sub-subcontractors.

Our projects are classified as either in the public sector or private sector by the nature

of the employers of the relevant construction projects that we are involved in. During the
Track Record Period, we undertook projects in both public and private sectors in Hong
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Kong. We provided foundation works through Wan Kei Engineering and were generally
engaged as a subcontractor or sub-subcontractor, and provided ground investigation field
works through Chung Shun and were generally engaged as a main contractor. As such, our
customers of foundation works are generally the main contractors; whereas our customers of
ground investigation field works are generally the employers of construction projects in
Hong Kong.

During the Track Record Period, we obtained projects either by (i) quotation request
directly by our customers; or (ii) public tender. In stating so, during the Track Record
Period, we participated in public tendering for two times only. For these two public tenders
we submitted, we were awarded the master agreement of ground investigation field works
projects GI1 and GI2 with Customer D. Other than these two projects, we obtained all our
projects by quotation request directly by our customers during the Track Record Period. The
following pattern illustrates the work-flow of our typical foundation works project (Note 1):

Receipt of request for quotation to
quotation submission deadline
(from 1 week to 3 weeks)

.

Quotation consideration and/or negotiation
by our customers
(one month)

If quotation is acceptedi l If quotation is refused
Formation of the project Evaluation, review and
management team (within a day) adjustment of strategy in
preparing quotation
(Note 2)
A 4
Deploying our own staff Sub-subcontracting
Construction
commencement Ty vy
Construction . . .
(two months to three years) Procur}ng construction materlals,
machinery parts and diesel fuel
Quality control
Practical
completion T[T
A

Defect liability period
one year or above (Note 3)
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Notes:

1. This work-flow also applies to our typical ground investigation field works project. The stage from
investigation commencement to practical completion generally comprises of taking samples,
laboratory testing and producing ground investigation field works report, which generally lasts for
two to three months.

2. It may last for several days to several months after our quotation is accepted to construction
commencement, depending on the work programme of our customers.

3. Depending on the terms and conditions of the subcontracts, our defect liability will generally be (i) a
specified period of one year or above, after completion of our subcontract works; or (ii) a period
until the expiry of the defect liability period undertaken by our customers as main contractors.

Project quotation

With the support of the Ipsos Report, our Directors considered that our customers will
consider a number of factors, including but not limited to (i) reputation and track records;
(i1) relationship with customers; (iii) flexibility; and (iv) price, to select their contractors (of
any tiers) and invite them to submit quotations for their consideration. For more discussion
about these four factors, please refer to the paragraph headed “Factors of competition” in
our section “Industry Overview” in this document. Further, with the support of the Ipsos
Report, some of our customers will, based on these four factors in general, assess, select and
identify certain contractors to be on their internal approved list of contractors. If there is any
construction project which they need to contract-out the foundation works or any part of the
same, they will only invite the contractors on their internal approved list to submit their
respective quotations for their further selection and consideration.

When our customers approach us and request a quotation for certain foundation works
projects, they normally provide us with, among others, the relevant information for preparing
our quotation, namely the: (i) project background; (ii) site information; (iii) preliminary
geological/ground investigation; (iv) foundation design drawings, materials to be used and
specifications; and (v) work schedule. Our executive Directors will be responsible for
preparing the quotations. Our customers generally require us to prepare and submit our
quotations within a certain period, ranging from 1 week to 3 weeks, after we receive their
requests.

For foundation works projects, there are cases that our customers, in requesting us to
submit quotations to them, have not yet been awarded with the construction project as a
main contractor. To the best knowledge of our Directors, they would request a number of
foundation subcontractors to submit to them preliminary quotations in order to facilitate
their cost assessment to bid for the construction project as a main contractor. After that
being awarded with the construction project as a main contractor, they would further select a
number of subcontractors who have previously submitted to them the preliminary quotations,
and require them to submit detailed quotations for their selection and consideration.

We generally prepare our quotation based on our estimated costs to be incurred for the
project plus a certain mark-up margin. In estimating our project costs, we take into account
various factors, including but not limited to the: (i) foundation design, size and
specifications; (ii) site conditions; (iii) price quotations from our suppliers in relation to
construction materials to be used; (iv) machinery usage; (v) internal human resources; (vi)
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work schedule; (vii) quotation from our lessors of machinery and sub-subcontractors (if
necessary); and (viii) surroundings of the site and neighbourhood. In determining the
mark-up margin, we take into account various factors, including but not limited to the: (i)
uncertainty of the geological conditions; (ii) potential complexity of the works; (iii) risk
factors; (iv) historical construction fee we received for similar projects; (v) prevailing
market construction fee; and (vi) relationship with our customers.

After the commencement of foundation works, the profit margins of our projects may
fluctuate due to uncertainty concerning the geological conditions of different site locations.
The actual geological conditions may deviate from findings in the preliminary geological
investigation provided by our customers, which may result in increased expenses and/or
prolonged work schedules. For example, our foundation works projects F8 and F10 had
encountered the situation of boulder subsoil condition during the drilling process. As to its
impact to our direct costs, please refer to the paragraph headed “Financial Information —
Period to Period Comparison of Results of Operations” in this document. In order to
mitigate such risk, our executive Directors may physically visit the site where the foundation
works would be undertaken. Through their observation and based on their experience and
industry knowledge, they would have a more accurate assessment of the geological
conditions of the relevant sites and make adjustment to the mark-up margin accordingly
during the preparation of the quotation.

Our quotation generally contains a price list which sets out the fee in relation to each
work task to be carried out. For certain work tasks, such as piling, we charge in the form of
fee rate, such as certain price per metre. Since the actual geological conditions may deviate
from findings in the preliminary geological investigation, the specified length of the piles
provided by our customers may need to be adjusted during the construction stage.
Accordingly, the final price of the piles will be calculated according to the agreed fee rate.
Our executive Directors consider that this arrangement could mitigate the risk of uncertainty
concerning the geological conditions.

After we submit our quotation, we will attend interviews with our customers, respond
to our customers’ queries and/or negotiate with our customers about the contract terms,
which are responsible by our executive Directors. They will use their best endeavour to
present our competitive strengths to our customers in order to strive for the profitable
projects against our competitors. For details of the major contract terms with our customers,
please refer to the paragraph headed “Business — Our Customers — Major terms of Our
Contracts” in this document. We keep soft copy of and assign a reference number for every
quotation we submit, irrespective of its results. Such arrangement generally facilitates us to
carry out evaluation, review and adjustment of strategy in preparing future quotation. It
generally takes around one month for our customers to consider our quotations and inform
us whether they would award us with the foundation works project.
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Project implementation
Formation of project management team

Once we are awarded with a foundation works project, we will form a project
management team, which is normally headed by Mr. Fong and Mr. CH Lau who will appoint
a foreman and a supervisor to be the persons-in-charge of the project, who will in turn
report to Mr. Fong and Mr. CH Lau. Depending on the size of the project and the
complexity of the works to be undertaken, our project management team may also include
additional staff.

Our project management team takes charge of the overall management of our
foundation works projects. Its responsibilities generally include: (i) formulation of detailed
works programme; (ii) procurement of construction materials, machinery parts and diesel
fuel; (iii) leasing of machinery; (iv) delegation of work tasks to sub-subcontractors if
necessary; (v) supervision of our work progress and quality; (vi) implementation of our
safety measures; and (vii) participation in project meetings and coordination with our
customers, sub-subcontractors, suppliers, and any other parties engaged by the employers of
the construction projects to assess and review the progress of the projects and to identify
and resolve any problem or issue which may arise during the course of carrying out our
foundation works, if necessary.

Further, our other executive Directors will closely monitor the progress of the project
to ensure that our works performed meet our customer’s requirements, is completed as
scheduled and within the budget as stated in the subcontract, and in compliance with all
applicable statutory requirements, safety, environmental and other related legal or regulatory
requirements.

Our construction materials, machinery, machinery parts and diesel fuel

Most of our foundation works require heavy use of machinery and equipment. Our
major machinery including air compressors, drilling rigs and crawler cranes, and other
equipment such as automatic grouting stations, are mainly manufactured in Japan, Italy,
Sweden, Hong Kong and the PRC. For certain parts of our machinery, which are consumable
and require regular replacement, such as diamond and button bits, we regularly place orders
with our suppliers with reference to our workloads. During the Track Record Period, we rent
machinery and equipment, including air compressors, crawler cranes and backhoes, from our
suppliers. As licensed workmen are also provided by our suppliers to assist us in operating
these machinery, this serves as an additional source of staff for our foundation works
projects.

The construction materials that we purchased generally consist of cement and steel. We
use diesel fuel to operate our machinery at construction sites. Most of our construction
materials and diesel fuel are sourced from our suppliers in Hong Kong. For contracts
undertaken by us as a subcontractor or a sub-subcontractor, if the contract entered into
between us and our customer and/or the main contractor so provides, our customer and/or
the main contractor may be responsible for purchasing and bearing the cost of certain
construction materials, such as steel reinforcement and/or steel H-pile, for us to carry out the
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subcontracted works concerned, which was so happened in foundation works project F9. In
some situations, upon our request, we may purchase diesel fuel and steel from our customers
and/or the main contractors. Such purchase cost of diesel fuel and steel are settled by way
of contra-charge to the account with such customer and/or main contractor, in the sense that
the payments due to us from our customer and/or the main contractor will be settled after
netting off such purchase cost of diesel fuel and steel.

At the outset of our foundation works, we will estimate the amount of construction
materials we need throughout the projects. The quotations submitted by our suppliers to us
generally specify the quantity and price of the construction materials required. The terms
and conditions of our purchase orders vary from project to project, depending on our needs
and relationship with the suppliers. We place orders for diesel fuel and construction
materials from time to time to ensure its level is sufficient at the construction sites to meet
the estimated demand according to the work schedules. In general, the construction materials
and diesel fuel we ordered are delivered by our suppliers to the construction sites directly,
and the delivery generally takes around two to three weeks upon our orders. Under the
normal circumstances, due to the limited space available for storage on-site, we generally do
not keep excess construction materials and diesel fuel.

Sub-subcontracting

Although we have the required skills to carry out our works, we will engage
sub-subcontractors when our executive Directors consider that such sub-subcontracting
arrangements are in the best interests of our Group. Depending on our internal resources
level, cost effectiveness and level of works complexity, we may sub-subcontract part of our
foundation works, or a particular step, such as drilling, welding and/or grouting, of the
entire or certain portions of the foundation works to our sub-subcontractors. We also
engaged subcontractors in our ground investigation field works. For details of our
sub-subcontracting, please refer to the paragraph headed “Business — Our Suppliers —
Sub-subcontracting” in this document.

Progress payment

After being awarded with a foundation works project, we usually do not receive any
sums as prepayment from our customers. In accordance with terms of the subcontracts, we
are generally required to provide our customers with, on a monthly basis, a written
statement of the value of all works properly done under the subcontract, being the progress
payment application. Our customers and/or the employers of the construction projects will
then assess such written statement and certify the amount we are entitled to be paid for the
relevant month. For details of our revenue recognition policy, please refer to the paragraph
headed “Financial Information — Critical Accounting Policies — Revenue recognition” in this
document.

Credit terms granted to our customers vary from contract to contract. The settlement
date is determined with reference to the payment certificate date and usually coincides with
the payment certificate date, which is approximately 30 days upon our submission of
progress payment application. Notwithstanding the above, the settlement date could range
from 30 days to 50 days from the payment application date or 0 days 60 days from the
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certificate date, subject to actual payment certification and the terms and conditions of the
contracts. For discussion of our trade debtors progress billing days during the Track Record
Period, please refer to the paragraph headed “Financial Information — Net Current Assets —
Trade and other receivables” in this document.

As the progress of our work depends on the schedule of the main contractor, there
might be instances where there is no measurable work done for certain months on a
particular project. Under such circumstances, we will only submit our written statement of
the value of all works properly done under the subcontract to our customers until a
measurable amount of work has been done. During the Track Record Period, we did not
make any provision for doubtful debt in respect of trade debtors.

Supplemental or variation orders from our customers

In some projects, our customers may request for certain additional works beyond the
scope set out in our subcontracts. As stated above, the agreed quotation with our customer
generally contains a price list which sets out the fee in relation to each work task to be
carried out, and for certain work tasks, such as piling, we charge in the form of fee rate,
such as certain price per metre. Therefore, if there is a pre-agreed fee rate in the subcontract
for the additional work, such as piling, the additional work is generally priced in that
pre-agreed fee rate. If there is no pre-agreed fee rate, we will provide a quotation to our
customer, the mechanism of which is similar to providing our project quotation.

Depending on the terms and conditions of the subcontracts, the main contractors may
give instructions to vary the subcontract works which we are generally obliged to follow.
Such variation orders could be addition, modification or cancellation of the subcontract
works. The value of the variations, in particular the addition or modification of subcontract
works, is generally ascertained with reference to the rates and prices specified in the
subcontract for analogous work and/or the prevailing market rate, and then the total
subcontract sum of the relevant project is adjusted accordingly. For any subcontract works to
be canceled, the total subcontract sum of that project is to be deducted according to the rates
and prices of such subcontract works as stated in the agreed quotation.

For any variations, some of our customers may issue to us an instruction letter, but
some of our customers may just verbally inform us, all depending on their respective
working culture.

Our Directors consider that the material cancellation of the subcontract works by our
customers during the Track Record Period consisted of six works orders of our ground
investigation field works project GI2 and one foundation works project with Customer F,
which in aggregate amounted to nil, nil and approximately HK$7.3 million for each of the
three years ended 31 March 2015, respectively.

The progress of the additional works under the supplemental and variation orders will
also be reflected in our written statement of the value of all works properly done under the
subcontract of the relevant month, and payment for the works done under the supplemental
and variation orders will be subject to the aforesaid certification process as for pre-agreed
works.
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Payment to our suppliers

Our suppliers include sub-subcontractors of foundation works in Hong Kong, lessors of
machinery and local distributors of diesel fuel, steel and cement.

We generally, on a regular basis, assess the values in respect of the portion of work
completed by our sub-subcontractors. Depending on the subcontract terms with our
customers, in order to ensure due and punctual payments to all labour on the construction
sites, we may be required by our customers to apply the interim payments payable to us to
first discharge the wages payable to our workers for the subcontract works, including both
the employees retained by us and our sub-subcontractors. As such, we may make salary
payment directly to the employees of our sub-subcontractors.

In assessing the progress payment payable to our sub-subcontractors, we will deduct
payments previously made to them in respect of their employees’ salaries from the sums that
they are entitled to for the portion of work completed, if applicable. An interim payment
report will be prepared and agreed with our sub-subcontractors on the assessed outstanding
interim payment including certain breakdown.

Credit terms granted to us by our suppliers vary from contract to contract. Our
suppliers, on average, grant us a credit period of two to three months upon the issue of an
invoice. We generally settle our trade payables within 60 days from the invoice dates.
Notwithstanding the above, we would usually make payments to our suppliers or
sub-subcontractors after we have received payment certificates and settlement from our main
contractors or customers for works we performed. For discussion of our trade creditors’
turnover days during the Track Record Period, please refer to the paragraph headed
“Financial Information — Net Current Assets — Trade and other payables” in this document.
During the Track Record Period, our Directors confirm that there was no default in payment
of trade payables.

Duration of our foundation works projects

Duration of our foundation works projects are affected by a wide range of factors,
including but not limited to: (i) technical complexity; (ii) geological conditions of the work
sites; (iii) input of machines and labour; (iv) expectation of employers of the construction
projects; (v) work programme of the main contractors; and (vi) supplemental and/or
variation orders. In general, we are required to perform our subcontract work according to
the work programme of our customers as the main contractors, which may be revised from
time to time. The expected project duration and completion time may be stated in our
subcontract with our customers. The construction periods, which normally refer to the period
between construction commencement of the foundation works and practical completion
excluding the defect liability period, of most of our foundation works projects during the
Track Record Period varied from around two months to three years. Foundation works
project duration may sometimes be lengthened due to unanticipated weather and geological
conditions of the work sites, exceptional technical complexities and occasional variation
orders from our customers after construction commencement of the foundation works. In
such cases, we will discuss with our customers with an aim to revise our work programme
and/or restate the original estimated project duration. During the Track Record Period, we
had not been penalised by our customers as a result of material delay in project completion.
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Completion and retention monies

In general, we regard a subcontract as practically completed (excluding the defect
liability period) once we completed all the subcontract work thereunder. We will then
remove our machinery and labour from the work sites such that our customer and other
subcontractors can continue with their work according to the construction work programme.
We generally submit our final account together with our application for the last instalment
of progress payment for our customers’ review. Our customers will then consider and agree
on the final account with us. The final account will set out, among others, the final
outstanding balance due to us.

In order to ensure due completion of the entire subcontract work, our customers will
usually be given the right to withhold approximately 5% to 10% of each progress payment
due to us as retention monies. In general, the subcontracts will specify that the total amount
of retention monies shall not exceed approximately 5% of the total sum of the subcontracts.
The retention monies are generally released to us in two instalments but the retention period
could vary. For example, the first half and second half of the retention monies (i.e. each
normally equivalent to around 2.5% of the total sum of the subcontracts) are generally
released within six months and 12 months, respectively, after (i) the completion of our
subcontract work, (ii) the completion of the construction project, or (iii) the completion of
all the rectification works to the full satisfaction of the employer of the construction project
and the main contractor, as the case may be. As at 31 March 2015, our retention receivables
amounted to approximately HK$52.6 million. During the Track Record Period, we did not
make any provision for doubtful debt in respect of retention receivables. As at the Latest
Practicable Date, HK$4.0 million of retention monies recorded as at 31 March 2015 has
been released to us and the expected release dates of the remaining retention monies should
fall between 2015 and 2017.

Similar to the aforesaid arrangement between our customers and us, we generally
withhold approximately 5% to 10% of each of the progress payment due to our
sub-subcontractors as retention monies to guarantee their due completion of the
sub-subcontract works. As at 31 March 2015, our retention payables amounted to
approximately HK$2.0 million.

Defect liability period

In general, our customers require us to provide a defect liability period, during which
we will remain responsible for remedying any defects or imperfections discovered in relation
to our works done. Such remedial actions may range from maintenance to minor repair
works. Our defect liability period will generally be (i) a specified period after completion of
our subcontract work; or (ii) a period until the expiry of the defect liability period of our
customers as the main contractors, depending on the terms and conditions of the
subcontracts. During the Track Record Period and up to the Latest Practicable Date, we did
not receive any material claim from our customers in relation to defects or imperfections
discovered during the defect liability period. Therefore we have not made any provision for
repair and maintenance costs in respect of our defective works during the defect liability
period.
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OUR WORKS

Our foundation works mainly consist of the construction of socketed H-piles, mini
piles, soldier piles, pipe piles and king posts. Our piles are constructed on site by casting
steel piles in pre-bored holes that extend into the bedrock or designed depth. Bored piling
by nature is non-percussive because drilling basically has less vibration. Therefore, it
produces limited disturbance to the neighbourhood.

Steel piles used in bored piling can be generally classified into H-piles (or namely
H-steel beams) and mini piles (or namely bundle of steel rebars). Our piles can be used for
providing lateral support for excavation work, constructing piled foundation and

underpinning.

Apart from foundation works, we also provide ground investigation field works to our
customers.

Foundation works are our mainstream business. In general, the construction of our piles
involves the following steps:

(1) drilling a hole that extends into the bedrock or designed depth, with the removal
of the excavated materials, namely the spoils, from the hole (“drilling and spoils
removal”);

(ii) installing the spliced steel pile in the hole (“installing steel pile”); and

(iii) backfilling the hole with cement grout (“grouting”).

These three steps are demonstrated as follows:

Drilling and spoils removal

Before drilling commences, a drilling rig of
an appropriate capacity is set up immediately
above the drilling point. Drilling is performed
by rotary drill head with compressed air and a
temporary or permanent steel casing. The
functions of the steel casing are two-folded:
(i) to support the borehole; and (ii) to act as a
conduit for the removal of the spoils using
compressed air. Different drill bits are used
depending on the nature of the subsoil.

A “down-the-hole” drill bit is used for
bedrock drilling.

Crawter Crane-

E

Steel Casng |

Down-the-hole Hammsrili /—Dnl\ Bt
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Installing steel pile

For H-piles, steel pile sections are welded on site piece
by piece or section by section to form a single adjoined
steel pile. For mini piles, the bundle of steel rebars are

lengthened by using couplers on site. Once completed,

the spliced steel pile is vertically hoisted down the

drilled shaft by a crawler crane into the bottom of

borehole.

Crawler Crane \ §

Steel Casng |
Steel H-pile or Bundle of Steel Rebars

‘ =
Rockhead Level Rock Socket: l U
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Grouting

The installed steel pile is casted in by
backfilling the shaft cavity with cement grout.
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The following table provides a comparison of the general features pertaining to H-pile

and mini pile:

Pile Construction

Drilling Rig

Diameter
Steel sections

Steel support casing

Method of splicing steel sections

Features

Mini pile

Bundle of steel rebars
are installed in a
pre-bored hole formed
in the bedrock and
grouted with cement to
form a pile.

Compact drilling rig

219 mm to 323 mm
Steel rebars

Permanent casings are
used for the entire
length against soil or
unstable ground
stratum during drilling.
They will be left in
ground after grouting.

Using of coupler

° Support lower
working load

° Convenient to be
used in confined
site with difficult
access, limited
working space,
congested
environment or
low headroom

° Useful for

underpinning
work
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H-pile

Steel H-pile is installed
in a pre-bored hole
formed in bedrock and
grouted with cement to
form a pile.

Larger-sized drilling
rig

610 mm to 800 mm
H-beams

Temporary casings are
used for the entire
length against soil or
unstable ground
stratum. They will be
withdrawn once
grouting is completed.

Welding

° Support higher
working load than
mini pile

° Economical and
effective for
taking load up to
around 6000 kN
per pile
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The construction of our piles is highly specific to the geology of a given site.
According to the experience and knowledge of our executive Directors, the design of pile is
influenced by, including but not limited to, the following factors:

the depth of bedrock;

the nature of subsoil (for example, rocks, cohesive or non-cohesive soil);
environmental considerations (for example, accessibility and space constraints);
speed of work;

loading conditions (for example, compression or tension pile); and

layout of the structure.

The following diagrams illustrate the general structures of H-pile and mini pile:
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H-pile
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Mini pile
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Uses of our piles

Our piles can be used for providing lateral support for excavation work, constructing
piled foundation and underpinning.

Lateral support for excavation work

Soldier pile (using H-pile) and pipe pile (using steel casing) are earth retention
techniques, involving the construction of retaining walls using cast-in-situ steel H-pile or
steel casing. They are often used in deep excavations (such as cofferdam, pile caps and
basement construction). Typically, cast-in-situ steel piles are installed at regular intervals
along the planned excavation perimeter. The scope of soldier pile and pipe pile retaining
walls construction works provided by our Group would also include the construction of a
grout curtain behind such walls.

- 126 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS

The following diagrams illustrate soldier pile and pipe pile:

Soldier pile
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Pipe pile
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Piled foundation

As our socketed H-pile and mini pile can provide good support for vertical loads from
superstructures and resistance to lateral wind loads, they are often used for constructing
piled foundation for high-rise buildings.

Underpinning

Our socketed mini piles can be used for underpinning for bridges, highway, over pass
or unstable structures by providing vertical and lateral loads resistance, it is particularly
suitable in certain restrained conditions such as limited space or low headroom conditions.

Ground investigation field works

For new construction works, the objectives of ground investigation are to obtain
reliable information to produce an economic and safe design and to meet tender and
construction requirements. In Hong Kong, because of intense urban development, it is often
necessary to investigate the effects of new works on the safety of existing features and
works. In general, ground investigation field works are carried out by taking samples of soil
and/or rock from various spots and at various depths on the site. Laboratory testing will be
carried out by our subcontractors against the samples collected and a ground investigation
report will be produced.

Our projects

During the Track Record Period and up to the Latest Practicable Date, we completed
87 and 59 projects of foundation works and ground investigation field works, respectively.

As at the Latest Practicable Date, we had 31 and 16 on-going projects (either in
progress or yet to commence) of foundation works and ground investigation field works,
respectively, and the total outstanding contract sum of the same was approximately
HK$417.2 million and HK$20.3 million, respectively. Approximately HK$366.8 million and
HK$50.4 million of foundation works are expected to be completed before the financial year
ending 31 March 2016 and 2017 respectively and all of the ground investigation work is
expected to be completed before the financial year ending 31 March 2016.
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The following table summarises our foundation works projects with recognised revenue
of more than HK$13 million “°* ” to us for the year ended 31 March 2013 in descending

order:
Rank
1 F4
2 F2
3 F1
4 F3
S F5

Project

Type of customer
and project nature

Customer B, being
the contractor for
the foundation
works of a private
residential
development project

Customer C, being
the contractor for
the foundation
works of a private
residential
development project

Customer G, being
the contractor for
the foundation
works of a MTR
development project

Customer F, being
the contractor for
the foundation
works of a private
residential
development project

Customer A, being
the contractor for
the foundation
works of a MTR
development project

Our principal
scope of works

Socketed H-pile
(pre-boring
works only)

Soldier pile, pipe
pile and socketed
H-pile

Socketed H-pile,
mini pile and
pipe pile

Pipe pile

Socketed H-pile
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Amount of
revenue
recognised
for the year
ended

31 March
2013
HK$°000

49,466

31,115

24,347

20,474

14,876

% of our
total revenue
for the year
ended

31 March
2013

19.4%

12.2%

9.5%

8.0%

5.8%
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The following table summarises our foundation works projects with recognised revenue
of more than HK$13 million ¥ ” to us for the year ended 31 March 2014 in descending
order:

Amount of
revenue % of our
recognised  total revenue
for the year for the year

ended ended

Type of customer Our principal 31 March 31 March

Rank Project  and project nature scope of works 2014 2014
HK$°000

1 F5 As above As above 119,319 36.7%
2 F4 As above As above 64,843 19.9%
3 F7 Customer C, being Socketed H-pile 26,141 8.0%

the contractor for

the foundation

works of a private

residential

development

projects
4 F6 Customer E, being Mini pile and 18,575 5.7%

the contractor for socketed H-pile

the foundation
works of a public
residential
development project
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The following table summarises our foundation works projects with recognised revenue
of more than HK$13 million “°* ” to us for the year ended 31 March 2015 in descending

order:
Rank
1 F9
2 F5
3 F8
4 F12
5 F13

Project

Type of customer
and project nature

Customer G, being
the contractor for
the foundation
works of a MTR
development project

As above

Customer J, being
the contractor for
the foundation
works of a private
comprehensive
development project

Customer H, being
the contractor for
the foundation
works of a public
rental housing
development project

Customer C, being
the contractor for
the foundation
works of a
commercial building
development project

Our principal
scope of works

Pipe pile wall,
pumping test,
grout curtain

As above

Socketed H-pile
and king post

Pipe pile

Solider pile, king
post, mini pile,
grouting and
pumping text
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Amount of
revenue
recognised
for the year
ended

31 March
2015
HK$°000

57,102

51,729

42,249

33,839

27,192

% of our
total revenue
for the year
ended

31 March
2015

14.0%

12.7%

10.4%

8.3%

6.7%
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Amount of
revenue % of our
recognised  total revenue
for the year for the year
ended ended
Type of customer Our principal 31 March 31 March
Rank Project  and project nature scope of works 2015 2015
HK$’000
6 F11 Contractor for the Socketed H-pile 23,554 5.8%
foundation works of
a public
infrastructure
development project
7 F10 Customer C, being Pipe pile, soldier 15,294 3.7%
the contractor for pile, mini pile
the foundation and socketed
works of a private H-pile
residential
development project
Note:
1. The HK$13 million threshold has been set so that the aggregate revenue of significant projects for

each of the three years ended 31 March 2015 constitutes not less than 50% of our total revenue for
each year. Aggregate revenue from foundation works projects with recognised revenue of not less
than HK$13 million for each of the three years ended 31 March 2015, represented approximately
55.0%, 70.3% and 61.5%, respectively of our total revenue. Please refer to “Financial Information —
Gross Profit” section for a summary of the gross profit margins for foundation works projects with
recognised revenue of not less than HK$13 million and those less than HK$13 million.

The following table summarises our ground investigation field works projects with
recognised revenue of more than HK$5 million to us for the year ended 31 March 2013 in

descending order:

Rank

Amount of

revenue

Project

Type of customer and
project nature

Customer D’s term contract
for ground investigation
field works from 2011 to
2013
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recognised for
the year ended
31 March 2013

HK$’000

27,307

% of our total

revenue for
the year ended
31 March 2013

10.7%
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The following table summarises our ground investigation field works projects with
recognised revenue of more than HK$5 million to us for the year ended 31 March 2014 in
descending order:

Amount of

revenue % of our total

recognised for revenue for

Type of customer and the year ended the year ended

Rank Project project nature 31 March 2014 31 March 2014
HK$’000

1 GI1 As above 20,957 6.4%

2 GI2 Customer D’s term contract 7,842 2.4%

for ground investigation
field works from 2013 to
2015

The following table summarises our ground investigation field works projects with the
recognised revenue of more than HK$5 million to us for the year ended 31 March 2015 in
descending order:

Amount of

revenue % of our total

recognised for revenue for

Type of customer and the year ended the year ended

Rank Project project nature 31 March 2015 31 March 2015
HK$’000

1 GI2 As above 25,135 6.2%
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As at the Latest Practicable Date, we had 31 and 16 on-going projects (either in
progress or yet to commence) of foundation works and ground investigation field works,
respectively, details of which are set out in descending order by contract sum as follows:

For foundation works

Rank

Type of customer
and project
nature

FS

Customer C,
being the
contractor for the
foundation works
of a public resort
development
project

F9

Customer B,
being the
contractor for the
foundation works
of a public rental
housing
development
project

F12

Customer C,
being the
contractor for the
foundation works
of a commercial
building
development
project

Our principal Expected

scope of completion

works date

As above December
2015

Pipe pile, May 2016

grouting

curtain, king
post, pumping

test and

socketed

H-pile

As above April 2016
Pipe pile, December
grouting 2015

curtain and
pumping test

As above August
2015
Soldier pile, December

king post, mini 2015
pile, grouting

and pumping

test
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Accumulated
revenue Outstanding
recognised contract

as at the sum as at

Latest  the Latest

Contract Practicable Practicable
(Note 1) (Note 2)

sum Date Date
(HK$’000)  (HK$°000) (HK$’000)

248,686 193,896 54,790
124,665 12,775 111,890
98,039 71,697 20,342
43,826 4,243 39,583
43,167 33,839 9,328
37,922 27,920 10,002
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Rank

10

11

12

Type of customer Our principal

and project
nature

Fl11

F6

Customer C,
being the
contractor for the
foundation works
of a private
residential
development
project

Customer C,
being the
contractor for the
foundation works
of a private
residential
development
project

Contractor for the
foundation works
of a public
facility
development
project

Contractor for the
foundation works
of a private
residential
development
project

scope of
works

As above

As above

Socketed
H-pile

Soldier pile
works

Mini pile, pipe
pile

Pipe pile, king
post and
grouting

Accumulated

revenue

recognised

as at the

Expected Latest

completion Contract Practicable

date sum’""" Date

(HK$’000)  (HK$’000)

August 37,826 27,132
2015

August 33,147 28,321
2015

August 25,200 -
2016

March 2016 22,658 -

May 2016 20,715 -

January 16,168 -
2016
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Outstanding
contract
sum as at
the Latest
Practicable

(Note 2)

Date
(HK$’000)

10,694

4,826

25,200

22,658

20,715

16,168
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Rank

13

14

15

16

17

Type of customer
and project
nature

Contractor for the
foundation works
of a private
residential
development
project

Contractor for the
foundation works
of a public utility
development
project

Contractor for the
foundation works
of a public utility
development
project

Customer C,
being the
contractor for the
foundation works
of a private
residential
development
project

Customer B,
Contractor for the
foundation works
of a private
residential
development
project

Our principal Expected

scope of
works

King post,
socketed
H-pile and
pipe pile

Mini pile

Mini pile

Soldier pile
works

Socketed
H-pile, pipe
pile, pumping
test and king
post

completion
date

January
2016

April 2016

December

2015

August
2015

November
2015
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Accumulated

revenue

recognised

as at the

Latest

Cont(rvaclt) Practicable

sum Date
(HK$’000)  (HK$’000)

15,267 -
14,126 2,759
11,977 1,486
11,172 10,024
10,606 4,785

Outstanding
contract
sum as at
the Latest
Practicable

(Note 2)

Date
(HK$’000)

15,267

11,367

10,491

1,148

5,821
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Rank

18

19

20

21

22

Type of customer
and project
nature

Contractor for the
foundation works
of a MTR
development
project

Contractor for the
foundation works
of a MTR
development
project

Contractor for the
foundation works
of a public
facility
development
project

Customer H,
being the
contractor for the
foundation works
of a public
housing
development
project

Contractor for the
foundation works
of a public leisure
and cultural
development
project

Our principal Expected

scope of
works

Socketed

H-pile

Other
foundation

completion
date

August
2015

September
2015

works projects

Socketed
H-pile

Pipe pile

Pipe pile and
grout curtain

August
2015

December
2015

September
2015
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Accumulated

revenue

recognised

as at the

Latest

Cont(rvaclt) Practicable

sum Date
(HK$’000)  (HK$’000)

10,136 8,834
8,970 7,794
7,347 6,586
5,509 4,806
5,455 3,379

Outstanding
contract
sum as at
the Latest
Practicable

(Note 2)

Date
(HK$’000)

1,302

1,176

761

703

2,076
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Rank

23

24

25

26

27

Type of customer
and project
nature

Customer L,
being the
contractor for the
foundation works
of a private
residential
development
project

Customer L,
being the
contractor for the
foundation works
of a private
residential
development
project

Contractor for the
foundation works
of a public
hospital
redevelopment
project

Contractor for the
foundation works
of a private
residential
development
project

Contractor for the
foundation works
of a private
residential
development
project

Our principal
scope of
works

Pre-bored for
sheet pile

Pipe pile,
grout curtain
and pumping
test

Mini pile and
pipe pile wall

Socketed
H-pile

Solider pile

Expected
completion
date

October
2015

February
2016

December
2015

August
2015

January
2016
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Accumulated

revenue

recognised

as at the

Latest

Contract Practicable
sum’ " Date
(HK$’000)  (HK$’000)
5,340 449
5,112 -
4,382 -
3,301 2,197
3,132 -

Outstanding
contract
sum as at
the Latest
Practicable

(Note 2)

Date
(HK$’000)

4,891

5,112

4,382

1,104

3,132
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Accumulated
revenue Outstanding
recognised contract
as at the  sum as at
Type of customer Our principal Expected Latest  the Latest
and project scope of completion Contract Practicable Practicable
Rank  nature works date sum”"" Date Date”"”
(HK$°000)  (HK$’000) (HK$’000)
28 Contractor for the Pipe pile September 1,460 1,121 339
foundation works 2015
of a private
residential
development
project
29 Contractor for the Pipe pile December 1,433 - 1,433
foundation works 2015
of a public
residential
development
project
30 Customer F, Pipe pile August 660 491 169
Contractor for the 2015
foundation works
of a private
residential
development
project
31 Customer E, Pipe pile August 338 - 338
Contractor for the 2015
foundation works
of a private
residential
development
project
Total: 877,742 460,534 417,208
Notes:
1. The contract sum is based on the initial tender or quotation between our customer and us.
2. Outstanding contract sum as at the Latest Practicable Date = contract sum — accumulated revenue

recognised as at the Latest Practicable Date.
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For ground investigation field works

Rank

10

Type of customer
and project nature

GI2

Association of
cemeteries for a
development project

Developer for a
private residential
development project

Developer for a
public development
project

Airport development
project

Developer for a
private residential
development project

Developer for a
private residential
development project

Public transportation
facility development
project

Developer for a
private residential
development project

Public utility facility
development project

Expected
completion
date

November 2015

August 2015

August 2015

August 2015

August 2015

September 2015

August 2015

August 2015

August 2015

August 2015
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Contract
(Note 1)

sum
(HKS$000)

44 889

3,867

2,322

1,883

1,746

1,513

1,387

1,343

803

750

Accumulated
revenue
recognised

as at the
Latest
Practicable
Date
(HK$’000)

35,399

2,307

2,141

1,395

1,102

Outstanding
contract
sum as at
the Latest
Practicable

(Note 2)

Date
(HK$’000)

9,490

1,560

181

488

1,746

1,513

285

1,343

803

750
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Accumulated
revenue  Outstanding
recognised contract
as at the sum as at
Expected Latest the Latest
Type of customer completion Contract Practicable Practicable
Rank and project nature date sum”"" Date Date”"”
(HK$°000) (HK$°000) (HK$°000)
11 Youth association for ~ November 2015 520 - 520
a recreation centre
development project
12 Government August 2015 453 - 453
department
13 Public hospital for a  August 2015 330 - 330
development project
14 Developer for a July 2015 322 - 322
private residential
development project
15 Developer for a August 2015 279 - 279
private residential
development project
16 Public hospital September 2015 224 - 224
development project
Total: 62,631 42,344 20,287
Notes:

2.

The contract sum is based on the initial tender or quotation between our customer and us.

Outstanding contract sum as at the Latest Practicable Date = contract sum — accumulated revenue
recognised as at the Latest Practicable Date.

To the best knowledge of our Directors, our customers would most likely request more
than one contractor to submit quotation in order to engage contractors (of any tiers) who can
provide quality service with competitive price. There is no assurance that our customers will
award us projects for every quotation we submit. We must face competitors. For contractor
with similar reputation and track records with us, in the event that it offers a more
competitive price than our tendered price or quotation for the same contract, such contract
may be awarded to them. On the other hand, if we reduce our tendered price or quotation in
order to increase our competitiveness against our competitors, even though the contract is
awarded to us, we may face a downward pressure on our gross profit margin.
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In view of the aforesaid, we adopt a pro-active mode in our projects procurement
strategy. Our executive Directors explore and utilise every opportunity to secure new
projects for our Group. Our Directors confirm that for every invitation to submit quotation
we received during the Track Record Period, whether or not the invitation was from
customer with any business relationship with us, we generally submitted our quotations.

For each of the three years ended 31 March 2015, based on our internal records, we
submitted 342, 374 and 318 quotations for foundation works projects (excluding the
quotations in relation to variation orders and supplemental orders), respectively. Among
these quotations submitted, we were awarded 25, 17 and 20 projects for the same periods,
respectively. As such, the success rates for the same periods were approximately 7.3%, 4.5%
and 6.3%, respectively.

For each of the three years ended 31 March 2015, based on our internal records, we
submitted 50, 44 and 64 quotations for ground investigation field works projects (excluding
the quotations in relation to variation orders and supplemental orders), respectively. Among
these quotations submitted, we were awarded 8, 8 and 26 projects for the same periods,
respectively. As such, the success rates for the same periods were approximately 16.0%,
18.2% and 40.6%, respectively.

Save and except the master agreement of ground investigation field works projects GI1
and GI2 with Customer D, the quotations of which were submitted by public tender, all the
aforesaid quotations were submitted due to direct request by our customers during the Track
Record Period.

Our executive Directors are responsible for preparing the quotations and they generally
spend around 1 to 3 days to complete the quotations. As such, they consider that the cost
attributable to quotation preparation is insignificant to our Group taken as a whole. Our
executive Directors consider that such strategy would facilitate to maintain customers’
relationship and increase our opportunity to work with new customers.
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We undertake projects in both public and private sectors. The following table sets out
the proportion of our projects in both public and private sectors in terms of revenue
recognised during the Track Record Period, revenue recognised after the Track Record
Period and up to the Latest Practicable Date, and outstanding awarded contract sum as at the
Latest Practicable Date:

Revenue

recognised

after the

Track

Record

Revenue Revenue Revenue Period and
recognised recognised recognised up to the
for the year  for the year for the year Latest
ended 31 ended 31 ended 31 Practicable
March 2013  March 2014  March 2015 Date

(HK$ million) (HK$ million) (HKS$ million) (HK$ million)

For foundation works

Public sector 72.2 171.3 218.8 61.8
Private sector 149.4 119.7 144.3 9.5
Total: 221.6 291.0 363.1 71.3
Revenue

recognised

after the

Track

Record

Revenue Revenue Revenue Period and

recognised recognised recognised up to the

for the year  for the year for the year Latest

ended 31 ended 31 ended 31 Practicable

March 2013  March 2014  March 2015 Date

(HK$ million) (HKS$ million) (HKS$ million) (HK$ million)

For ground investigation
field works

Public sector 28.3 29.6 37.3 4.9
Private sector 5.3 4.9 7.8 1.4
Total: 33.6 34.5 45.1 6.3

~ 144 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS

Pursuant to the table above, for each of the two years ended 31 March 2015, projects
in public sector were the principal sources of revenue for our business of foundation works.
Among the revenue attributable to our foundation works projects in public sector during the
Track Record Period, there were approximately 88.1%, 77.3% and 60.7% of our revenue
attributable to MTR development projects for the same periods (including but not limited to,
foundation works projects FI, F5 and F9), respectively. The increase of revenue in public
foundation works from approximately HK$72.2 million in 2013 to approximately HK$171.3
million in 2014 was mainly attributable to the MTR development project F5, the revenue of
which was increased from approximately HK$14,876,000 for the year ended 31 March 2013
to approximately HK$119,319,000 for the year ended 31 March 2014. As to our business of
ground investigation field works, projects in public sector were the principal sources of
revenue during the Track Record Period which was attributable to ground investigation field
works projects GI1 and GI2. Upon expiry of ground investigation field works project GI1 in
November 2013, we entered into ground investigation field works project GI2, which will
expire in November 2015.

Our project cycle ranges from two months to three years (excluding the defect liability
period). As to seasonality, our Directors consider that the work progress of our projects
would generally be affected during the rainy and typhoon seasons in Hong Kong in around
June, July and August of the year while there is no seasonal fluctuation in receiving tenders
or requests for quotations from our customers.

Project in Macau

During the Track Record Period, we had one project located in Macau, which was a
hotel development project in Macau. Wan Kei (Macau) was the party executing the relevant
contract and acted as a subcontractor. Wan Kei (Macau)’s customer, being the contractor of
such project, and Customer F were fellow subsidiaries wholly-owned by a listed company in
Hong Kong.

The workers went from Hong Kong to Macau to carry out such project. The machinery
and equipment used in such project located in Macau were leased by Wan Kei Machinery to
Wan Kei (Macau). The machinery and equipment were delivered from Hong Kong to Macau.
Cement and diesel fuel used in such project were procured in Macau locally by Wan Kei
(Macau). Steel used in such project was procured by Wan Kei Engineering in Hong Kong,
and then sold and delivered to Wan Kei (Macau). As advised by our legal advisers as to
Macau law, as long as its main contractor in Macau possesses the required permits and
licenses for the foundation works in Macau, Wan Kei (Macau) does not need to possess any
permits and licenses for its operations as a subcontractor for the foundation works in Macau
except the business registration.

As at the Latest Practicable Date, such project in Macau had already been completed
and we did not have any new project in Macau. As confirmed by our Directors, our Group
has no plan to expand the business in Macau and Wan Kei (Macau) will have new projects
only when our customer engages us as the subcontractor for any new projects in Macau.
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SALES AND MARKETING

During the Track Record Period, our projects were awarded by way of tenders invited
or quotations requested by our customers directly. We generally adopt a flexible pricing
strategy for our foundation works and ground investigation field works. For details, please
refer to the paragraph headed “Business — Business Model and Our Operation” in this
document.

Our Directors consider that our relationship with our customers, expertise, reputation in
the industry and past project references are our valuable assets to secure future projects. Our
executive Directors are generally responsible for maintaining our customers’ relationship,
and keeping abreast of market developments and potential business opportunities.

As to our marketing activities, we display the names and logos of Wan Kei Engineering
in our machinery and equipment deployed at the construction sites, and distribute our
brochures to potential customers. We currently have no plan to carry out other marketing
activities such as mass media advertisement.

Further, our Directors consider that our qualifications including registered specialist
contractor for foundation works and ground investigation field works are public information
and can be inspected in web sites including the Buildings Department, and therefore could
enhance our professional profile in the foundation industry. Moreover, we believe that the
[REDACTED] will be a breakthrough in promoting our Group to the general public, thus
further enhancing our brand and future business development.

OUR CUSTOMERS

For foundation works, our customers are generally main contractors of construction
projects in Hong Kong. For ground investigation field works, our customers are generally
employers of construction projects in Hong Kong.

For each of the three years ended 31 March 2015, our top five customers were
Independent Third Parties, and total revenue attributable to them amounted to approximately
HK$185.4 million, HK$271.3 million and HK$268.0 million, representing approximately
72.7%, 83.3% and 65.8% of our total revenue, respectively. During the same period, total
revenue attributable to our largest customer amounted to approximately HK$54.5 million,
HK$119.3 million and HK$64.3 million, representing approximately 21.4%, 36.7% and
15.8% of our total revenue, respectively. None of our Directors, Shareholders (which to the
knowledge of our Directors owns more than 5% of the issued share capital of our Company)
or their respective close associates had any interest in any of our top five customers during
the Track Record Period.

The following four tables set forth the details of our top five customers during the
Track Record Period:

~ 146 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS

Year ended 31 March 2013

Customer

Customer B

Customer F

Customer C

Customer D
Customer G

Background

Construction contractor;

subsidiary of a public company

listed in Hong Kong
Construction contractor;

subsidiary of a public company

listed in Hong Kong
Construction contractor;

subsidiary of a public company

listed in Hong Kong
Government department
Construction contractor;

subsidiary of a company listed

in Australia

Year ended 31 March 2014

Customer

Customer A

Customer B

Customer C

Customer D
Customer E

Background

Construction contractor; joint
venture of a public company
listed in Hong Kong and a
company listed in South Korea

Construction contractor;

subsidiary of a public company

listed in Hong Kong
Construction contractor;

subsidiary of a public company

listed in Hong Kong
Government department
Construction contractor;

subsidiary of a public company

listed in Hong Kong
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Approximate
% of our
total revenue

21.4%

18.9%

12.2%

10.7%
9.5%

Approximate
% of our
total revenue

36.7%

20.1%

9.9%

8.8%
7.8%

Length of business
relationship with our
Group as at the Latest
Practicable Date

since 2005

since 1996

since 2008

since 1997
since 2011

Length of business
relationship with our
Group as at the Latest
Practicable Date

since 2012

since 2005

since 2008

since 1997
since 2005
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Year ended 31 March 2015
Length of business
Approximate relationship with our
% of our Group as at the Latest
Customer Background total revenue Practicable Date
Customer G Construction contractor; 15.8% since 2011

subsidiary of a
company listed in
Australia
Customer C Construction contractor; 14.1% since 2008
subsidiary of a public
company listed in Hong
Kong
Customer H Construction contractor; 12.8% since 2008
subsidiary of a public
company listed in Hong
Kong
Customer A Construction contractor; 12.7% since 2012
joint venture of a
public company listed
in Hong Kong and a
company listed in
South Korea
Customer J Construction contractor 10.4% since 2013
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Major terms of our contracts

From time to time, we receive requests for quotations and invitations to tender from
our customers. In general, projects are awarded to us on a case-by-case basis and are
non-recurring in nature. Save and except the master agreements of ground investigation field
works projects GI1 and GI2, we did not enter into any other long-term contracts with any of
our customers during the Track Record Period and up to the Latest Practicable Date. The
contracts we entered into with our customers vary from project to project, and were
generally based on the standard forms provided by our customers subject to further
negotiations by the parties on the particular terms therein. The major terms of our contracts
of foundation works and ground investigation field works are similar (except the major
terms of the master agreements of ground investigation field works projects GIl and GI2),
and can be summarised below:

Major contract terms Description

Project information Project information includes a description of the
construction site together with the particular type
of work to be performed and the contract sum.

Bills of quantity Description of the type of work and the
specification of the works together with the party
responsible for that particular type of work (the
quotation document generally stipulates that some
types of works are to be done by the main
contractor i.e. our customer), the quantity and the
unit price.

Contract period The period within which the project has to be
completed depends on a wide range of factors.
For details, please refer to the paragraph headed
“Business — Business Model and Our Operation —
Project implementation - Duration of our
foundation works projects” in this document.

Types and scope of works For foundation works, our services mainly consist
of the construction of socketed H-piles, mini
piles, soldier piles, pipe piles and king posts.
Apart from foundation works, we also provide
ground investigation field works to our customers.
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Terms of payment We generally provide our customers with, on a
monthly basis, a written statement of the value of
all works properly done under the contract. We
also generally submit our final account together
with our application for the last instalment of
progress payment for our customers’ review.
Please also refer to the paragraph headed
“Business — Business Model and Our Operation —
Project implementation — Progress payment” in
this document.

Liquidated damages If we fail to complete the contract works within
the due date, we may, subject to the rights for
time extension, be required to compensate our
customers  according to certain  damages
calculating mechanism as stipulated under the
contracts.

Defect liability period We are required to remain responsible for
remedying any defects or imperfections
discovered in relation to our works done for
certain period after completion of our contract
work. Please also refer to the paragraph headed
“Business — Business Model and Our Operation —
Defect liability period” in this document.

Retention monies Our customers are usually entitled to withhold
approximately 5% to 10% of each progress
payment due to us as retention monies, but the
total amount of retention monies shall not exceed
approximately 5% of the total sum of the
contracts. Please also refer to the paragraph
headed ‘“Business — Business Model and Our
Operation — Completion and retention monies” in
this document.

- 150 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER

OF THIS DOCUMENT.

BUSINESS

Insurance

For ground investigation field works, we are
generally engaged as the main contractor and
obliged to maintain insurance policy to cover
accidents and injuries happened in the relevant
work site. For foundation works, the accidents and
injuries of our employees and the employees of
our sub-subcontractors in the work site are
covered by the insurance policy maintained by the
main contractor or employer of the construction
project. As to our machinery in the work site, we
are required to maintain our own insurance policy.
Please also refer to the paragraph headed
“Business — Insurance” in this document.

As at the Latest Practicable Date, Chung Shun possessed the confirmed status in the

Housing Authority List of Ground Investigation Contractors because of the ground

investigation field works project GI2 with Customer D. The major terms of the master
agreements of ground investigation field works projects GI1 and GI2 with Customer D are

summarised below:

Commencement date
Expiry date

Work order

Liquidated damages
for delay

Orders for variation

GI1 GI2 Nete D
24 October 2011 8 November 2013
23 October 2013 7 November 2015

Chung Shun is to execute, complete and maintain any works
ordered by the chief geotechnical engineer/1 of the
development and construction division of Customer D
(“Contract Manager”) during the contract period, in
conformity with the certain drawings, specifications and other
requirements, for such sums as calculated at the rates as
stated in the schedule of rates under the contract or such rates
as may be ascertained in accordance with certain conditions
of the contract.

Chung Shun is liable to liquidated damages for delays for any
works a sum equal to ten per cent of the estimated value of
such works previously determined by the Contract Manager
divided by the days required for completion prescribed for
such works subject to extension of time granted by the
Contract Manager.

Any variation or order in writing for different work, service
or material as considered necessary by the Contract Manager
must be complied with by Chung Shun.
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Settlement of disputes

Payment on
certification

Sub-letting

Fluctuation in wages
rates and costs of
fuel

Termination

Defect liability period

Third party insurance

On-demand bond

(Note 2)

Any dispute between the parties arising out of the contract or
the carrying out of the works shall be decided by the Contract
Manager within 60 days of receiving a notice of dispute.

Either party may also refer the dispute to mediation or
arbitration within 28 days of the Contract Manager’s decision.

Such decisions shall be final and binding on the parties unless
mutually agreed by the parties or revised by an arbitrator.

Customer D shall within 21 days of the Contract Manager’s
due certification pay to Chung Shun a sum which is certified
as due by the Contract Manager.

Prior written approval from the Contract Manager is required
for sub-letting the whole or any part of the works.

No adjustments would be made for any fluctuations in wages
rates or fuel prices or any other costs during the first 12
months from the commencement of the contract period.
Thereafter, adjustments (increase or decrease) to the rates may
be made in accordance to a mechanism specified in the
contract.

The contract may be terminated by Customer D at any time
after 12 months from the commencement date of the contract
by serving at least three months’ prior notice.

During the defect liability period of 30 days or within 14
days after its expiration, Chung Shun may be required to
carry out maintenance work to remedy any defects or
imperfections identified in relation to its works done during
the defect liability period.

Chung Shun, as a main contractor, shall before the
commencement of the contract period procure an insurance
policy against any damage, loss or injury to any property, any
person by or arising out of or in consequence of the execution
of the works.

GI1

Chung Shun is required to
procure an on-demand bond
in favour of Customer D in
the sum of HK$1,877,511.00,
approved in writing by the
same.
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Notes:

1. On 2 November 2013, Customer D issued to Chung Shun the letter of acceptance regarding the
ground investigation field works project GI2. Nevertheless, as at the Latest Practicable Date, the
articles of agreement of ground investigation field works project GI2 had not been executed and was
in the course of execution arrangement.

2. The two on-demand bonds at HK$1,877,511.00 and HK$2,244,444.40 in favour of Customer D were
covered by the insurance policy of Chung Shun.

Our customers generally settle the payment by cheque. For discussion of our trade
debtors progress billing days during the Track Record Period, please refer to the paragraph
headed “Financial Information — Net Current Assets — Trade and other receivables” in this
document.

Our Directors confirmed that we had stable long-term relationships with our customers
and had no material dispute with our customers in respect of the projects awarded to us
during the Track Record Period.

OUR SUPPLIERS

Our suppliers include sub-subcontractors of foundation works in Hong Kong, lessors of
machinery and local distributors of diesel fuel, steel and cement. Most of our construction
materials and diesel fuel are sourced from our suppliers in Hong Kong.

For each of the three years ended 31 March 2015, our top five suppliers were
Independent Third Parties, and our total purchase attributable to them amounted to
approximately HK$55.9 million, HK$74.2 million and HK$82.9 million, representing
approximately 41.2%, 40.4% and 40.7% of our total purchase, respectively. During the same
period, our total purchase attributable to our largest supplier amounted to approximately
HK$17.4 million, HK$25.3 million and HK$23.8 million, representing approximately 12.8%,
13.8% and 11.7% of our total purchase, respectively. None of our Directors, Shareholders
(who to the knowledge of our Directors owns more than 5% of the issued share capital of
our Company) or their respective close associates had any interest in any of our top five
suppliers during the Track Record Period. Further, save and except that (i) as at the Latest
Practicable Date, Supplier H and Customer B were fellow subsidiaries wholly-owned by a
listed company in Hong Kong; (ii) Customer L/Supplier I was also our customer during the
Track Record Period; (iii) we had contra-charge arrangement with some of our customers
during the Track Record Period; and (iv) some of our sub-subcontractors may lease our
machinery and equipment, our suppliers engaged by us are not our major customers, nor
vice versa.
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The following three tables set forth the details of our top five suppliers during the
Track Record Period:

Year ended 31 March 2013
Length of business

relationship with our
Group as at the Latest

Approximate %
of our total

Supplier Background purchase Practicable Date

Supplier A Diesel fuel supplier 12.8% since 2001

Supplier F Steel materials supplier 7.5% since 1998

Supplier C Lessor and supplier of 7.2% since 2000
construction machinery

Supplier G Steel materials supplier 7.0% since 2010

Supplier D Mechanical parts supplier 6.7% since 2008

Year ended 31 March 2014

Length of business
relationship with our
Group as at the Latest

Approximate %
of our total

Supplier Background purchase Practicable Date

Supplier A Diesel fuel supplier 13.8% since 2001

Supplier B Cement supplier 7.8% since 2005

Supplier C Lessor and supplier of 6.6% since 2000
construction machinery

Supplier D Mechanical parts supplier 6.5% since 2008

Supplier E Sub-subcontractor 5.7% since 2011

Year ended 31 March 2015

Length of business
relationship with our
Group as at the Latest

Approximate %
of our total

Supplier Background costs of sales Practicable Date
Supplier F Steel materials supplier 11.7% since 1998
Supplier A Diesel fuel supplier 9.3% since 2001
Supplier B Cement supplier 7.3% since 2005
Supplier M Transportation 6.9% since 1999
Customer Sub-subcontractor 5.5% since 2011

L/Supplier 1
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Supplier H and Customer B, which were one of our suppliers and one of our top five
customers during the Track Record Period respectively, were fellow subsidiaries
wholly-owned by a listed company in Hong Kong as at the Latest Practicable Date. For
projects with Customer B, we acted as a subcontractor and provided our foundation works to
Customer B. For each of the three years ended 31 March 2015, the revenue attributable to
Customer B amounted to approximately HK$54.5 million, HK$65.4 million and HK$13.8
million, representing approximately 21.4%, 20.1% and 3.4% of our total revenue
respectively. Depending on our internal resources level, cost effectiveness and level of works
complexity, we engaged Supplier H as a sub-subcontractor for our projects, and our
sub-subcontracting costs attributable to Supplier H were approximately HK$0.1 million,
HK$1.6 million, and nil respectively, representing approximately 0.1%, 0.9% and nil of our
total purchase respectively. For the projects with Customer B, the weighted average of the
gross profit margin for projects with Customer B was approximately 31.3%, 29.8% and
82.0%, respectively.

Customer L/Supplier I, being one of our top five suppliers for the year ended 31 March
2015, was also our customer during the Track Record Period. During the Track Record
Period, we had projects that we were engaged as the subcontractor of Customer L/Supplier I,
and projects that we engaged Customer L/Supplier I as our subcontractor. Our Directors
considered that we had such arrangement with Customer L/Supplier I generally attributable
to our established long-term business relationship with it.

For each of the three years ended 31 March 2015, the revenue attributable to Customer
L/Supplier T amounted to approximately HK$1.3 million, HK$2.0 million and HKS$1.3
million respectively, representing approximately 0.5%, 0.6% and 0.3% of our total revenue
respectively. For the same periods, our sub-subcontracting costs attributable to Customer L/
Supplier T were approximately HK$0.5 million, HK$3.7 million and HK$11.2 million
respectively, representing approximately 0.4%, 2.0% and 5.5% of our total purchase
respectively. The weighted average of the gross profit margin with Customer L/Supplier I
was approximately 23.8%, 55.3% and 14.9% for the same periods respectively.
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Procurement of construction materials

The construction materials that we purchased are mainly cement and steel. We do not
enter into any long-term supply agreement with our suppliers of construction materials. The
price is determined by reference to the quotation as agreed by the parties and delivery date
of the construction materials are agreed by the parties on an order-by-order basis.

For each of the three years ended 31 March 2015, our total purchase cost of cement
and steel amounted to approximately HK$30.2 million, HK$33.3 million and HK$47.5
million, representing approximately 16.0%, 13.0% and 16.2% of our total direct costs,
respectively.

When the market price of the construction materials increases, for the potential
projects, we can increase our fee quote to our customers in order to transfer the increased
cost pressure to our customers at the time of quotation. Nevertheless, we are not able to do
so for the projects in progress because our subcontracts with our customers generally do not
have any price adjustment mechanism for market price fluctuation of the construction
materials. To minimise such risk, and also to ensure stable supply of construction materials,
for contracts undertaken by us as a subcontractor or a sub-subcontractor, if the contract
entered into between us and our customer and/or the main contractor so provides, our
customer and/or the main contractor may be responsible for purchasing and bearing the cost
of certain construction materials, such as steel reinforcement and/or steel H-pile, for us to
carry out the subcontracted works concerned, which was so happened in foundation works
projects F9. Further, with the support of the Ipsos Report, our Directors consider that the
market price of the construction materials during the Track Record Period was relatively
stable. As such, our Directors consider that such cost pressure risk is minimal.

Since there are a number of suppliers of construction materials in Hong Kong, our
Directors consider that it is feasible to engage alternative suppliers of construction materials
for our Group. As such, our Directors consider that we did not overly rely on our suppliers
of construction materials.

We generally settle the payment by cheque. During the Track Record Period and up to
the Latest Practicable Date, our Directors confirm that we did not experience any material
difficulties or delays in performing our subcontracts due to material shortages or delays in
supply of construction materials.
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Procurement of diesel fuel

We use diesel fuel to operate our machinery at construction sites. We do not enter into
any long-term supply agreement with our diesel fuel supplier. The price is determined by
reference to the pre-agreed quotation subject to fluctuations and delivery date of the diesel
fuel are agreed by the parties on an order-by-order basis.

For each of the three years ended 31 March 2015, our total purchase cost of diesel fuel
amounted to approximately HK$18.9 million, HK$24.4 million and HK$21.1 million,
representing approximately 10.0%, 9.5% and 7.2% of our total direct costs, respectively.

When the market price of the diesel fuel increases, for the potential projects, we can
increase our fee quote to our customers in order to transfer the increased cost pressure to
our customers at the time of quotation. Nevertheless, we are not able to do so for the
projects in progress because our subcontracts with our customers generally do not have any
price adjustment mechanism for market price fluctuation of the diesel fuel. With the support
of the Ipsos Report, our Directors consider that the market price of the diesel fuel during the
Track Record Period was relatively stable. As such, our Directors consider that such cost
pressure risk is minimal.

Since there are a number of diesel fuel suppliers in Hong Kong, our Directors consider
that it is feasible to engage alternative diesel fuel suppliers for our Group. As such, our
Directors consider that we did not overly rely on our diesel fuel supplier.

We generally settle the payment by cheque. During the Track Record Period and up to
the Latest Practicable Date, our Directors confirm that we did not experience any material
difficulties or delays in performing our subcontracts due to material shortages or delays in
diesel fuel supply.

Contra-charge arrangement with our customers

During the Track Record Period, we had contra-charge arrangement with some of our
customers. Such contra-charge consisted of the purchase cost of diesel fuel and steel, rental
cost of machinery and equipment, machinery and equipment testing expense and other
miscellaneous expenses in the construction sites. For each of the three years ended 31 March
2015, the total contra-charge to our customers amounted to HK$2.0 million, HK$1.2 million
and HK$2.9 million respectively.

Upon our request, we may purchase diesel fuel and steel from our customers and/or the
main contractors. Such purchase cost of diesel fuel and steel are settled by way of
contra-charge to the account with such customer and/or main contractor, in the sense that the
payments due to us from our customer and/or the main contractor will be settled after
netting off such purchase cost of diesel fuel and steel. For each of the three years ended 31
March 2015, our contra-charge attributable to such purchase cost of diesel fuel and steel
amounted to HK$1.3 million, HK$0.4 million and HK$2.3 million respectively, representing
approximately 66.8%, 35.1% and 81.1% of our total contra-charge for the same periods
respectively.
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For each of the three years ended 31 March 2015, such contra-charge to our top five
customers during the Track Record Period amounted to approximately HK$1.7 million,
HK$0.7 million and HK$0.5 million, respectively, representing approximately 85.0%, 58.3%
and 15.8% of our total contra-charge for the same periods respectively.

The following table sets forth the information on our top five customers from whom

we had contra-charge arrangement during the Track Record Period:

Customer A

Revenue derived and approximate %
of total revenue

Contra-charge and approximate % of
total direct costs

Weightedmayflz)rage of gross profit
margin

Customer B

Revenue derived and approximate %
of total revenue

Contra-charge and approximate % of
total direct costs

Wei ghtt.tdwz[i”\‘{q)rage of gross profit
margin

Customer C

Revenue derived and approximate %
of total revenue

Contra-charge and approximate % of
total direct costs

Weightedmayflz)rage of gross profit
margin

Year ended

31 March 2013
HK$’000 Approximate

14,876

54,526

30

31,115

112
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%

5.8

15.2

21.4

0.02

31.3

12.2

0.06

15.6

Year ended

31 March 2014
HK$’000 Approximate

119,319

65,428

12

32,224

163

%

36.7

0.01

15.2

20.1

0.005

29.8

9.9

0.06

13.7

Year ended
31 March 2015

HK$’000 Approximate

51,729

|

13,792

57,496

228

%

12.7

0.0004

26.1

3.4

0.002

82.0rl\’om 2)

14.1

0.08

13.7
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Year ended Year ended Year ended
31 March 2013 31 March 2014 31 March 2015
HK$’000 Approximate ~ HK$’000 Approximate ~ HK$’000 Approximate
% % %
Customer E
Revenue derived and approximate % 4,208 1.6 25,517 7.8 9,834 2.4
of total revenue
Contra-charge and approximate % of 53 0.03 514 0.2 1 0.0005
total direct costs
Weighted{h%}:g)rage of gross profit 18.1 31.7 21.5
margin
Customer F
Revenue derived and approximate % 48,098 18.9 20,783 6.4 10,096 25
of total revenue
Contra-charge and approximate % of 1,509 0.8 387 0.15 119 0.04
total direct costs
Weightt.tdwzfllr\‘{q)rage of gross profit 36.2 223 41.4
margin
Customer G
Revenue derived and approximate % 24,347 9.5 4,243 1.3 64,313 15.8
of total revenue
Contra-charge and approximate % of 8 0.004 23 0.01 - -
total direct costs
Weightedm%xf]:)rage of gross profit 239 27.4 47.8
margin
Customer H
Revenue derived and approximate % 3,594 1.4 886 0.3 52,194 12.8
of total revenue
Contra-charge and approximate % of 24 0.01 - - 199 0.07
total direct costs
Weightt.tdwz[i”\‘{q)rage of gross profit 28.3 62.6 359
margin
Customer J
Revenue derived and approximate % - - 2,042 0.6 42,249 10.4
of total revenue
Contra-charge and approximate % of - - - - 24 0.008
total direct costs
Weightedm%’\:f]:)rage of gross profit - 29.1 25.6

margin

- 159 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS
Notes:
1. The weighted average of gross profit margin does not include the cost of depreciation of machinery.
2. The weighted average of gross profit margin at approximately 82.0% was due to the situation that the

relevant project had been completed during the year ended 31 March 2014. Therefore, most of the
actual cost incurred of such project had been recorded on or before 31 March 2014, resulting in no
significant cost incurred upon receiving the last instalment of progress payment for the year ended 31
March 2015.

Sub-subcontracting

Depending on our internal resources level, cost effectiveness and level of works
complexity, we may sub-subcontract part of our foundation works, or a particular step, such
as drilling, welding and/or grouting, of the entire or certain portions of the foundation works
to our sub-subcontractors. We also engaged subcontractors in our ground investigation field
works. During the Track Record Period, all our sub-subcontractors were based in Hong
Kong. With the support of the Ipsos Report, our Directors confirmed that sub-subcontracting
is a common and recognised practice in the foundation industry. Some of our subcontracts
with our customers may state that we are entitled to sub-subcontract our works with the
consent of our customers. Although some subcontracts do not contain similar terms, we are
not prohibited from sub-subcontracting under those subcontracts. For those foundation works
projects which we sub-subcontracted out during the Track Record Period, our Directors
confirmed that the relevant customers allowed us to do so.

Our sub-subcontracting fee is generally determined based on the estimated costs to be
incurred by our sub-subcontractors, mainly including labour cost, costs of construction
materials and/or machinery usage cost, plus a certain mark-up margin. The major contract
terms with our sub-subcontractors include, among other things: (i) scope of sub-subcontract
work; (ii) price or unit price, as the case may be, of the sub-subcontract work; (iii) progress
payment; and (iv) retention monies, if any. In general, the duration of our sub-subcontracting
and the quality requirements as to the sub-subcontract work are same as those in the
subcontracts that we agreed with our customers. We are generally entitled to terminate our
sub-subcontracts when our sub-subcontractors materially breach and/or fail to perform their
obligations under the sub-subcontracts. Further, our sub-subcontractors generally require us
to arrange with the main contractors to ensure the employees’ compensation insurance and
contractor’s all risks insurance cover their employees.

Pursuant to the subcontract with our customers, we generally have to bear
responsibilities in respect of the defective works and/or delays in works of our
sub-subcontractors. As such, our Directors consider that a stringent selection arrangement of
our sub-subcontractors is necessary. We maintain an internally approved list of
sub-subcontractors, which will be subject to our regular review based on a number of
factors, including but not limited to: (i) previous working relationship with us; (ii) business
reputation; (iii) work capacity; (iv) work quality of previous projects; (v) terms of payment
and pricing level; and (vi) record of safety and environmental compliance.
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When our executive Directors consider sub-subcontracting would bring economic
benefits to us, they will choose the most suitable sub-subcontractor from our internal
approved list of sub-subcontractors. Previous working relationship with us, work quality and
work efficiency are the major selection criteria of our executive Directors. Further, to
minimise the concentration risk and avoid reliance on particular sub-subcontractors, we
generally try to diversify our sub-subcontracting engagements with our different
sub-subcontractors. During the Track Record Period, we engaged approximately 110
sub-subcontractors. For each of the three years ended 31 March 2015, the total cost in
engaging our sub-subcontractors amounted to approximately HK$39.3 million, HK$53.4
million and HK$69.7 million, representing approximately 20.8%, 20.8% and 23.7% of our
total direct costs, respectively. For the same periods, the cost in engaging our top five
sub-subcontractors amounted to approximately HKS$20.6 million, HK$30.4 million and
HK$40.8 million respectively, representing approximately 52.4%, 56.9% and 58.6% of our
total cost in engaging our sub-subcontractors respectively. For the same periods, the cost in
engaging our top sub-subcontractor amounted to approximately HK$8.4 million, HK$10.4
million and HK$10.9 million respectively, representing approximately 21.3%, 19.6% and
15.7% of our total cost in engaging our sub-subcontractors respectively.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material difficulties or delays in performing our subcontracts due to material
difficulties in identifying or engaging the required sub-subcontractors.

For details of the mechanism of payment to our sub-subcontractors, please refer to the
paragraphs headed “Business — Business Model and Our Operation — Project implementation
— Payment to our suppliers” in this document. We generally settle the payment by cheque.

Our Directors considered that we had stable long-term relationship with our
sub-subcontractors and confirmed that we had no material dispute with sub-subcontractors in
respect of the projects awarded to them during the Track Record Period.

Lease of machinery to our sub-subcontractors

We may lease our machinery and equipment to our sub-subcontractors upon their
requests. During the Track Record Period, there were in total five parties leased our
machinery. For each of the three years ended 31 March 2015, our machinery rental income
amounted to approximately HK$107,000, HK$2,002,522 and HKS$1,060,162 respectively.
Among these five parties, one of whom was Wan Kei (Macau) and its contribution to our
machinery rental income amounted to approximately nil, HK$1,567,989 and HK$1,019,662
for the same periods respectively. Wan Kei (Macau) was acquired by Wan Kei Engineering
on 5 December 2014 and became our wholly-owned subsidiary. The remaining four parties
were our sub-subcontractors during the Track Record Period and Independent Third Parties.
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Supplier I was one of our top ten suppliers during the Track Record Period. We
engaged Supplier I as our sub-subcontractors to provide piling and drilling services for our
projects, respectively. Supplier J, Supplier K and Supplier L were our suppliers during the
Track Record Period. We engaged Supplier J, Supplier K and Supplier L as our
sub-subcontractors to provide drilling and pre-boring services for our projects, respectively.
The following table sets forth the information on these four sub-subcontractors who leased
our machinery during the Track Record Period:

Year ended Year ended Year ended
31 March 2013 31 March 2014 31 March 2015
HK$’000 Approximate — HK$’000 Approximate — HK$'000 Approximate
% % %

Supplier I

Machinery rental income derived 9 5.3 84 4.1 - -
and approximate %
of other revenue

Sub-subcontracting cost charged 477 0.3 3,728 1.5 11,232 3.8
and approximate % of total
direct costs

Supplier J
Machinery rental income derived 75 44.3 267 12.9 41 2.4

and approximate % of other
revenue

Sub-subcontracting cost charged 1,620 0.9 1,345 0.5 1,996 0.7
and approximate % of total
direct costs

Supplier K
Machinery rental income derived 23 13.6 - - - -

and approximate % of other
revenue

Sub-subcontracting cost charged 116 0.1 299 0.1 3,003 1.0
and approximate % of total
direct costs

Supplier L

Machinery rental income derived - - 84 4.1 - -
and approximate % of other
revenue

Sub-subcontracting cost charged - - 4,223 1.6 - -
and approximate % of total
direct costs

- 162 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER

OF THIS DOCUMENT.

wwog( 0) [enba
IO uBY) IQ[[BUWS JOJOWERIP
3uoy[ Suoy 21 yam 9z1s oqid 10j 311 Surpri

wwg(t 03 [enba
"9[0Yy 9d[qesn B JO 10 uey} Io3Ie[ IoJoWeRIp
uonordwoo pue JUI[[LIp Y} SMO[[E I] ueder pue A1y €7 Y azrs oqrd 103 311 Jur[Iq

‘s3sanq yomnb

Ul PIsea[al 9 UBD ‘pUBWIWIOD

uo ‘yorym ‘rre Jurzrnssard

pue 3urssardwoo Aq A310u9

onaury ojur (urdua Juroses e

10 QuUISUQ [9SAIP B ‘I0JOW OLIIIJ[D
ue woiy A[fensn) romod $1I9AUOD 3] uopams 0S Jossaxdwod Iy

(o)

E@DSHYX

agdesn pue uonpouny UuIsSLIO JO SILIUNO)) Jquny L1duryoen
:MO[2q N0 19s a1e Arouryoew Jofew INo ‘G1OZ YdIBIA [€ I8 SV "Dd U

pue ‘Suoy SUOH ‘usopams§ ‘Arei] ‘uedel Ul parnjoejnuewW A[UIRW AIe ‘suonels 3unnoid onewoine se yons juawdinba I9yjo pue ‘sourio I9[meBID
pue s311 Jurup ‘siossardwod ire Jurpnpour Aruryoew Jofewr inQ ‘s10aford ino ordwods 031 juowdinbe pue Arourgorw INO UO AJAI M\

INANJINOA ANV ATANTHOVIA

- 163 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER

OF THIS DOCUMENT.

‘Anpiqouwr pue Kyrjiqels

opraoad jey) (SIO[MEBID PI[[BD OS[R)

S)YoBI) JO 39S B YIIM 93eLLIBOIOpUN
Ug U0 pajunow duerd B SI J| uede[ pue D¥d G QUBID Id[MBID

(ed£y 1ySrom
1y31)) wuwg/g o3 [enbo
10 UBY) IO[[BWS IJJOWEBIP
uopams L pim azrs onid 10y S uruq

agdesn pue uonduny UISLIO JO SALIUNO)) JqunN AIUIYdIRIA

~ 164 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS

As at 31 March 2015, the usage information for each type of our major machinery is
set out below:

Weighted
Weighted  average of
Date of Cost of average  remaining
Type of machinery acquisition acquisition age  useful life
(Year range) (HK$’000) (Years) (Years)
Air compressor 1995 to 2013 33,779 4.89 1.52
Drilling rig for pile size with diameter 1995 to 2014 49,754 493 1.51
larger than or equal to 406mm
Drilling rig for pile size with diameter 1997 to 2014 14,107 5.46 0.61
smaller than or equal to 406mm
Drilling rig for pile size with diameter 1998 315 17.00 -
smaller than or equal to 273mm
(light weight type)
Crawler crane 2000 to 2013 13,671 2.80 2.75
Others 1996 to 2014 13,951 7.29 1.67

Total 125,577

Besides, our major equipment used in operation include automatic grouting stations.
During the Track Record Period, we rented machinery such as air compressors, crawler
cranes and backhoes from our suppliers. Our Directors consider that this rental arrangement
could increase our flexibility. Further, as licensed workmen are also provided by our
suppliers to assist us in operating these machinery, this serves as an additional source of
staff for our projects. For each of the three years ended 31 March 2015, the total machinery
rental costs from our suppliers amounted to approximately HK$16.2 million, HK$25.7
million and HK$19.4 million, representing approximately 8.6%, 10.0% and 6.6% of our total
direct costs respectively.

We engage Independent Third Parties to repair and maintain our machinery on a
regular basis. For each of the three years ended 31 March 2015, our expenses in repairing
and maintaining our machinery, including the expenses of purchasing consumable machinery
spare parts such as diamond and button bits for regular replacement, accounted for
approximately HK$3.9 million, HK$6.3 million and HK$10.5 million respectively. During
the Track Record Period and up to the Latest Practicable Date, we did not experience any
material work interruption due to malfunction of our machinery.

For each of the three years ended 31 March 2015, the amount incurred in acquiring
new machinery accounted for approximately HK$30.8 million, HK$31.2 million and HK$5.1
million respectively. As at 31 March 2015, our machinery and equipment had a total net
book value of approximately HK$41.7 million.

To facilitate capacity expansion, approximately HK$[REDACTED] of the net proceeds
from the [REDACTED] will be used to acquire new machinery and equipment in the next
four years. The impact of such acquisitions on depreciation charges for each of the four
years ending 31 March 2019 amounts to approximately HK$1.7 million, approximately
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HK$4.6 million, approximately HKS$6.5 million and approximately HK$8.3 million,
respectively. Further, the estimated aggregated depreciation charges for the four years ending
31 March 2023 amounts to approximately HK$20.5 million. The Directors confirm that fully
depreciated assets are still being used as at the Latest Practicable Date.

Utilisation rate

In view of the nature of our business and operations, our Directors consider that it is
not feasible or practicable to accurately quantify the service capacity and utilisation rate of
our machinery and equipment due to the following reasons:

(i) a typical foundation works project involves the use of various machinery and
equipment depending in different stages. In general, for example, drilling rigs are
more heavily used in the initial stage, whereas the use of crawler cranes is
required in the subsequent stage. As such, machinery and equipment from time to
time are left unused in active construction sites pending completion of other
stages. Also, machinery and equipment are sometimes left unused for assembling,
disassembling, repairing and maintenance works to be carried out. Due to the
aforesaid, our Directors are of the view that it would be difficult to accurately
measure an overall utilisation rate for our fleet of machinery and equipment in
general. Further, it is not practicable for us to accurately record the daily or
hourly usage of each individual machinery and equipment;

(i) each type of machinery and equipment is highly specific to different types and
specifications of foundation works. Given that we provide a wide range of
foundation works during the Track Record Period, it is not practicable to reliably
quantify the capacity of each piece of machinery and equipment by making
reference to an objective and comparable scale or standard of measurement; and

(iii) as at 31 March 2015, we had 97 pieces of major machinery and five types of
major machinery of various functions, sizes and capacity in use. Given that
different machinery and equipment are required to be used in different types and
stages of foundation works projects, and in view of the number of machinery and
equipment owned by us, it would be difficult for us to identity one or a few types
of machinery and equipment that are most crucial to our operation.

In view of the aforesaid, the collection of reliable and accurate data, including the
hourly usage rate of each particular machinery and equipment, required for the calculation of
the utilisation rates is infeasible in practice.

During the Track Record Period, when our machinery and equipment was not deployed
for use, they would generally be transferred or placed at a site leased by our Group situated
in Yuen Long, pending further deployment in projects when necessary. In addition, as a
project may involve various categories of foundation works, we may optimise our
operational efficiency by having an effective scheduling in deploying our machinery and
equipment.
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QUALITY CONTROL

Our relevant project management team is responsible for the quality control of each
project. Our executive Directors are responsible for supervising the overall implementation
of quality control measures of all our projects. Details of their qualifications and experience
are set out in the paragraph headed “Directors, Senior Management and Staff — Directors” in
this document.

Our foreman is responsible for monitoring the quality of works carried out by our own
employees and/or our sub-subcontractors on a full time basis at the construction site. Our
project manager is responsible for the overall supervision of the works quality and progress
of works and ensuring that our works are completed according to schedule.

Furthermore, our project management teams communicate frequently with our executive
Directors while our executive Directors closely monitor each of the projects’ progress and
discuss issues identified to ensure that our works (i) meet our customers’ requirements; (ii)
are completed within the time stipulated in the subcontract and the budget for each project;
and (iii) comply with all relevant regulatory requirements.

With regards to construction materials, consumable parts and machinery, we generally
purchase or rent from our suppliers who had established and satisfactory business
relationships with us, and demonstrated consistency in the quality of the construction
materials, consumable parts or machinery supplied by them. When the construction
materials, consumable parts and machinery purchased or rented by us are delivered to us,
our quality control will generally include the inspection of whether the quantity is correct,
whether there are any observable defects, and for machinery, whether it functions properly.

Our customers, being generally the main contractors, also carry out quality supervision
to our foundation works at various stages of the project. In stating so, during the Track
Record Period, we have not received any complaint or request for any kind of compensation
from our customers due to quality issue in relation to works performed by us or by our
sub-subcontractors, which is considered by our Directors to be attributable to our effective
quality control measures.

In recognition of our quality control system, our quality management system for
design, supply and installation of rock-socketed steel H-pile in prebored hole and minipile
works has been assessed and certified as being in compliance with the requirements of ISO
9001:2008. For details, please refer to the paragraph headed “Business — Major
Qualifications and Licenses” in this document.

-167 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER
OF THIS DOCUMENT.

BUSINESS

MAJOR QUALIFICATIONS AND LICENSES

As revealed by our Legal Counsel, in practice, for public sector projects, contractors
responsible for the foundation works are, among others, required to be listed under the
Works Branch of the Development Bureau, and with the Buildings Department as registered
specialist contractors under the categories of foundation works and/or ground investigation
field works. As long as the main contractors hold all the required registrations for the
project, the subcontractors are not required to hold the same registrations as the main
contractors in public projects. However, being registered on the Subcontractor Registration
Scheme at the Construction Industry Council (%53 €) is required for subcontractors to
participate in public projects commissioned by certain Government departments and statutory
bodies, including the Airport Authority, Development Bureau and the Housing Authority.

As advised by our Legal Counsel, for any foundation works where we are involved as
a subcontractor, if there is a registered specialist contractor who is registered with the
Buildings Department under the appropriate category to supervise the works and liaise with
the Buildings Authority, we ourselves are not required to be such registered specialist
contractor or to obtain any requisite licences, permits and approval for our operation and
business except the business registration.

Our Directors confirmed that, for every foundation work where we are involved as a
subcontractor or sub-subcontractor, as the case may be, there is such a registered specialist
contractor (generally being our main contractors) to supervise the works and liaise with the
Buildings Authority. As such, there are no licences, permits or approval necessary to be
obtained for us to carry out our business in connection with foundation works except the
business registration.

In stating so, we applied and obtained qualification as a registered specialist contractor
as our Directors consider that it would be in the best interest of our Group to do so because:

(i) in future, we may be engaged by main contractor who is not a registered
specialist contractor to undertake foundation works; and

(i1) the qualification of registered specialist contractor for foundation works and
registration under the Works Branch of the Development Bureau are public
information and can be inspected in the web site of the Buildings Department and
Development Bureau respectively, and therefore could enhance our professional
profile in the construction industry.
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The following table sets out the details of our major licences and qualifications as at

the Latest Practicable Date:

Licenses and Issuing Type(s) of works  Date of
qualifications authorities covered commencement Date of expiry
Registered Specialist Buildings Foundation works 18 August 2014 27 October 2017
Contractor Department
Registered Specialist Buildings Ground 2 April 2013 1 July 2016
Contractor Department investigation
field works
Approved Supplier of Development Group I1 N 9 of 26 June 2006 ~ — Nore )
Materials and Specialist Bureau the “Land
Contractor for Public Piling” category
Works for minipile and
rock-socketed
steel H-pile in
pre-bored hole
Approved Supplier of Development Group I ™ % of 4 December — (Note 1)
Materials and Specialist Bureau the “Ground 2007
Contractor for Public Investigation
Works Field Work”
category
Registered Subcontractor Construction Ground 3 November 2 November 2016
Industry Investigation 2014
Council
Registered Subcontractor Construction Sheet piles, bored 17 June 2014 16 June 2016
Industry piles, driven
Council piles, diaphragm
walls, micro
piles and others
(grout curtain)
Confirmed Status in the Hong Kong Ground 8 November 7 November 2015
Housing Authority List Housing investigation 2013
of Ground Investigation Authority
Contractors Vo' 2
Notes:
1. “~” denotes not subject to any periodic renewal conditions.

2. As at the Latest Practicable Date, Chung Shun had the confirmed status in the Housing Authority List
of Ground Investigation Contractors because of the ground investigation field works project GI2 with
Customer D. For details of the major terms of the master agreement of ground investigation field
works project GI2, please refer to the paragraph headed “Business — Our Customers — Major terms of
our contracts” in this document.

3. We may tender for public works contracts only in the works categories and groups for which they are
approved. Group II of the “Land Piling” category refers to contracts or subcontracts of unlimited
value. Group I of the “Ground Investigation Field Work” category refers to contracts or subcontracts
up to HK$2.3 million.
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Our Directors confirmed that during the Track Record Period and up to the Latest
Practicable Date, we had obtained all the necessary licenses, permits, consents and approvals
for our business operation in Hong Kong and all of them are valid. The existing licenses are
subject to renewal by the relevant issuing authorities. Our Directors confirmed that we had
not experienced any material difficulties in obtaining and/or renewing the aforesaid licenses
and qualifications. Our Directors further confirmed that they were not aware of any
circumstances that would significantly hinder or delay the renewal of those licenses and
qualifications.

Voluntarily refraining from tendering for public works contracts of the Development
Bureau

As at the Latest Practicable Date, Wan Kei Engineering was included in the Specialist
List Group II under the “Land Piling” category for minipile and rock-socketed steel H-pile
in pre-bored hole.

On 9 September 2010, at the site of the Architectural Services Department, Wan Kei
Engineering was working on the construction of a swimming pool complex with the
Government under Contract No. SS T325. A letter dated 28 November 2011 from the Works
Branch, Development Bureau, states that on that day, a mobile crane was mobilised to lift a
heap of concrete block from a loading platform and during the lifting operation, one of the
concrete slabs supporting the four outriggers of the mobile crane was broken. The mobile
crane toppled and the jib swung together with the mobile crane fell on a row of sheet piles
erected between the mobile crane and the site hoarding. The upper portion of the jib fell
beyond the site hoarding and boundary, struck the overhead cables of the Light Rail System
near Tin King Station, and hit a passing-by Light Rail Train (“LRT”) causing injuries to 18
passengers inside the LRT.

Pursuant to the Summons no. 2873 of 2011 (“Summons”), charges were brought by the
Labour Department against Wan Kei Engineering, as an owner of a lifting appliance, for
failing to take appropriate precautions to ensure its stability before it was used at or moved
in an industrial undertaking, as required under the Factories and Industrial Undertakings
(Lifting Appliances and Lifting Gear) Regulations under the Factories and Industrial
Undertakings Ordinance.

In the hearing of the Summons in the Tuen Mun Magistrates’ Courts of Hong Kong
dated 1 February 2012, the Court held that Wan Kei Engineering, along with other
defendants, had taken appropriate precautions. Therefore, Wan Kei Engineering, along with
other defendants, were acquitted.

Nevertheless, upon the request of the Works Branch, Development Bureau, Wan Kei
Engineering agreed to voluntarily refrain from tendering for public works contracts under
the “Land Piling” category of the Specialist List Group II from 5 December 2011 and carry
out independent safety audit on site to the satisfaction of the Development Bureau. By a
letter dated 6 August 2013, having considered the independent safety audit results, and
improvement action plan cum situation report submitted by Wan Kei Engineering, the
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Development Bureau was satisfied with the improvements made by Wan Kei Engineering in
respect of safety, and the suspension from tendering for public works contracts under the
category of “Land Piling (Group II)” was lifted.

As advised by our Legal Counsel, since Wan Kei Engineering was not required to
cease any other public works, Wan Kei Engineering could still continue other works in
progress which had been undertaken by it from 5 December 2011 to 6 August 2013, the
suspension period.

Pursuant to section 5.2.2 of the Contractor Management Handbook — Revision B issued
by the Development Bureau, if the tenderer is under voluntary suspension from tendering for
public works in a particular category, at the date of tender invitation but subsequently
revokes the voluntary suspension without agreement in writing from the Development
Bureau, its tender for that particular category will not be considered. In stating so, as
confirmed by our Directors, Wan Kei Engineering did not tender for any public works
contracts under the “Land Piling” category of the Specialist List Group II during the said
suspension period.

Our Directors consider that if our customers or the main contractors possess the
qualification of Group II of the “Land Piling” category for minipile and rock-socketed steel
H-pile in pre-bored hole, they would tender for the relevant public works contracts from the
Development Bureau using their own qualification. Further, if our customers or the main
contractors decided to tender for the relevant public works contracts using our qualification,
they would inform us and seek our confirmation before submission of the relevant tenders.

Before the commencement of the voluntary suspension period, among other
Development Bureau projects, we had three projects that the relevant public works contracts
were tendered by our customers or the main contractors using our qualification of Group II
of the “Land Piling” category for minipile and rock-socketed steel H-pile in pre-bored hole.
The revenue contribution of these three projects amounted to approximately HK$1.7 million,
HK$0.1 million and HK$0.1 million, respectively for each of the three years ended 31
March 2015. All these three projects were completed as at the Latest Practicable Date. As to
other Development Bureau projects, they were the projects that either (i) possession of such
qualification by the tenderer is not a pre-condition of tendering; or (ii) our customers or the
main contractors possessed the qualification of Group II of the “Land Piling” category for
minipile and rock-socketed steel H-pile in pre-bored hole, and therefore our Directors
consider that they would tender for the relevant public works contracts with their own
qualification. As such, our Directors consider that the impact as to our business operation
from such voluntarily refraining from tendering was minimal.

After the end of the voluntary suspension period up to the end of the Track Record
Period, among other Development Bureau projects, there were five projects that were
tendered by our customers or the main contractors using our qualification of Group II of the
“Land Piling” category for minipile and rock-socketed steel H-pile in pre-bored hole. The
revenue contribution of these five projects amounted to approximately nil, HK$3.4 million
and HK$8.1 million, respectively for each of the three years ended 31 March 2015. Four of
these five projects were on-going as at the Latest Practicable Date. For details of these four
projects, please refer to items 14, 15, 20 and 25 on pages 137-139 in this document.
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AWARDS, CERTIFICATIONS AND CORPORATE SOCIAL RESPONSIBILITIES

In recognition of our quality control system, we have obtained a number of
certifications which are set out as follows:

Year of
Certifications Grant Description Issuing organisation Expiry date
ISO 9001:2008 2007 Certification of quality Accredited Certification 29 April 2018
management system International Limited
(Note 1)
OHSAS 18001:2007 2007 Certification of Accredited Certification 29 April 2018
environmental International Limited
management system
(Note 1)
ISO14001:2004 2007 Certification of Accredited Certification 29 April 2018

occupational health and International Limited
safety management

system (Note 1)
Note:

1) The certification concerns our design, supply and installation of rock-socketed steel H-pile in
prebored hole and minipile works.

We have received a number of major awards during our
following table sets out summary of our awards:

operating history. The

Year of
Awards Grant Description Awarding organisation
Best Improvement Award 2014 Safety Campaign 2014 Samsung — Hsin Chong Joint
Venture
Zero Accident Achievement 2014 Safety Campaign 2014 Samsung — Hsin Chong Joint
Award Venture
The On-site Best Safety and 2014 In relation to a construction Chevalier (Construction)
Environmental project undertaken at a sports Co., Ltd
Subcontractor Award center in Hong Kong
Best Improvement Award 2013 Outstanding HSEQ Performance Samsung — Hsin Chong Joint
Award Venture
Model Subcontractor Award 2012 Considerate Contractors Site Development Bureau
Award Scheme 2011 Construction Industry
Council
Outstanding Safety 2011 In relation to a project Safety, Health and

Performance

involving reconstruction and
improvement of public road
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Year of
Awards Grant Description Awarding organisation
Silver Prize in Construction 2009 N/A Labour Department
Industry Safety Award Occupational Safety and
Scheme (it 34 248 it 1 Health Council
SRAE) Various organisations from
the Government and the
construction industry
Best Safety and Environment 2007 In relation to a project China Overseas Building
Subcontractor Award (fiff involving building demolition Construction Limited
BA BRI FI R F SR and underground

reconstruction works
COMPETITION

The foundation industry in Hong Kong is relatively fragmented. According to the Ipsos
Report, the top five foundation work subcontractors accounted for only approximately 7.9%
of the total revenue of the foundation industry in Hong Kong in 2014.

Based on the Ipsos Report, our Directors consider that the entry barriers to the
foundation industry in Hong Kong mainly include: (i) sufficiency of practical industry
experience; (ii) huge cash flow requirement; and (iii) significant capital investment in
specialised machinery. For details, please refer to the paragraph headed “Industry Overview
— Competitive Analysis of Foundation Industry in Hong Kong — Entry barriers” in this
document.

As revealed by the Ipsos Report, in the construction industry, the tender invitation and
quotation request by the main contractors to the subcontractors is based on the
subcontractors’ experience, business connection, reputation, machinery capability and
registrations. If a sub-subcontractor is able to fulfill the project requirements, get in touch
with the main contractor’s project rollout, necessary licenses and competitive pricing, it is
possible for a sub-subcontractor to be a subcontractor. However, the sub-subcontractors in
general are smaller in size and do not have the necessary experience, business connection,
reputation, machinery capability and registrations to compete with the subcontractors for
construction works.

Our main competitors in the foundation industry are mainly companies based in Hong
Kong that provide piling services including socketed H-piling, mini piling, driven piling,
sheet piling and prebored socketed steel piling, according to the Ipsos Report.

In addition, we believe that we compete with other foundation work subcontractors on
our competitive strengths. We consider that our competitive strengths have contributed to
our success. As such, even though competition within the foundation industry in Hong Kong
will continue to intensify in the future, we are confident that we are able to withstand the
intense competition with our competitive strengths. For further details of our competitive
strengths, please refer to the paragraph headed “Business — Our Competitive Strengths” in
this document.
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OUR EMPLOYEES

As at 31 March 2015, we had 161 full-time employees (excluding our Directors) who
were directly employed by us in Hong Kong. The following table sets out the number of our
employees by their functional role:

Functional role Number
Management (excluding our Directors) and supervisor 19
Administration 15
Technical and technician 12
Site workers 108
Others 7
Total: 161

We recruit our employees based on a number of factors such as their work experience,
educational background, qualifications or certifications possessed and vacancies. We may
recruit our employees by advertising on websites, newspapers and Labour Department.
During the Track Record Period, we did not engage any human resources agency for
recruitment purpose.

Our new employees are generally subject to a three-month probation. On-the-job
training will be provided to our new employees during the probation period by their
respective supervisors. At the end of the probation period, they will be admitted as our
full-time employees if their supervisors are satisfied with their performance during such
period.

Education and training will also be provided to our existing employees on various
aspects including advanced knowledge and skills on machinery operation, work safety and
quality control on a continuing basis. Our Directors consider that our training programme
can increase our overall efficiency and facilitate us to retain quality employees.

The remuneration package for our employees generally includes salary and bonuses.
Our employees also receive welfare benefits, including study leave, retirement benefits,
occupational injury insurance and other miscellaneous items. We conduct annual review of
the performance of our employees for determining the level of bonus, salary adjustment and
promotion of our employees. Our Directors will also conduct research on the remuneration
packages offered for similar positions in the Hong Kong construction industry in order to
keep our remuneration packages at a competitive level.

We have also adopted the Share Option Scheme which will become effective upon

[REDACTED]. The Share Option Scheme is designed to provide incentives and rewards to
our employees.
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We have not set up any trade union for our employees. We have not had any strikes or
other material labour disputes that have materially disrupted our operations, during the Track
Record Period and up to the Latest Practicable Date. Our Directors believe that we have
maintained a good working relationship with our employees.

Our labour cost, including wages, salaries and other employee’s benefits, amounted to
approximately HK$35.6 million, HK$45.2 million and HK$51.4 million for each of the three
years ended 31 March 2015, respectively which amounted to approximately 18.8%, 17.6%
and 17.5% of our total direct costs respectively for the same years.

OUR PROPERTIES

As at the Latest Practicable Date, we did not own any property and we leased the
following properties for our operations:

Gross floor Major terms of the

Address Landlord area Use of the property  tenancy

(sq.ft.)

The Remaining Portion of ~ Chung Wah 35,500.82  For storage of our Monthly rental of
Lot Nos. 1095, 1097 and Investment machinery and HK$95,000 with
1098, Demarcation Company Limited equipment (Note 2) tenancy period up
District No. 106, Yuen (Note 1) to 31 January 2017
Long, New Territories

Rooms 6 & 8, 9th Floor, Chung Hang (Note 3) 2,710 For offices (Note 4) Monthly rental of
Block A, Fuk Keung HK$52,000 with
Industrial, Nos 66-68 tenancy period up
Tong Mi Road, Mongkok, to 31 January 2017
Kowloon, Hong Kong

Unit M on 31/F of Block 1, An independent third 2,100 For warehouses Monthly rental of
Vigor Industrial Building, party (Note 5) HK$12,500 with
Nos. 49-53 Ta Chuen tenancy period up
Ping Street, Kwai Chung, to 31 January 2016
New Territories, Hong
Kong

Unit B on 32/F of Block 1, An independent third 2,475 For warehouses Monthly rental of
Vigor Industrial Building, party (Note 5) HK$16,200 with
Nos. 49-53 Ta Chuen tenancy period up
Ping Street, Kwai Chung, to 31 December
New Territories, Hong 2015
Kong

Notes:

1. Chung Wah Investment Company Limited is a connected person of our Company. Please refer to the

section headed “Connected Transactions” in this document for further details of our transactions with
Chung Wah Investment Company Limited.

2. Certain issues relating to additional and/or alternation works performed were identified. For details,
please refer to the paragraph headed “Business — Legal Proceedings and Legal Compliance — Legal
compliance” in this document.
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3. Chung Hang is a connected person of our Company. Please refer to the section headed “Connected
Transactions” in this document for further details of our transactions with Chung Hang.

4. Certain issues relating to additional and/or alternation works performed and permitted use of the
property were identified. For details, please refer to the paragraph headed “Business — Legal
Proceedings and Legal Compliance — Legal compliance” in this document.

5. Certain issues relating to the permitted use of the property were identified. For details, please refer to
the paragraph headed “Business — Legal Proceedings and Legal Compliance — Legal compliance” in
this document.

ENVIRONMENT

For details of the laws and regulations in relation to environmental protection
applicable to our business, please refer to the paragraph headed “Regulatory Overview — B.
Laws and Regulations in relation to Environmental Protection” in this document.

For each of the three years ended 31 March 2015, our cost of compliance with the
applicable environmental laws and regulations in Hong Kong were approximately HK$0.4
million, HK$0.5 million and HKS$0.7 million respectively, which primarily consisted of
construction waste transportation costs and dumping charges. Our executive Directors expect
that such cost of compliance to be incurred in future will increase for the year ending 31
March 2016 primarily because of the increasing number of projects after implementation of
our expansion plan. For details of our expansion plan, please refer to the section headed
“Future Plans and Use of Proceeds” in this document. During the Track Record Period and
up to the Latest Practicable Date, we were not prosecuted for any breach of any applicable
environmental laws and regulations.

In recognition of our environmental policies, our environmental management system for
design, supply and installation of rock-socketed steel H-Pile in prebored hole and minipile
works has been assessed and certified as meeting the requirements of ISO 14001:2004 since
2007. For details, please refer to the paragraph headed “Business — Awards, Certifications
and Corporate Social Responsibilities” in this document.
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WORK SAFETY

Risks of accidents and injuries to workers in construction sites are inherent. We have
implemented occupational health and safety measures for our staff and sub-subcontractors’
staff. For details of our occupational health and safety measures, please refer to the
paragraph headed “Occupational health and safety measures” below. In recognition of our
work safety policies, our occupational health and safety management system for design,
supply and installation of rock-socketed steel H-Pile in prebored hole and minipile works
has been assessed and certified as meeting the requirements of OHSAS 18001:2007 since
2007. For details, please refer to the paragraph headed “Business — Awards, Recognitions
and Corporate Social Responsibilities” in this document. We also have two qualified safety
officers for Wan Kei Engineering and Chung Shun respectively, to monitor and implement
our occupational health and safety measures.

We are required to report the work injuries to the Commissioner of Labour through the
main contractor or by ourselves. Work injuries not reported to the Commissioner of Labour
constituted non-compliances. There are 54 cases of work injuries of our employees which
were not reported to the Commissioner of Labour through the main contractor or by
ourselves because our administrative staff had mistakenly believed that work injury with
mutual settlement was not required to be reported to the Commissioner of Labour due to
lack of timely and professional advice. We subsequently filed 18 notices of work accident in
relation to these 54 cases of the unreported work injuries to the Commissioner of Labour.
For details, please refer to the paragraph headed “Legal Proceedings and Legal Compliance
— Legal compliance” in this document. For those work injuries with mutual settlement, they
were not covered by our insurance policies. For each of the three years ended 31 March
2015, our compensation to our injured employees amounted to approximately HK$19,500,
HK$171,886 and nil respectively.

Provided that we have reported to the Commissioner of Labour, we are not obliged to
report the work injuries to the main contractor or insurance company under section 15(1A)
of the Employees’ Compensation Ordinance. Nevertheless, as confirmed by our Directors, it
is an industrial practice to report the work injuries to the Commissioner of Labour through
the main contractor because the main contractor is responsible to maintain the employees’
compensation insurance and contractor’s all risks insurance for the entire construction
project. Therefore, upon our report of the work injuries to the main contractor, it could liaise
with the relevant insurance company to arrange compensation as well as report to the
Commissioner of Labour.
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We also maintain an internal record of our work injuries. For the calendar years 2012,
2013, 2014 and for the period from 1 January 2015 to the Latest Practicable Date, we
recorded 15, 22, 6 and 2 work injuries of our employees, and 6, 9, 7 and 2 work injuries of
our sub-subcontractors’ employees, respectively. The following table sets out the information
of the work injuries of our employees from 1 January 2012 to the Latest Practicable Date:

Details of the
Date of the accident and nature
No. accident of injuries Consequences
For the calendar year of 2012

Accidents settled by mutual agreement

1. 15 February An employee of us We granted a 8-day leave to the injured
2012 suffered left employee. The incident has been fully
shoulder and hand settled after compensation was made by
injury during the our Group to the injured employee. The
course of foundation accident was not reported to the insurer
works. and the Commissioner of Labour.

2. 9 March 2012 An employee of us We granted a 2-day leave to the injured
suffered back sprain employee. The incident has been fully
during the course of settled after compensation was made by
foundation works. our Group to the injured employee.

Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

3. 14 March An employee of us We granted a 3-day leave to the injured
2012 suffered right knee employee. The incident has been fully
and left hand injury settled after compensation was made by
during the course of our Group to the injured employee.
foundation works. Despite the initial delay in reporting, the

accident was subsequently reported to the
insurer and the Commissioner of Labour.

4. 20 March An employee of us We granted a 5-day leave to the injured
2012 suffered left neck employee. The incident has been fully

and back injury settled after compensation was made by

during the course of our Group to the injured employee. The

foundation works. accident was not reported to the insurer

and the Commissioner of Labour.

S. 25 April 2012 An employee of us We granted a 5-day leave to the injured
suffered waist injury employee. The incident has been fully
during the course of settled after compensation was made by
foundation works. our Group to the injured employee.

Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.
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No.

10.

Date of the
accident

26 April 2012

22 June 2012

29 August
2012

8 October
2012

16 October
2012

Details of the
accident and nature
of injuries

An employee of us
suffered back injury
during the course of
foundation works.

An employee of us
suffered waist injury
during the course of
foundation works.

An employee of us
suffered certain
injury during the
course of foundation
works.

An employee of us
suffered left wrist
injury during the
course of foundation
works.

An employee of us
suffered left wrist
injury during the
course of foundation
works.
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Consequences

We granted a 5-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 1-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 4-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 5-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. The
accident was not reported to the insurer
and the Commissioner of Labour.

We granted a 4-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.
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Details of the
accident and nature
of injuries

Date of the
No. accident

Accidents reported to main contractors

I. 23 April 2012 An employee of us
suffered certain
injuries during the
course of foundation

works.

2. 13 August
2012

An employee of us
suffered left foot
fracture and left
ankle injury
resulting in pain
during the course of
foundation works.

3. 6 September
2012

An employee of us
suffered certain
injuries during the
course of foundation
works.

4. 17 December
2012

An employee of us
suffered left index
finger infection
during the course of
foundation works.

Accidents involving litigation and claims

1. 4 August 2012 When an employee of
us was trying to
climb onto the chain
wheel of the crane,
he fell to the ground
and sustained back
injury as a result.
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Consequences

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The incident has been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The insurer of the main contractor
confirmed that the incident had been fully
settled. The accident was reported to the
Commissioner of Labour through the main
contractor.

The injured employee made an application
under the Employees’ Compensation
Ordinance.
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Details of the
accident and nature
of injuries

Date of the

No. accident

For the calendar year of 2013
Accidents settled by mutual agreement

I. 22 February
2013

An employee of us
suffered forearm
injury during the
course of foundation
works.

2. 21 March
2013

An employee of us
suffered left
eyebrow injury
during the course of
foundation works.

3. 23 May 2013 An employee of us
suffered back
contusion and lower
back injury during
the course of
foundation works.

4. 28 May 2013 An employee of us
suffered back sprain
during the course of

foundation works.

An employee of us
suffered lower back
injury during the
course of foundation
works.

S. 5 August 2013
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Consequences

We granted a 4-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 3-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 3-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 2-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 57-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.
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Date of the

No. accident

6. 26 August
2013

7. 7 September
2013

8. 16 September
2013

9. 24 October
2013

10. 25 November
2013

Details of the
accident and nature
of injuries

An employee of us
suffered right wrist
injury during the
course of foundation
works.

An employee of us
suffered right foot
sprain during the
course of foundation
works.

An employee of us
suffered right
shoulder sprain
during the course of
foundation works.

An employee of us
suffered left arm
injury during the
course of foundation
works.

An employee of us
suffered forehead
injury during the
course of foundation
works.
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Consequences

We granted a 2-day leave to the injured

employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 4-day leave to the injured

employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 169-day leave to the injured

employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.

We granted a 3-day leave to the injured

employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 2-day leave to the injured

employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.
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Details of the

Date of the accident and nature
No. accident of injuries Consequences
I1. 28 November  An employee of us We granted a 3-day leave to the injured
2013 suffered right knee employee. The incident has been fully
injury during the settled after compensation was made by
course of foundation our Group to the injured employee. A
works. discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.
12. 2 December An employee of us We granted a 13-day leave to the injured
2013 suffered left knee employee. The incident has been fully
contusion during the settled after compensation was made by
course of foundation our Group to the injured employee. A
works. discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.
13. 11 December  An employee of us We granted a 4-day leave to the injured
2013 suffered left foot employee. The incident has been fully
pain during the settled after compensation was made by
course of foundation our Group to the injured employee. A
works. discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.
14. 11 December ~ An employee of us We granted a 11-day leave to the injured
2013 suffered right arm employee. The incident has been fully
injury during the settled after compensation was made by
course of foundation our Group to the injured employee. A
works. discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.
15. 13 December ~ An employee of us We granted a 3-day leave to the injured
2013 suffered swollen employee. The incident has been fully
right clavicle during settled after compensation was made by
the course of our Group to the injured employee. A
foundation works. discharge form was signed by the injured.

Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.
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No.

16.

17.

Date of the
accident

23 December
2013

23 December
2013

Details of the
accident and nature
of injuries

An employee of us
suffered left foot
injury during the
course of foundation
works.

An employee of us
suffered burn injury
on left foot during
the course of
foundation works.

Accidents reported to main contractors

L.

25 January
2013

13 March
2013

13 April 2013

15 July 2013

7 October
2013

An employee of us
suffered certain
injuries during the
course of foundation
works.

An employee of us
suffered certain
injuries during the
course of foundation
works.

An employee of us
suffered certain
injuries during the
course of foundation
works.

An employee of us
suffered certain
injuries during the
course of foundation
works.

An employee of us
suffered injury to
the right hand
during the course of
foundation works.
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Consequences

We granted a 2-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
Despite the initial delay in reporting, the
accident was subsequently reported to the
insurer and the Commissioner of Labour.

We granted a 7-day leave to the injured
employee. The incident has been fully
settled after compensation was made by
our Group to the injured employee. A
discharge form was signed by the injured.
The accident was not reported to the
insurer and the Commissioner of Labour.

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the
incident had been fully settled. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the
injured person was still on leave. The
accident was reported to the
Commissioner of Labour through the main
contractor.
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Details of the
accident and nature
of injuries

Date of the

No. accident

Accidents involving litigation and claims
L. Nil Nil

For the calendar year of 2014
Accidents settled by mutual agreement
L. Nil Nil

Accidents reported to main contractor

1. 28 February
2014

An employee of us
suffered back injury
resulting in residual
back pain during the
course of foundation
works.

2. 2 May 2014 An employee of us
suffered certain
injuries during the
course of foundation
works.

3. 24 June 2014 An employee of us
suffered certain
injuries during the
course of foundation

works.

4. 24 June 2014  An employee of us
suffered injury to
the left wrist during
the course of

foundation works.

5. 26 August
2014

An employer of us
suffered certain
injuries during the
course of foundation
works.
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Consequences

Nil

Nil

The incident has been fully settled after
compensation was made by our Group to
the injured employee. The accident was
reported to the Commissioner of Labour
through the main contractor.

The main contractor confirmed that the
injured person was still on leave and the
case was being monitored by the main
contractor and its insurer. The accident
was reported to the Commissioner of
Labour through the main contractor.

The main contractor confirmed that the case
had been referred to its insurer. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor confirmed that the case
had been referred to its insurer. The
accident was reported to the
Commissioner of Labour through the main
contractor.

The main contractor has been notified about
the case. The accident was reported to the
Commissioner of Labour through the main
contractor.
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Details of the

Date of the accident and nature
No. accident of injuries
6. 23 September ~ An employee of us
2014 suffered back injury

during the course of
foundation works.

Accidents involving litigation and claims

L. Nil Nil

Consequences

We granted a 35-day leave to the injured
employee. The main contractor has been
notified about the case. Advance payment
was made by us to the injured employee
regarding the injury he suffered. The
accident was reported to the
Commissioner of Labour through the main
contractor.

Nil

For the period from 1 January 2015 to the Latest Practicable Date

Accidents reported to the Commissioner of Labour

I. 12 January An employee of us
2015 suffered laceration
and cut to the finger
during the course of
ground investigation
field works.

2. 13 July 2015 An employee of us
suffered back sprain
during the course of
ground investigation
field works.

Accidents settled by mutual agreement
1. Nil Nil

Accidents reported to main contractor

1. Nil Nil

Accidents involving litigation and claims

1. Nil Nil
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The accident was reported to the
Commissioner of Labour.

The accident was reported to the
Commissioner of Labour.

Nil

Nil

Nil
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The following table sets out the comparison of the accident rate per 1,000 workers and
fatality rate per 1,000 workers of our Group against the relevant construction industry
average rates in Hong Kong:

Construction
industry
average rate Our Group’s
(Note 1) rate (Note 2)
2012
Accident rate per 1,000 workers 443 88.0
Fatality rate per 1,000 workers 0.337 -
2013
Accident rate per 1,000 workers 40.8 77.7
Fatality rate per 1,000 workers 0.277 -
2014
Accident rate per 1,000 workers N/A 33.6
Fatality rate per 1,000 workers N/A -
2015 (from 1 January to 30 June (both days
inclusive))
Accident rate per 1,000 workers N/A 12.1
Fatality rate per 1,000 workers N/A -
Notes:

1. The figures are from the Occupational Safety and Health Statistics 2013 (August 2014) by
Occupational Safety and Health Branch, Labour Department.

2. Our Group’s injury rate is calculated with reference to the definition of injury rate under the
Occupational Safety and Health Statistics 2013 (August 2014) by Occupational Safety and Health
Branch, Labour Department, which is the number of work injuries resulting in total or partial
incapacity of our employees for a period exceeding 3 days, divided by our monthly average
construction site employees, during a calendar year.

For the calendar years 2012, 2013, 2014 and for the period from 1 January 2015 to the
Latest Practicable Date, we recorded no fatal injuries for our projects and so the fatality
rates of our projects were lower than the construction industry average rates in Hong Kong.

A table showing our Group’s lost time injuries frequency rates (LTIFRs) is set out
below:

2012 29.6
2013 26.2
2014 11.4
2015 (from 1 January to 30 June (both days inclusive)) 4.2
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Notes:

1. LTIFR is a frequency rate that shows how many lost time injuries (LTIs) occurred over a specified
time (e.g. per 1,000,000 hours) worked in a period. The LTIFR is calculated as multiplying the
number of lost time injuries of our Group happened in the calendar year by 1,000,000 and then
dividing by the number of hours worked by the workers over that calendar year.

2. Our LTIs were determined based on payroll record of our Group.

3. The number of working days of workers for 2012, 2013, 2014 and 2015 (from 1 January to 30 June
(both days inclusive)) were approximately 43,916 days, 49,575 days, 52,614 days and 23,861 days
respectively. It is assumed that the working hour of each worker is ten hours per day.

For the calendar years 2012, 2013, 2014 and 2015 (from 1 January to 30 June (both
days inclusive)), we experienced drops of accident rates and LTIFRs. Our Directors believe
that it was primarily due to two factors: (i) decrease of number of work injuries resulting in
total or partial incapacity of our employees for a period of exceeding 3 days, which was
mainly attributable to our increased awareness to work safety; and (ii) increase of number of
our construction site employees.

Occupational health and safety measures

Accident prevention in work place is our focus. We found that nature of work injuries
during the Track Record Period generally included sprain and strain, laceration and cut, or
contusion and bruise. We have not experienced in any significant incidents or accidents in
relation to work safety. In view of our relatively higher accident rate than the construction
industry average accident rate during the Track Record Period, on 1 September 2014, we
engaged an external safety consultant, an Independent Third Party, to have comprehensive
safety review on our existing safety management system.

The objectives of engagement of our external safety consultant are in two-fold: (i) to
assist us to review our existing occupational safety and health management system
(“OSHMS”) with particular emphasis for implementing safe working procedures, training of
operational staff for safety for the specific needs of our business; and (ii) to provide
recommendation on the OSHMS to enhance workplace safety by proactive and systematic
approach for continual improvement with focus on accident prevention including:

° Advising us as to measures to be taken in the interest of safety and health of our
employees and implementing such measures;

e  Advising and assisting on the implementation of a safety management system;
° Inspecting the workplace to identify potential hazards in order to prevent accident;

° Advising us of any repair or maintenance in respect of premises, plant and
equipment; and

e Investigating accidents or incidents to find out the cause of any accident or
incident and to develop prompt arrangements to prevent recurrence.
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BUSINESS

The following sets out the major OSHMS measures implemented by us pursuant to the
recommendation of our external safety consultant:

Relevant type of work injury Safety measures and requirements

Contusion and bruise injury In-house safety rules are developed and all
caused by operating heavy workers are required to strictly follow the
machinery standard procedures. Only qualified, competent

and trained workers are allowed to operate the
heavy machinery. We also provide awareness
training to supervisory staff to enforce their skills
and knowledge in monitoring and improving the
workplace safety and health in November 2014.

Sprain and strain injury caused by = Manual handling occurs in almost all working
manual handling environments especially in the construction
industry. Work-related low back pain and injuries

happened. We provide information and specific

training to workers on tasks, and the correct use

of equipment and correct handling techniques in

November 2014, December 2014 and January

2015.
Laceration and cut, contusion and  In-house safety rules are developed and all
bruise injury caused by lifting workers are required to strictly follow the
operation standard procedures. All workers who are required

to operate the lifting appliance have received
appropriate training on general safe lifting
operations in November 2014 and January 2015.
All lifting appliance have regular maintenance, to
ensure they always keep in good operating
condition. All workers should wear proper
personal protective equipment including, safety
helmets, reflective vest, safety footwear and safety
gloves.

In addition, to enhance our OSHMS, we have provided awareness training to
supervisory staff to enforce their skills and knowledge on safety management system. Our
front line supervisors are also required to carry out safety observations with record to show
their involvement. As at the Latest Practicable Date, we had two registered safety officers
for Wan Kei Engineering and Chung Shun respectively.

Since the engagement of our external safety consultant on 1 September 2014, we have
recorded three work injuries of our employees and two work injuries of our
sub-subcontractor’s employees up to the Latest Practicable Date. As such, our accident rate
for the period from 1 September in 2014 to 30 June 2015 was 14.0 per 1,000 workers,
which is significantly lower than the accident rate of 110.0 per 1,000 workers for the
corresponding period in from 1 September in 2013 to 30 June 2014.
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BUSINESS

Having considered (i) that the safety consultant engaged by our Group is on full-time
basis, is a registered safety officer in Hong Kong, has a degree of bachelor of science in the
field of computer science granted from Coventry University, has a diploma in occupational
health and safety granted by Li Ka Shing Institute of Professional and Continuing Education,
The Open University of Hong Kong, and has experience of three years in occupational
safety and health; and (ii) the reduction in our accident rate, our Directors are of the view,
and the Sole Sponsor concurs with their view, that the additional work safety measures are
adequate and effective in reducing the frequency of accidents at construction sites.

INSURANCE

Our Directors confirmed that during the Track Record Period, all our foundation works
projects were covered and protected by the employees’ compensation insurance and
contractor’s all risks insurance taken out by the employer of the construction project or the
main contractor, for the entire construction project. Such insurance policies covered and
protected all employees of main contractors and subcontractors of all tiers working in the
relevant construction site, and works performed by them in the relevant construction site.
For ground investigation field works, we are generally engaged as the main contractor and
obliged to maintain insurance policy to cover accidents and injuries happened in the relevant
construction site.

We maintain insurance policies to protect our offices and warehouses against a range of
contingencies, including, among others, loss and theft of, and damage to, our property,
machinery, equipment, and inventory. We also maintain personal injury insurance and
work-related injury insurance for our Directors and employees working in our offices and
warehouses. For machines acquired under finance leases or mortgages, the banks also
require us to maintain insurance coverage over those machines.

Our Directors believe that our current insurance policies provide sufficient coverage of
the risks to which we may be exposed to and are in line with the industry norm. For each of
the three years ended 31 March 2015, our insurance expenses were approximately HK$0.7
million, HK$0.9 million and HK$1.1 million respectively. During the Track Record Period
and up to the Latest Practicable Date, we had not made and did not make or had not been
the subject of any material insurance claim.

LEGAL PROCEEDINGS AND LEGAL COMPLIANCE

Our Controlling Shareholders have entered into the Deed of Indemnity whereby our
Controlling Shareholders have agreed to indemnify our Group, subject to the terms and
conditions of the Deed of Indemnity, in respect of any liabilities which may arise as a result
of any work injuries, outstanding litigations and claims, and non-compliances of our Group
on or before the date on which the [REDACTED] becomes unconditional. Further details of
the Deed of Indemnity are set out in the paragraph headed “Statutory and General
Information — E. Other Information — 1. Tax and other indemnities” in Appendix IV to this
document.
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BUSINESS

Legal compliance

Our Directors confirm that save as disclosed below under this paragraph headed
“Business — Legal Proceedings and Legal Compliance — Legal compliance”, we have
complied with all applicable laws and regulations in all material respects in Hong Kong
(being the principal jurisdiction in which we operate) during the Track Record Period and up

to the Latest Practicable Date.

Non-compliance with Government leases, Buildings Ordinance, Building (Construction)
Regulations and occupation permit

Set out below are non-compliance of Wan Kei Engineering and Chung Shun with

certain Government leases,
(Chapter 123B of the Laws of Hong Kong) (“BCR”) and occupation permit:

Relevant section of

the ordinance

Section 25(1) of the

Buildings
Ordinance

Particulars of the
non-compliance

Wan Kei Engineering
and Chung Shun
rented two units in
an industrial building
located in Mong

Kok as offices
(“Premises 17) as at
the Latest Practicable
Date.

Under the relevant
occupation permit,
the permitted use of
Premises 1 is
restricted to
workshop for
non-domestic uses.

As Premises 1 was
used by Wan Kei
Engineering and
Chung Shun as
offices during the
material time, and the
Building Authority
was not notified
regarding the change
of use, there was a
breach of the
conditions imposed
by the relevant
occupation permit
and section 25(1) of
the Buildings
Ordinance.

Buildings

Ordinance,

Reason(s) for the
non-compliance

The breach was not
wilful and was due to
the inadvertent
oversight of our
administrative staff
and absence of timely
and professional
advice at the material
time. Our Directors
had no direct or
wilful involvement in
the breach.
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Remedial action

Upon discovery of
such non-compliance
by our Directors in
around August 2014,
we immediately
remedied such breach
by changing the use
of Premises 1 to that
of workshop to
comply with the
relevant occupation
permit.

Building (Construction) Regulations

Estimated/actual
fine/penalty

Each of Wan Kei
Engineering and
Chung Shun is liable
to a maximum fine of
HK$100,000 and
their directors are
liable to a maximum
fine of HK$100,000
and imprisonment of
two years maximum.

Given that the breach
has been remedied
and there is no
evidence that the
previous breach
endangered the
public, our Legal
Counsel is of the
view that the chance
of prosecution of the
previous breach is
quite remote.
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Relevant section of
the ordinance

Regulation 90 of
the BCR

Regulation 90 of
the BCR

Particulars of the
non-compliance

As the partition wall
between certain parts
of Premises 1 and the
smoke lobby has been
removed for the
encroachment of the
smoke lobby by
Premises 1, there was
a breach of the Code
of Practice of Fire
Safety 2011 issue for
the compliance of
Regulation 90 of the
BCR.

Wan Kei Engineering
and Chung Shun
rented a parcel of
land located in Yuen
Long (“Subject Land
17) for its use of
open storage of
construction plant as
at the Latest
Practicable Date.
Among others, a
security guard watch
tower was erected on
Subject Land 1
(“Tower”).

Under the relevant
block Government
lease, Subject Land 1
is allowed to be used
as Padi (Agriculture).
Under a short term
waiver granted by the
Government, the
height of each of the
structures erected on
Subject Land 1
should not exceed
certain height above
the level of the
ground on which it is
erected.

As the building
height of the Tower
exceeded the
maximum height as
permitted under the
short term waiver,
there was a breach of
the relevant block
Government lease and
the short term waiver.

Reason(s) for the
non-compliance

The breach was not
wilful and was due to
the inadvertent
oversight of our
administrative staff
and absence of timely
and professional
advice at the material
time. Our Directors
had no direct or
wilful involvement in
the breach.

The breach was not
wilful and was due to
the inadvertent
oversight of our plant
staff and absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Upon discovery of
such non-compliance
by our Directors in
around August 2014,
we immediately
remedied such breach
by reinstating the
smoke lobby.

Upon discovery of
such non-compliance
by our Directors in
around August 2014,
we immediately
remedied such breach
by rebuilding the
Tower to conform to
the height restriction.

Estimated/actual
fine/penalty

Given that the breach
has been remedied,
our Legal Counsel is
of the view that there
is no longer any
non-compliance issue,
and there will not be
any action for the
previous breach.

According to the
relevant block
Government lease,
the Government is
entitled to re-enter
the Subject Land 1
and claim damages
against the respective
owners. If the
occupier fails to quit
or vacate Subject
Land 1 upon
receiving notice of
re-entry from the
Government, he may
also be liable to civil
claim by the
Government for
damages.

As advised by our
Legal Counsel, since
there is no longer any
breach on the block
Government lease and
the short term waiver,
the risk of any
enforcement action
by the Government
for the previous
breach is quite
remote.
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Relevant section of
the ordinance

Section 25(1) of the
Buildings
Ordinance

Particulars of the
non-compliance

Chung Shun rented
two units on different
floors of an industrial
building located in
Kwai Chung, New
Territories (“Premises
2 and 3”) as
warehouses as at the
Latest Practicable
Date.

Under the relevant
occupation permit,
the permitted use of
Premises 2 and 3 is
restricted to
workshop for
non-domestic uses.

As Premises 2 and 3
were used by Chung
Shun as warehouses
during the material
time, and the
Building Authority
was not notified
regarding the change
of use, there was a
breach of the
conditions imposed
by the relevant
occupation permit
and section 25(1) of
the Buildings
Ordinance.

Reason(s) for the
non-compliance

The breach was not
wilful and was due to
the inadvertent
oversight of our
administrative staff
and absence of timely
and professional
advice at the material
time. Our Directors
had no direct or
wilful involvement in
the breach.

- 197 -

Remedial action

Upon discovery of
such non-compliance
by our Directors in
around August 2014,
we immediately
remedied such breach
by changing the use
of Premises 2 and 3
to that of workshop
to comply with the
relevant occupation
permit.

Estimated/actual
fine/penalty

Chung Shun is liable
to a maximum fine of
HK$100,000 and its
directors are liable to
a maximum fine of
HK$100,000 and
imprisonment of two
years maximum.

Given that the breach
has been remedied
and there is no
evidence that the
previous breach
endangered the
public, our Legal
Counsel is of the
view that the chance
of prosecution of the
previous breach is
quite remote.
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Non-compliance with the Predecessor Companies Ordinance and Companies Ordinance

Our Directors confirm that they were aware of the occurrence of certain
non-compliances of our Group with the Predecessor Companies Ordinance in respect of
matters including among others, timely adoption of audited accounts, failure to convene
annual general meetings within the prescribed time and late filing of annual returns and
various forms of notice. As advised by our Legal Counsel, those non-compliance incidents
are time barred by the time limit for prosecution of three years under both Predecessor
Companies Ordinance and Companies Ordinance. Taking into account the above and the fact
that any loss, fee, expense and penalty of our Group in relation to non-compliance matters
will be fully indemnified by our Controlling Shareholders, our Directors consider that the
impact of them would be immaterial upon our Group. Save as the aforesaid, set out below
are non-compliance of Wan Kei Machinery, Chung Shun and Wan Kei Engineering with the
Predecessor Companies Ordinance and Companies Ordinance, which was not time barred as

at the Latest Practicable Date:

Relevant section of

the ordinance

Sections 111 and

122 of the
Predecessor
Companies
Ordinance

Particulars of the
non-compliance

Wan Kei Machinery
had failed to lay its
profit and loss
accounts and balance
sheets at its
respective annual
general meetings
within the prescribed
time limit in 2012,
2013 and 2014.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our staff
responsible for
supervision on
secretarial matters
and the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

The audited accounts
were laid before the
annual general
meeting subsequently
held.

Our Group had also
sought legal advice
on whether relief can
be obtained from the
Court. As advised by
our Legal Counsel,
based on the recent
judgments of the
Companies Court, the
Court will not grant
relief under section
122 of the
Predecessor
Companies Ordinance
because the Court is
of the view that such
relief has no practical
purpose in the
context of
[REDACTED]
application.

Estimated/actual
fine/penalty

Under the
Predecessor
Companies
Ordinance, the
maximum penalty to
each offence is
HK$300,000 and
imprisonment for 12
months, and
imprisonment of the
wilful defaulting
directors can only be
ordered if the Court
thinks that the
offence was
committed wilfully.

As advised by our
Legal Counsel, even
if there is any
prosecution, the
chance of an
imprisonment
sentence being
imposed is low.
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Relevant section of

the ordinance

Section 107 of the

Predecessor
Companies
Ordinance

Particulars of the
non-compliance

Wan Kei Machinery
had failed to include
the total amounts of
the indebtedness of
the company in
respect of all
mortgages and
charges which are
required to be
registered with the
Companies Registry
in the annual returns
of the years from
1999 to 2014.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our staff
responsible for
supervision on
secretarial matters
and the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

The amended forms
were duly filed on 5
January 2015.

Estimated/actual
fine/penalty

Under the
Predecessor
Companies
Ordinance, Wan Kei
Machinery and every
responsible person for
Wan Kei Machinery
commit an offence,
and the maximum
principle fine is
HK$50,000 and a
maximum daily fine
is of HK$700 for
each offence under
the Twelfth Schedule
of the Predecessor
Companies
Ordinance.

As advised by our
Legal Counsel, it is a
continuation offence
but due to the time
limit for prosecution
of three years, Wan
Kei Machinery and
its directors in default
can only be
prosecuted for a
period of three years
for each offence.

As advised by our
Legal Counsel, given
it was just an
inadvertent mistake
and amended forms
have been filed, the
chance of prosecution
is remote.
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Relevant section of
the ordinance

Section 628 of the
Companies
Ordinance and
section 95 of the
Predecessor
Companies
Ordinance

Particulars of the
non-compliance

Wan Kei Machinery
and Chung Shun had
failed to inform the
Companies Registry
of the change of
location of their
registers of members
within the prescribed
time limit in 2003.

Wan Kei Engineering
had failed to inform
the Companies
Registry of the
change of location of
its register of
members within the
prescribed time limit
in 1997 and 2003.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our staff
responsible for
supervision on
secretarial matters
and the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Amended forms were
filed on 5 December
2014.

Estimated/actual
fine/penalty

Under the
Predecessor
Companies
Ordinance, Wan Kei
Machinery, Chung
Shun, Wan Kei
Engineering and
every officer who
was in default shall
be liable for a
maximum principle
fine of HK$25,000
and a maximum daily
default of HK$700.
The penalties are the
same under the
Companies
Ordinance.

As advised by our
Legal Counsel, they
are continuation
offences but are
subject to the three
years’ time limit for
prosecution. Hence,
Wan Kei Machinery,
Chung Shun, Wan
Kei Engineering and
the directors in
default can only be
prosecuted for a
period of three years
for each offence.

As advised by our
Legal Counsel, given
they were just
inadvertent mistakes,
the chance of
prosecution is low.
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Relevant section of
the ordinance

Sections 645 and
652 of the
Companies
Ordinance and
section 158 of the
Predecessor
Companies
Ordinance

Particulars of the
non-compliance

Chung Shun and Wan
Kei Engineering had
failed to inform the
Companies Registry
of the change of
address of its officers
within the prescribed
time limit in 1996
and 2000.

Wan Kei Machinery
had filed to inform
the Companies
Registry of the
change of address of
its officer within the
prescribed time limit
in 2000.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our staff
responsible for
supervision on
secretarial matters
and the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

The relevant forms
were filed on 5
December 2014, 28
January 2015 and 4
February 2015.

Estimated/actual
fine/penalty

Under the
Predecessor
Companies
Ordinance, Chung
Shun, Wan Kei
Engineering, Wan Kei
Machinery and every
officer who was in
default shall be liable
to a maximum
principle fine of
HK$10,000 and a
maximum daily
default fine of
HK$300. Under the
Companies
Ordinance, the
penalties are
increased to
HK$25,000 for the
maximum principle
fine and HK$700 for
the maximum daily
default fine.

As advised by our
Legal Counsel, the
chance of prosecution
for those breaches in
the past which have
already been
remedied is low.
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Relevant section of
the ordinance

Section 662 of the
Companies
Ordinance

Particulars of the
non-compliance

Wan Kei Engineering
had failed to include
the location of its
register of members
in the annual return
of 2014.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our staff
responsible for
supervision on
secretarial matters
and the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Amended form was
filed on 5 December
2014.

Estimated/actual
fine/penalty

Under the Companies
Ordinance, Wan Kei
Engineering and
every responsible
person are liable to a
maximum principle
fine of HK$50,000
and a maximum daily
default fine of
HK$1,000.

As advised by our
Legal Counsel, it is a
continuation offence
but due to the time
limit for prosecution
of three years, Wan
Kei Engineering and
the responsible
person can only be
prosecuted for a
period of three years
for the offence.

As advised by our
Legal Counsel, given
it was just an
inadvertent mistake
and no action has
been taken so far and
amended forms have
been filed, the chance
of prosecution is low.
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Non-compliance with the Inland Revenue Ordinance

Set out below are non-compliance of Wan Kei Engineering and Chung Shun with the
Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong) (“IRO”):

Relevant section of
ordinance

Sections 52(4) and
52(5) of the IRO

Particulars of the
non-compliance

Wan Kei Engineering
and Chung Shun
failed to give the
required notice (Form
56E) under the IRO
to the Commissioner
of Inland Revenue
not later than three
months after the date
of commencement of
employment of an
individual concerning
126 employees and 2
employees,
respectively, from
2008 to 2014.

Wan Kei Engineering
and Chung Shun
failed to give the
required notice (Form
56F) to the
Commissioner of
Inland Revenue not
later than one month
before ceasing to
employ an individual
concerning 32
employees and 3
employees,
respectively, from
2008 to 2014.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our
accounting staff and
the absence of timely
and professional
advice at the material
time. Our Directors
had no direct or
wilful involvement in
the breach.

—-203 -

Remedial action

The relevant forms
56E have been filed
in around November
2014. Our Group was
informed by the
Inland Revenue
Department not to
file the forms 56F as
remedial action. As at
the Latest Practicable
Date, we had not
received any request
of the Inland
Revenue Department
for filing of the
relevant Form 56F.

Estimated/actual
fine/penalty

Section 80 of the
IRO provides that
any person without
reasonable excuse
fails to comply with
sections 52(4) or
52(5) of the IRO
shall be guilty of an
offence and the
maximum penalty for
each offence is
HK$10,000.

Under section 80(3)
of the Inland
Revenue Ordinance,
the time limit of
prosecution of this
kind of defaults is
either in the year of
assessment in respect
of or during which
the offence was
committed or within
6 years after the
expiration thereof.

As advised by our
Legal Counsel, the
offence is quite minor
and technical in
nature, and since the
Inland Revenue
Department was
aware of the
employment affairs of
Wan Kei Engineering
and Chung Shun from
the employer’s return
of remuneration and
pensions and the list
of employee which
had been duly filed
by us, prosecution
under these
circumstances is
uncommon so the
chance of prosecution
is remote.
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Non-compliance with the Mandatory Provident Fund Schemes Ordinance

Set out below are non-compliance of Wan Kei Engineering and Chung Shun with the
Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong)

(“MPFSO”):

Relevant section of

the ordinance

Section 7A of the

MPFSO

Particulars of the
non-compliance

There were a number
of our employees and
ex-employees who
were all casual
workers on a daily
salary basis
mistakenly entered
into a written
contracts of
employment setting
out that they were
employed for a
period of 12 months.
Since our position is
that only causal
workers were
employed, so for
MPF contribution, the
amount paid was and
still is not 5% of the
monthly income but
rather a lower rate
applicable to causal
workers under section
2(2) MPFSO.

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our
human resource staff
who used the
incorrect template of
employment contract
for fixed employment
period of 12 months,
instead of for our
casual workers on a
daily salary basis,
due to the absence of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Upon discovery of
the breach, we have
corrected the
mistakes by inviting
our employees and
ex-employees to sign
deeds of rectification
to confirm, clarify
and rectify their
employment status as
our casual workers on
a daily salary basis.
Save and except there
were 14 ex-employees
we failed to contact
with and so could not
sign the deeds of
rectification, the rest
of our employees and
ex-employees have
signed the deeds of
rectification. As
advised by our Legal
Counsel, with the
deeds of rectification,
our previous MPF
contributions were
justified and
complied with section
2(2) MPFSO.

Estimated/actual
fine/penalty

Each of Wan Kei
Engineering and/or its
directors may be
subject to:

A fine up to
HK$100,000 and
imprisonment for 6
months on the first
occasion on which
the person is
convicted of the
offence and a fine up
to HK$200,000 and
imprisonment for 1
year on each
subsequent conviction
of the offence.

As advised by our
Legal Counsel, given
that payments of the
differences were
made, and the MPF
Authority was
informed about the
situation, the chance
of prosecution was
not high and even if
there is any
prosecution and
assuming we are
convicted, the chance
of imprisonment is
low.
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Relevant section of  Particulars of the Reason(s) for the Estimated/actual
the ordinance non-compliance non-compliance Remedial action fine/penalty

Without admission of
any criminal liability
in failing to comply
with section 7A
MPFSO, we informed
the MPF Authority of
the situation. We
subsequently made
payments for the
difference in MPF
contributions for
those 14
ex-employees, in
aggregate at the total
sum of around
HK$4,800 in January
2015.

—-205 -
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Relevant section of
the ordinance

Section 7A of the
MPFSO

Particulars of the
non-compliance

The amount of MPF
contribution paid to
15 employees of
Chung Shun was
lower than the
maximum MPF
contribution or 5% of
the monthly income
(whichever is lower).

Reason(s) for the
non-compliance

The omission was not
wilful and was due to
the inadvertent
oversight of our
accounting staff who
did not take into
account part of the
remuneration of those
employees in the
MPF calculation due
to lack of timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Upon discovery of
the breach, we have
made up the
difference in MPF
contributions for
those 15 employees
of Chung Shun, in
aggregate at the total
sum of HK$121,132
in February 2015.

Estimated/actual
fine/penalty

Each of Chung Shun
and/or its directors
may be subject to:

A fine up to
HK$100,000 and
imprisonment for 6
months on the first
occasion on which
the person is
convicted of the
offence and a fine up
to HK$200,000 and
imprisonment for 1
year on each
subsequent conviction
of the offence.

As advised by our
Legal Counsel, the
chance of prosecution
was not high and
even if there is any
prosecution and
assuming we are
convicted, the chance
of imprisonment is
low.
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Non-compliance with the Employees’ Compensation Ordinance

Set out below are non-compliance of Wan Kei Engineering with the Employees’
Compensation Ordinance (Chapter 282 of the Laws of Hong Kong) (“ECO”):

Relevant
section of
ordinance

Section 15(1A)
of the ECO

Particulars of the
non-compliance

Under section 15(1A)
of the ECO, we have
the duty to report
work injuries of our
employees to the
Commissioner of
Labour.

There are 54 cases of
work injuries of our
employees which
were not reported to
the Commissioner of
Labour.

Reason(s) for the
non-compliance

The breach was not
wilful and was due to
the inadvertent
oversight of our
administrative staff
who had mistakenly
believed that work
injury with mutual
settlement was not
required to be
reported to the
Commissioner of
Labour due to lack of
timely and
professional advice at
the material time.
Our Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

Not applicable as
advised by our Legal
Counsel, unlike
certain statutory
non-compliances such
as failure to lay
audited accounts and
balance sheet under
the Companies
Ordinance, which can
be remedied by the
sanction of the Court,
the requirement of
notice of accident
under ECO has no
statutory scheme
prescribed to remedy
such non-compliance
and such liability is
not absolvable.
Despite that, Wan Kei
Engineering has filed
18 notices of work
accident in relation to
54 cases of the
unreported work
injuries to the
Commissioner of
Labour on 14 April
2015. Wan Kei
Engineering is unable
to file notices of
work accident in
relation to the
remaining unreported
work injuries as not
being able to
complete the relevant
notices by providing
correctly verified
information and
details required
therein due to lapse
of time.

Estimated/actual
fine/penalty

Under section 15(6) of
the ECO, if there is no
reasonable excuse, failure
to give such notice will
result in criminal liability
on the part of Wan Kei
Engineering and it is
liable to a maximum fine
of HK$50,000.00.

As advised by our Legal
Counsel, it is difficult to
ascertain the likelihood
of Wan Kei Engineering
being subject to
prosecution as it is at the
discretion of the
Commissioner of Labour.
However, there is no
imprisonment sentence to
be imposed on the
directors of Wan Kei
Engineering and the only
criminal liability
applicable to Wan Kei
Engineering is imposing
fines. The maximum
potential liability to be
incurred by Wan Kei
Engineering is
HK$2,700,000. As
advised by our Legal
Counsel, the chance of
the court imposing
maximum penalty on
Wan Kei Engineering is
highly unlikely since it is
only for the worst type
of case. If there is no
prejudice to the
entitlements of the
injured workers, our
Legal Counsel does not
think they are the worst
type of cases. Further,
upon a guilty plea, the
court is bound to give a
one third discount to
sentence.
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Non-compliance with the Complementary Tax Regulation {JIr{sfli7cmi =FE)

Set our below is non-compliance of Wan Kei (Macau) with the Complementary Tax

Regulation {FrffHiEfi®=RE) (“CTR”):

Relevant
section of
ordinance

Section 64 of
the CTR

Particulars of the
non-compliance

In around March 2014,
Wan Kei (Macau)
submitted certain
information based on the
estimated financial
information in
accordance with the
Macau GAAP for the
financial year ended 31
December 2013 in
relation to its
complementary tax (B
class) to the Finance
Department of the
government of Macau.
After the assessment, the
assessable profit was
MOP$1,061,900 and the
relevant complementary
tax payable was
MOP$91,428, which was
fully settled in around
August 2014.

Nevertheless, it was
subsequently discovered
that the information
submitted in around
March 2014 was
incomplete and
inaccurate. The
assessable profit of Wan
Kei (Macau) for the
financial year ended 31
December 2013 should
be MOP$10,294,489.82.
It is mainly because (i)
the actual cost incurred
by Wan Kei (Macau) was
lower resulting in the
increased profit at around
MOPS$6 million generally
due to, as confirmed by
our Directors, the
situation that the project
proceeded smoothly and
efficiently resulting in
the decreased actual cost
incurred including the
sub-subcontracting cost;
and (ii) Wan Kei (Macau)
mistakenly treated its
sub-subcontracting costs
and rental costs, at the
total sum of around
MOP$4 million, as tax
deductible items.

Reason(s) for the
non-compliance

The shortfall of cost
incurred was due to
the situation that the
project proceeded
smoothly and
efficiently resulting
in the decreased
actual cost incurred
including the
sub-subcontracting
cost, and the mistake
on tax deductible

items was not willful.

Our Directors had
relied on the advice
of our external
Macau accountants
for filing to the
Macau authority. Our
Directors had no
direct or wilful
involvement in the
breach.
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Remedial action

By a letter dated 18
December 2014, Wan
Kei (Macau)
voluntarily informed
the Finance
Department of the
government of Macau
in writing about the
relevant shortfall and
mistake, and
indicated its
willingness to repay
the additional
complementary tax as
a result thereof.

As advised by our
legal advisers as to
Macau law, with the
revised assessable
profit, Wan Kei
(Macau) may need to
pay an additional
complementary tax at
around MOP$1.07
million, subject to the
assessment of the
Finance Department
of the government of
Macau. Accordingly,
we have made the
relevant tax
provision.

Estimated/actual
fine/penalty

As advised by our
legal advisers as to
Macau law, Wan Kei
(Macau) would be
subject to a fine from
MOPS$100 to
MOP$10,000. In
addition, if it was
held that Wan Kei
(Macau) deliberately
submitted incomplete
and inaccurate
information, then
directors of Wan Kei
(Macau) could be
liable to
imprisonment from
one to five years.

As advised by our
legal advisers as to
Macau law, since it
was a non-wilful
mistake of Wan Kei
(Macau) of
submitting incomplete
and inaccurate
information and the
mistake had been
voluntarily reported
to the relevant Macau
authority by us,
prosecution action by
relevant authorities
against then directors
of Wan Kei (Macau)
is unlikely.
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INTERNAL CONTROL MEASURES
Internal control measures to prevent the recurrence of non-compliance incidents

I. We have engaged Kingsway Capital Limited as our compliance adviser upon
[REDACTED] to advise us on compliance matters under the Listing Rules.

2. On 9 May 2015, we established a legal compliance committee (the “Legal Compliance
Committee”) for the purpose of assisting in overseeing our compliance with laws and
regulations relevant to our operations as well as the adequacy and effectiveness of our
regulatory compliance procedures and system. The Legal Compliance Committee
comprises (i) Mr. WS Lau, our Chairman and our executive Director, (ii) Mr. Ling Yat
Hin, our company secretary, and (iii) Mr. Law Yiu Sing, our independent non-executive
Director. Please refer to the section headed “Directors, Senior Management and Staff”
in this document for further details on the qualifications and experience of the
members of the Legal Compliance Committee. The Legal Compliance Committee shall:

e review the effectiveness of our regulatory compliance procedures and system,
which will cover all material procedures, including operational and compliance
procedures and risk management functions, and consider the adequacy of
resources, staff qualifications and experience, training programmes and budget of
our regulatory compliance function;

° advise our audit committee in overseeing our corporate governance functions
which include (i) developing and reviewing our policies and practices on
corporate governance and make recommendations to our audit committee on a
quarterly basis, (ii) reviewing and monitoring the training and continuous
professional development of our Directors and senior management; (iii) reviewing
and monitoring our policies and practices on compliance with legal and regulatory
requirements; (iv) developing and reviewing the code of conduct and compliance
manual applicable to our employees and Directors; and (v) reviewing our
compliance with the Corporate Governance Code set out in Appendix 14 to the
Listing Rules and the disclosure in the Corporate Governance Report;

e report to our audit committee for any actual or suspected non-compliance issues
on a quarterly basis, and engage external professional advisers, such as lawyers
and accountants, to assist in the preparation of recommendations for consideration
by our audit committee and for further presentation to our Board if considered
appropriate; and

e review the effectiveness of our on-going measures to prevent future
non-compliance incidents and the internal control measures adopted by our audit
committee and provides updates on the applicable laws related to our business
operations with the assistance of external professional parties including internal
control consultant and external legal advisers from time to time.
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3. Regular training given by external legal advisers will be arranged at least annually for
all of our Directors, company secretary, financial controller and senior management
members so as to discuss and study the relevant regulatory requirements in relation to
our responsibilities and duties under the laws and regulations relevant to our business
operations. In additional, specific training courses regarding internal control framework
of the Committee of Sponsoring Organisations of the Treadway Commission will be
sought and provided by our Company to our Directors and senior management.

4.  We have engaged CT Partners to conduct annual reviews on our internal controls for
the years ending 31 March 2016 and 2017. Such reviews will focus on the status of
implementation of the recommended remedial actions in areas where deficiencies and
weaknesses were identified, the effectiveness of our internal control measures
implemented, and the standards and effectiveness of our corporate governance,
operations and management to ensure our compliance with the Listing Rules and the
applicable Hong Kong laws and regulations.

5. Our Group will seek professional advice and assistance from independent internal
control adviser, external legal advisers and/or other appropriate independent
professional advisers with respect to matters related to our internal controls and
compliance when necessary and appropriate. We have engaged legal advisers in Hong
Kong and will continue doing so after the [REDACTED] to provide with us timely
legal advice as and when necessary.

6. We have established a compliance manual which shall be observed by our Directors
and employees. The department head of each of our departments shall be responsible
for making all relevant staff aware of the compliance manual and for ensuring that they
comply with the principles in the manual. Further, the compliance manual will lay
down procedures that our staff have to follow in relation to, among others, timely and
due report of work injuries to Commissioner of Labour to ensure compliance with the
Employees’ Compensation Ordinance.

7. In accordance with the compliance manual, internal reporting procedures have been
adopted for each member of our Group which among other matters, specify a
designated person who is a director, the general manger or chief executive of the
member of our Group to timely report any material decision to be made by the member
of our Group to our Board with the designate person’s view after seeing appropriate
legal advice, if applicable. All the material decisions of each member of our Group
shall be made after obtaining the approval of our Board. Whenever it is considered
reasonable and necessary, our Board will seek appropriate legal advice when
considering the decision to be made by any member of our Group.

8. On 28 November 2014, our Directors attended training sessions conducted by our legal
advisers as to Hong Kong law on the on-going obligations and duties of a director of a
company whose shares are listed on the Stock Exchange.

9. On 9 May 2015, we established an audit committee which comprises all independent

non-executive Directors, namely Mr. Law Yiu Sing, Mr. Ong Chi King and Mr. Ho Ho
Ming. The audit committee has adopted its terms of reference which sets out clearly its
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duties and obligations to,

among other things, overseeing the internal control

procedures and accounting and financial reporting matter of our Group, and ensuring
compliance with the relevant laws and regulations.

In relation to specific non-compliance incidents, we have adopted the following

measures:
Issues

Usage of the leased properties
breached the Buildings
Ordinance, BCR and
Government lease and
occupation permit

Measures to ensure compliance

With regards to non-compliance in relation to the
Government lease, Buildings Ordinance, Building
(Construction) Regulations and occupation permit
in respect of permitted use of properties, we will
seek professional advices and will only enter into
such arrangement regarding the use of properties
and additional/alteration of building works if the
opinion of the external legal adviser is that the
arrangement complies with relevant Hong Kong
laws and regulations.

All additions/alterations in any leased and/or
owned properties will require confirmation from
an authorised person under the Building
Ordinance that such addition/alteration does not
constitute an unauthorised building works or
breach of the Buildings Ordinance or relevant
Hong Kong laws and regulations before such
addition/alteration is carried out.

Our administration department is responsible to
handle all the matters in relation to leasing and
acquiring of premises and supervised by our
executive Director, Mr. CH Lau. Mr. CH Lau will
inspect the premises in person and arrange a land
search to be performed internally. If Mr. CH Lau
reasonably suspects the existence of any
unauthorised building works upon his inspection
or the land search result of the premises reveals
there were any record, notice or warnings in
relation to unauthorised building works issued
against the premises, we will seek relevant legal
advice and will not proceed with the acquisition
or lease.
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Failed to comply with the With regard to the non-compliance in relation to
Predecessor Companies the Companies Ordinance and Predecessor
Ordinance and Companies Companies Ordinance, our financial controller and
Ordinance company secretary, Mr. Ling Yat Hin, who

obtained a Bachelor of Business Administration in
Accountancy from the City University of Hong
Kong awarded in 2004 and was admitted as an
associate member of the Hong Kong Institute of
Certified Public Accountants in January 2010 (for
more of his information, please refer to the
paragraph headed “Directors, Senior Management
and Staff — Directors and Senior Management —
Senior Management”), has been responsible for
keeping the filing register up to date from time to
time and as required by the relevant Hong Kong
laws and regulations starting from December 2014
and we will seek legal advice from external legal
advisers to ensure ongoing compliance.

Mr. Ling Yat Hin will report to our Legal
Compliance Committee in the future in the event
of any non-compliance with the Companies
Ordinance and Predecessor Companies Ordinance.
Further, our external legal adviser will, on an
annual basis, report to our Legal Compliance
Committee on the compliance of the laws and

regulations.

Failed to give notice for With regard to the non-compliance in relation to
commencement and cessation the Inland Revenue Ordinance, our financial
of employment of its controller and company secretary, Mr. Ling Yat
employees as required under Hin and our business manager, Mr. Yeung Wai
the IRO Keung Toby, who will report directly to our

Directors, will handle all tax related matters to
ensure compliance with the IRO. Further, we will
seek legal advice from external legal advisers to
ensure ongoing compliance.

Mr. Ling Yat Hin will report to our Legal
Compliance Committee in the future in the event
of any non-compliance with the IRO.

We will appoint external tax advisers to ensure

compliance with the relevant Hong Kong tax laws
and regulations.
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Employees’ MPF contribution did ~ Our Company has sought legal review of our
not meet the regulatory employment contracts and made amendments to
requirements our employment contracts to ensure our

compliance with the MPF requirements in the
future. All MPF related matters of our Group will
be handled by our finance department supervised
by our executive Director, Mr. CH Lau and our
financial controller, Mr. Ling Yat Hin. In addition,
with the support and assistance of our external
legal advisers, our finance department will, on an
annual basis, report to our Legal Compliance
Committee on the compliance with the MPF laws
and regulations.

Our accountant will handle all MPF related
matters to ensure all MPF payments have been
properly and timely made in accordance with the
MPFSO and liaise with our MPF service provider
from time to time to obtain updated rules and
regulations on MPF schemes and related
regulations.

Our finance department will, on an annual basis,
report to our Legal Compliance Committee on the
compliance with the MPF laws and regulations.

Failed to report certain work Our internal safety officers, under the supervision
injuries of its employees to the  of our executive Director, Mr. CH Lau, are
Commissioner of Labour as responsible to ensure all our employees’ accidents
required under the ECO or injuries will be reported to the Commissioner

of Labour within 3 days through the main
contractors or by us.

Mr. CH Lau will liaise with the main contractor
to ensure all accidents or injuries (that are
reported by us to them) will be reported to the
Commissioner of Labour by the main contractor
within 3 days, failing which we will report to the
Commissioner of Labour forthwith to ensure
compliance with the ECO.

Y Y Wong Safety Consultants Limited will review
and report to our Legal Compliance Committee on
semi-annual basis on the compliance with the
ECO.
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Macau subsidiary submitted tax With regard to the non-compliance in relation to
information that did not comply the Complementary Tax Regulation ({34 7fi®
with the CTR ), our financial controller and company

secretary, Mr. Ling Yat Hin, is responsible for the
completeness and accuracy of the complementary
tax with assistance from our auditors, external
Macau tax and legal advisers to ensure
compliance with the relevant Macau tax laws.

Mr. Ling will attend training sessions conducted
by external Macau tax advisers.

We will appoint external tax advisers to ensure
compliance with the relevant Macau tax laws.

Mr. Ling Yat Hin will report to our Legal
Compliance Committee in the future in the event
of any non-compliance with the Macau tax laws.

Review by CT Partners

On 29 July 2014, we engaged CT Partners to perform a detailed evaluation under the
Committee of Sponsoring Organisations of the Treadway Commission’s 2013 framework of
the adequacy and effectiveness of our Group’s internal control system including the areas of
financial, operation, compliance and risk management. Following such review and evaluation
performed by CT Partners, our Group has implemented all of the recommendations given by
CT Partners on our internal control system.

CT Partners is a company rendering internal control review services, which has been
previously engaged in internal control review projects for a number of companies listed on
the Stock Exchange. Besides, the engagement team of CT Partners includes a Certified
Internal Auditor, members of the Hong Kong Institute of Certified Public Accountants, a
member of the Society of Chinese Accountants & Auditors, a fellow member of the
Association of Chartered Certified Accountants, a member of the Association of International
Accountants, a member of Certified General Accountants Association of British Columbia,
and a member of the Taxation Institute of Hong Kong and a Certified Tax Adviser (HK).

In relation to the non-compliance incidents mentioned above, CT Partners has reviewed
and provided recommendations to our internal control designs for preventing the recurrence
of the above-mentioned non-compliance incidents. Key measures adopted and to be adopted
by our Group pursuant to the recommendations of CT Partners are set out in the paragraph
headed “Business — Internal Control Measures — Internal control measures to prevent the
recurrence of non-compliance incidents” in this document.

On 6 February 2015, CT Partners performed follow up review in this connection and

the result of the follow up review was that we did not note any statement of findings of
material weakness or material insufficiency in our Group’s internal control system.
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View of our Directors and the Sole Sponsor
Taking into consideration that:

° our Directors had no direct involvement in each of the non-compliance incidents.
The relevant works were generally handled by our administrative, plant or
accounting staff at the material time;

e the non-compliance incidents were unintentional, did not involve any dishonesty
or fraudulent act on the part of our Directors, and did not raise any question as to
the integrity of our Directors;

° upon discovery of the non-compliance incidents, our Directors immediately
carried out remedial actions and had fully rectified all of the non-compliance
incidents, if applicable;

e our Group has engaged/will engage external legal advisers, safety consultants and
tax advisers for ensuring strict compliance with the relevant laws and regulations,
and has also implemented the abovementioned internal control measures,
including, among others, regular reporting by our staff to our Legal Compliance
Committee and external training of our staff, to prevent recurrence of the
non-compliance incidents; and

° there has been no recurring of similar non-compliance incidents since the
implementation of such measures,

Our Directors confirm, and the Sole Sponsor concurs that, the abovementioned internal
control measures implemented are sufficient and could effectively ensure a proper internal
control system of our Group and prevent the recurrence of any non-compliance incidents.
Therefore the likelihood of recurring of similar non-compliance incidents is minimal.

Our Directors further confirm, and the Sole Sponsor concurs that, our executive
Directors are competent to manage our Group’s business in a law abiding manner, and the
abovementioned non-compliance incidents would not affect the suitability of our executive
Directors under Rules 3.08 and 3.09 of the Listing Rules or the suitability of [REDACTED]
of our Company under Rule 8.04 of the Listing Rules.

INTELLECTUAL PROPERTY RIGHTS

As at the Latest Practicable Date, we owned two registered trademarks in Hong Kong.

Information relating to our intellectual property rights is set out in the paragraph
headed “Statutory and General Information — B. Further Information about the Business — 2.
Intellectual property rights of our Group” in Appendix IV to this document.

As at the Latest Practicable Date, we are not aware of any infringement (i) by our

Group of any intellectual property rights owned by any third parties; or (ii) by any third
party of any intellectual property rights owned by us. During the Track Record Period and
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up to the Latest Practicable Date, there had not been any pending or threatened material
claims made against us, nor had there been any material claims made by us against third
parties, with respect to the infringement of intellectual property rights owned by us or third
parties.
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DIRECTORS AND SENIOR MANAGEMENT

Our Board consists of eight Directors, comprising five executive Directors and three
independent non-executive Directors. Our Directors are supported by our senior management
in the day-to-day management of our business. The following table sets out the information

in respect of our Directors and senior management:

Date of
appointment
Date of as Director/
joining our senior
Name Age Group management
Executive Directors
Mr. Lau Woon Si 78 May 1998 28
(BIME) November,
2014
Mr. Lau Chi Hing 44 October 1998 28 November
(BIE5) 2014
Mr. Fong Hon 57 July 1995 28 November
Hung (77 #%) 2014

-217 -

Position and
responsibilities in our
Group

Chairman and executive
Director, responsible for
the overall management,
overseeing marketing
and engineering work,
and the chairman of our
nomination committee

Vice Chairman and
executive Director,
responsible for the
formulation of corporate
development strategies,
overseeing the daily site
operations, regulatory
compliance of projects
and the member of our
remuneration committee

Chief Executive Officer
and executive Director,
responsible for the
corporate strategic
planning, execution of
daily management and
administration of
business and operations,
and authorised signatory
of Wan Kei Engineering
under the register of
specialist contractors
(sub-register of
foundation works
category) maintained by
the Buildings
Department

Relationship with
other Directors, or
senior management

Father of Mr. CH
Lau and Mr. CS Lau

Son of Mr. WS Lau
and brother of Mr.
CS Lau

N/A
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Date of
appointment
Date of as Director/  Position and Relationship with
joining our  senior responsibilities in our other Directors, or
Name Age Group management  Group senior management

Mr. Leung Man 66 February 28 November Executive Director, N/A
Lun Stephen (% 1997 2014 responsible for overall
SUE) contract management,

internal control,
marketing and
engineering work,

the authorised signatory
of Chung Shun under the
register of specialist
contractors (sub-register
of ground investigation
field works category)
maintained by the
Buildings Department

Mr. Lau Chi Shing 52 May 2001 28 November Executive Director and Son of Mr. WS Lau
(BIEW) and rejoined 2014 project manager, and brother of Mr.
in February responsible for the CH Lau
2013 administration of human
resources of projects and
machinery management

Independent Non-Executive Directors
Mr. Ong Chi King 42 17 June 2015 17 June 2015 Independent non-executive ~ N/A
(£ Director, the chairman of
our remuneration
committee and the
member of our audit
committee and
nomination committee

Mr. Ho Ho Ming 43 28 November 28 November Independent non-executive N/A
(fT2) 2014 2014 Director and the member
of our audit committee,

Mr. Law Yiu Sing 48 28 November 28 November Independent non-executive  N/A
(ZRAESA) 2014 2014 Director, the chairman of
our audit committee and
the member of our
remuneration committee
and nomination
committee
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Date of
appointment
Date of as Director/  Position and Relationship with
joining our  senior responsibilities in our other Directors, or
Name Age Group management Group senior management
Senior Management
Mr. Lau Chi Shing 52 May 2001 28 November Executive Director and Son of Mr. WS Lau
(BIER) and rejoined 2014 project manager, and brother of Mr.
in February responsible for the CH Lau
2013 Nete) administration of human
resources of projects and
machinery management
Mr. Yeung Wai 46 June 1997 9 May 2015  Responsible for business N/A
Keung, Toby (153 development of our
) Group
Mr. Ling Yat Hin 32 October 2014 9 May 2015  Responsible for overseeing N/A
(VAT ) accounting activities of

our Group

Note: Mr. CS Lau has held directorship in Wan Kei Engineering since May 2001. Although Mr. CS Lau did
not work in Wan Kei Engineering between around May 2003 and around February 2013, he did not
resign as a director of Wan Kei Engineering. For more details, please refer to Mr. CS Lau’s
biography in the paragraphs below.

Executive Directors

Mr. Lau Woon Si (2//85F), aged 78, is our executive Director, Chairman, chairman of
our nomination committee and one of the Controlling Shareholders. Mr. WS Lau was
appointed as an executive Director on 28 November 2014. He is the father of Mr. CS Lau
and Mr. CH Lau. Mr. WS Lau is the founder of our Group and is primarily responsible for
the overall management and overseeing marketing and engineering work of our Group. Mr.
WS Lau has engaged in the foundation industry for more than 40 years. He first started the
business of drilling engineering works as a sole proprietor in 1964 and later set up an
incorporated company in 1991. He continued to run his own business of drilling engineering
until the acquisition of his incorporated company by an Independent Third Party in
approximately 1995. After the acquisition, he served as a director at the incorporated
company for two years until 1996.

Mr. WS Lau has set up Chung Hang as an investment holding company on 10
December 1997, of which he is the director and shareholder. Through the shareholdings of
Chung Hang in the operating subsidiaries, he continued to extend his expertise and
experience in drilling engineering and foundation works to the corporate development of our
Group. Mr. WS Lau has also held the directorship in Chung Wah Investment Company
Limited for investment purpose.

Mr. WS Lau has been granted as honorary citizen of Shanwei City, Guangdong
Province in November 1996. He has been appointed as Fourth Chinese People’s Political
Consultative Conference member of Shanwei, Guangdong Province in June 2004. He was
also the Eighth Chinese People’s Political Consultative Conference Standing Committee
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member of Haifeng County, Guangdong Province in November 2006. He has also held
various positions of Honorary President of the Confederacy of Hong Kong Shanwei
Clansmen Limited, President and Honorary President of the Hong Kong Hai Feng
Commercial Association Co. Limited and President and Honorary President of the Hong
Kong Hai Feng Resident Limited. In addition, he is also the director of The Association of
Lau’s Clansmen of Hai Lu Foon In Hong Kong Limited and The Association of The Hong
Kong Members Of Guangdong’s Chinese People’s Political Consultative Conference
Committees Limited and Fu Chuen Land Investment Company Limited.

Mr. Lau Chi Hing (2|7%8#), aged 44, is our executive Director, vice chairman of our
Board, member of our remuneration committee and one of the Controlling Shareholders. He
was appointed as our executive Director on 28 November 2014. He is the son of Mr. WS
Lau and brother of Mr. CS Lau. He obtained bachelor of engineering degree from University
of Melbourne in Australia in March 1997. He has also completed the training course of
Occupation Safety Management, which was organized by Occupational Safety & Health
Council in March 2013.

From April 1997 to August 1998, he started his career as a graduate engineer at Joseph
Chow & Partners, Limited and he was responsible for overseeing the regulatory compliance
of projects and project design. In 1998, he joined Wan Kei Engineering and has taken up
various positions of site agent, project manager and technical director.

He has engaged in the foundation industry for more than 16 years and he is primarily
responsible for the formulation of development strategies, overseeing the daily operation and
business development of our Group. He is a director of Wan Kei Engineering and Wan Kei
Machinery. He is also a director of Chung Hang.

Mr. Fong Hon Hung (J5#3%), aged 57, is our executive Director, the chief executive
officer of our Group and one of the Controlling Shareholders. He was appointed as our
executive Director on 28 November 2014.

In November 1980, he has been awarded the technician certificate in engineering
surveying from Hong Kong Polytechnic. In November 1983, he has been awarded the
certificate in civil engineering from Hong Kong Polytechnic. He further obtained the higher
certificate in civil engineering in November 1987 from Hong Kong Polytechnic. In July
1993, he obtained the certificate in electronics with distinction from Vocational Training
Council and the BTEC National Certificate in engineering from Business & Technology
Education Council. In November 1998, he earned the endorsement certificate in civil
engineering project management from Hong Kong Polytechnic.

He is the authorised signatory of Wan Kei Engineering under the register of specialist
contractors (sub-register of foundation works category) maintained by the Buildings
Department. He is primarily responsible for formulation of corporate strategic plans,
execution of daily management and administration of business and operations of our Group.
He has engaged in the foundation industry for more than 36 years. He is a director of Wan
Kei Engineering and Wan Kei Machinery. He is also a director of Gold Crown.
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From August 1978 to July 1984, he had engaged as the chainman and junior land
surveyor in construction project at Mass Transit Railway Corporation Hong Kong. From
1984 to 1986, he worked as an assistant site agent at Chung Wah Machine Well Engineering
Company Limited. From November 1986 to November 1987, he worked as an assistant
engineer at Shimizu Construction Co., Ltd. From November 1987 to April 1995, he served
as the project manager and latterly general manager of Chung Wah Machine Well
Engineering Company Limited. Since July 1995, he has been the director of Wan Kei
Engineering.

Mr. Leung Man Lun Stephen (R3(f#%), aged 66, is our executive Director and one of
the Controlling Shareholders. He was appointed as our executive Director on 28 November
2014. He obtained bachelor of science in business administration degree from Northeastern
University in the United States of America in June 1977.

He has engaged in the foundation industry for more than 34 years. From 1980 to 1982,
he served as an assistant manager at Lam Geotechnics Limited. He was promoted as a
manager in January 1983 and latterly a director in March 1985. From January 1995 to
January 1997, he served as a general manager at Chung Wah Machine Well Engineering
Company Limited. In February 1997, he joined Chung Shun as a general manager and he
has been the director of Chung Shun since April 2001.

Since June 2001, he has been admitted as the authorized signatory and technical
director to act for Chung Shun as a Registered Specialist Contractor (Ground Investigation
Field Works Category) (RSC(GIFW)) under Buildings Department. Since May 2002, he has
acted as the authorized signatory and technical director to act for Chung Shun on the List of
Ground Investigation Contractors under Hong Kong Housing Authority. Since December
2007, he has also acted as the Authorized Signatory and technical director to act for Chung
Shun on the List of Approved Contractors for Public Works (Approved List) and List of
Approved Suppliers of Materials and Specialist Contractors for Public Works (Specialist
List) of the Ground Investigation Field Work category under Works Branch of Development
Bureau.

He is primarily responsible for the overall contract management, internal control,
marketing and engineering work of our Group. He is a director of Wan Kei Machinery and
Chung Shun.

Mr. Lau Chi Shing (2I7&B), aged 52, is our executive Director and one of the
Controlling Shareholders. He was appointed as our executive Director on 28 November
2014. He is the son of Mr. WS Lau and brother of Mr. CH Lau.

In January 1992, he obtained the degree of bachelor of science in civil engineering
from National Chung-Hsing University in Taiwan. In June 1995, he was admitted to the
degree of master of engineering studies from the University of Sydney in Australia. He has
been a Chartered Professional Engineer member of The Institute of Engineers Australia in
the Civil College since August 2010 and a Registered Professional Engineer of Queensland
in Australia since November 2010. He has also been a member of The Hong Kong Institute
of Engineers since September 2014.
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From December 1984 to April 1986, he started his career as a site foreman at Chung
Wah Machine Well Engineering Company Limited. He later joined Gammon Construction
Limited as assistant engineer from January 1995 to July 1999. From August 1999 to
November 2001, he served as method engineer and production engineer at Dragages et
Travauz Publics (HK) Ltd. He worked in Wan Kei Engineering as a project manager from
December 2001 to May 2003. Since May 2001, he has held directorship in Wan Kei
Engineering. From August 2004 to June 2007, he served as temporary bridge engineer at
Greater Taree City Council in Australia. From June 2007 to February 2009, he joined
Sinclair Knight Merz Pty Ltd in Australia as a senior structural engineer. From September
2009 to January 2010, he worked in Australia as a geotechnical engineer at Basement
Solutions Australia. From April 2010 to August 2012, he served as a structural engineer at
Transfield Services (Australia) Pty Limited in Australia. He has been an assistant project
manager of Wan Kei Engineering since February 2013.

He has engaged in the construction industry for more than 18 years and he is primarily
responsible for overseeing human resources of projects and machinery management of our
Group. He is a director of Chung Hang and a director of Wan Kei Engineering.

Independent non-executive Directors

Mr. Ong Chi King (E£F%), aged 42, was appointed as our independent non-executive
Director on 17 June 2015. He serves as chairman of our remuneration committee and a
member of our audit committee and nomination committee.

He graduated from The Hong Kong University of Science and Technology with a
bachelor of business administration in accounting in November 1995 and a master’s degree
in corporate finance from The Hong Kong Polytechnic University in November 2004.

He was admitted as a Certified Public Accountant of Hong Kong Institute of Certified
Public Accountants in December 1998 and a fellow member of The Association of Chartered
Certified Accountants in September 2003.

He has over 19 years of experience in the field of accounting, finance and company
secretary. From August 1995 to October 1999, he was employed by Ernst & Young and his
last position was senior II. From October 1999 to June 2008, he served and held the last
position of executive director and company secretary at Deson Development International
Holdings Limited (stock code: 262), the shares of which are listed on the Main Board. From
July 2008 to May 2011, he set up and operated Yee On Securities Limited, a Type 1 licensed
company under SFO. Since November 2008, he has been serving as the company secretary
of Yue Da Mining Holdings Limited (stock code: 629), the shares of which are listed on the
Main Board.

He is currently an independent non-executive director of Capital VC Limited (stock
code: 2324), China Environmental Resources Group Limited (stock code: 1130), Hong Kong
Education (Int’l) Investments Limited (stock code: 1082), KSL Holdings Limited (stock
code: 8170), King Force Security Holdings Limited (stock code: 8315), Larry Jewelry
International Company Limited (stock code: 8351) and WLS Holdings Limited (stock code:
8021).
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He was a director of Fitness Concept International Holdings Limited, which was
incorporated in the Cayman Islands and was dissolved on 30 June 2005. He confirmed that
the said company was solvent and inactive at the time of it being struck off and that its
dissolution has not resulted in any liability or obligations imposed against him.

Mr. Ho Ho Ming (f£3%) (former name: Ho Wing Hang (fif4£%)), aged 43, was
appointed as an independent non-executive Director on 28 November 2014. He serves as a
member of our audit committee.

He graduated from The Hong Kong University of Science and Technology with a
degree of bachelor of business administration in information and systems management in
November 1996. He also obtained a degree of master of business administration from the
University of Cambridge, the United Kingdom in May 2000.

He has over 16 years of experience in the field of investment banking and credit rating.
From April 1996 to September 1997, he was employed as an analyst by Credit Suisse First
Boston (Hong Kong) Limited. From September 1997 to September 1998, he was employed
as an analyst by Merrill Lynch (Asia Pacific) Limited. From December 1999 to February
2002, he was employed as an Associate by Bear Sterns Asia Limited. From April 2003 to
October 2013, he was employed by Fitch (Hong Kong) Limited and his position was senior
director at the time of his departure. From October 2013 to September 2014, he was
employed as chief analyst by Universal Credit Rating Group.

He is currently an adjunct professor of the Department of Real Estate and Construction
at The University of Hong Kong, and the adjunct professor of the School of Accounting and
Finance at The Hong Kong Polytechnic University. In addition, he is an honorary associate
of the Asia-Pacific Institute of Business of The Chinese University of Hong Kong and an
external advisory member of the Departmental Advisory Committee on Applied Mathematics
at The Hong Kong Polytechnic University.

He is currently an independent non-executive director of KSL Holdings Limited (stock
code: 8170) and Kwan On Holdings Limited (stock code: 8305), all of whose shares are
listed on GEM.

Mr. Law Yiu Sing (5 ), aged 48, was appointed as our independent non-executive
Director on 28 November 2014. He serves as chairman of our audit committee and members
of our remuneration committee and nomination committee.

He obtained a bachelor of engineering degree in computer engineering from Concordia
University in Canada in October 1990, a master of business administration degree from the
University of Hong Kong in December 1999, a master of practicing accounting from
Monash University in Australia in November 2004 and a graduate diploma in English and
Hong Kong Law (Common Professional Examination) from the Manchester Metropolitan
University in July 2009.
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He was admitted as a Certified Practising Accountant of CPA Australia in August 2005,
a Certified Public Accountant of Hong Kong Institute of Certified Public Accountants in
January 2006 and a Certified Tax Adviser of the Taxation Institute of Hong Kong in January
2010. He is also a founding member of the Institute of Accountants Exchange.

He has over 20 years of experience in the field of financial and business management.
From October 1995 to October 1997, he was the general manager in the corporate
development department of COSCO Pacific Limited (stock code: 1199), the shares of which
are listed on the Main Board. From August 2000 to May 2002, he was the deputy general
manager of business development of China Chengtong Development Group Limited (stock
code: 217), the issued shares of which are listed on the Main Board. From January 2003 to
November 2004, he served as the director of corporate finance and the assistant to the chief
financial officer of Capisces International (H.K.) Limited. From January 2006 to January
2007, he worked at the Official Receiver’s Office as Insolvency Officer II. From February
2007 to March 2009, he served as the vice president of Yangtze Capital Management
Limited. From July 2009 to July 2010, he served as the chief financial officer of Jimei
Development Holdings Ltd. During the period from October 2010 to July 2014, he had
served as the M&A manager, settlement manager, M&A manager cum treasury manager and
deputy CFO cum treasury manager of Win Capital Investments Limited, a wholly-owned
subsidiary of Brightoil Petroleum (Holdings) Limited (stock code: 933), the shares of which
are listed on the Main Board. He is currently the deputy general manager of Vision Fame
International Holdings Limited (stock code: 1315), the shares of which are listed on the
Main Board.

He is currently an independent non-executive director of Glory Flame Holdings Limited
(stock code: 8059) whose shares are listed on GEM.

Save as disclosed above, each of our Directors (i) did not hold other positions in our
Company or any other member of our Group as at the Latest Practicable Date; (ii) had no
other relationship with any Directors, Substantial Shareholders, Controlling Shareholders, or
senior management of our Company as at the Latest Practicable Date; and (iii) did not hold
any other directorships in public companies the securities of which are listed on any
securities market in Hong Kong or overseas in the three years prior to the Latest Practicable
Date. As at the Latest Practicable Date, save as the interests of Mr. WS Lau, Mr. CH Lau,
Mr. Fong, Mr. Leung and Mr. CS Lau in the Shares as disclosed in the section headed
“Statutory and General Information — C. Further Information about Substantial Shareholders,
Directors and Experts” in Appendix IV to this document, each of our Directors did not have
any interest in the Shares within the meaning of Part XV of the SFO.

Save as disclosed above, to the best of the knowledge, information and belief of our
Directors having made all reasonable enquiries, there was no other matter with respect to the
appointment of our Directors that needs to be brought to the attention of our Shareholders
and there was no information relating to our Directors that is required to be disclosed
pursuant to Rule 13.51(2) of the Listing Rules as at the Latest Practicable Date.
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Senior Management

Lau Chi Shing (2I7&FK), aged 52, serves as the project manager of our Group. He is
responsible for overseeing human resources of projects and machinery management of our
Group. Details of his qualifications and experience are set out in the paragraph headed
“Directors and senior management — Executive Directors” in this section.

Mr. Yeung Wai Keung, Toby (#B{&%), aged 46, joined our Group in June 1997. He
serves as the business manager of our Group. He obtained a Diploma in Accountancy from
Vocational Training Council awarded in August 1992. He has been awarded a National
Vocational Qualification in Accounting (Practice & Commerce) Level IV by The Association
of Accounting Technicians in June 1994. He has been accredited as an Accounting
Technician by The Hong Kong Association of Accounting Technicians in October 1994. He
has also been awarded a Technically Competent Person T1 Certificate from Hong Kong
Institute of Vocational Education in July 2011. He has more than 19 years of experience in
foundation works industry. He is currently responsible for the business development of our
Group.

Mr. Ling Yat Hin (F#&¥), aged 32, joined our Group in October 2014. He serves as
the financial controller and the company secretary of our Group. He obtained a Bachelor of
Business Administration in Accountancy from the City University of Hong Kong in 2004.
He was admitted as an associate member of the Hong Kong Institute of Certified Public
Accountants in January 2010. He has more than 9 years of experience in accounting field.
From September 2004 to December 2005, he was employed as an audit assistant by Tommy
Ng & Co. From March 2006 to September 2014, he was employed as an accountant and
latterly a manager by HLB Hodgson Impey Cheng Limited. He is currently responsible for
overseeing accounting activities of our Group.

Save as disclosed above, each of our senior management (i) did not hold other
positions in our Company or any other member of our Group as at the Latest Practicable
Date; (ii) had no other relationship with any Directors, Substantial Shareholders, Controlling
Shareholders, or senior management of our Company as at the Latest Practicable Date; and
(iii) did not hold any other directorships in public companies the securities of which are
listed on any securities market in Hong Kong or overseas in the three years prior to the
Latest Practicable Date.

BOARD COMMITTEES
Audit committee

An audit committee was established by our Board on 9 May 2015 with written terms of
reference in compliance with Rules 3.21 of the Listing Rules and C3 of the Corporate
Governance Code and Corporate Governance Report as set out in Appendix 14 to the Listing
Rules. The primary duties of our audit committee are to review and approve our financial
reporting process and to assist our Board in providing an independent view of the
effectiveness of our financial reporting process, internal control and risk management
system. The members of our audit committee are Mr. Law Yiu Sing, Mr. Ong Chi King and
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Mr. Ho Ho Ming. The chairman of our audit committee is Mr. Law Yiu Sing, who holds the
appropriate professional qualifications as required under Rules 3.10(2) and 3.21 of the
Listing Rules.

Remuneration committee

A remuneration committee was established by our Board on 9 May 2015 with written
terms of reference in compliance with paragraph B1 of the Corporate Governance Code and
Corporate Governance Report as set out in Appendix 14 to the Listing Rules. The primary
duties of our remuneration committee are to review and make recommendation to our Board
on the policy, terms and structure of the remuneration packages, bonuses and other
compensation payable to our Directors. The remuneration packages of our Directors are
generally structured by reference to market terms and individual merits. Salaries are
normally reviewed and discretionary bonuses are paid on an annual basis based on our
results, individual performance and other relevant factors. The members of our remuneration
committee are Mr. CH Lau, Mr. Law Yiu Sing and Mr. Ong Chi King. Mr. Ong Chi King is
the chairman of our remuneration committee.

Nomination committee

A nomination committee was established by our Board on 9 May 2015 with written
terms of reference in compliance with paragraph A5 of the Corporate Governance Code and
Corporate Governance Report as set out in Appendix 14 to the Listing Rules. The primary
duties of our nomination committee are to review the structure, size, diversity and
composition of our Board, assess the independence of independent non-executive Directors
and make recommendations to our Board on matters relating to the appointment of
Directors. Our nomination committee comprises Mr. WS Lau, Mr. Law Yiu Sing and Mr.
Ong Chi King. Mr. WS Lau is the chairman of our nomination committee.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The aggregate amount of compensation (including any fees, salaries and other
allowances and benefits in kind) paid by us to our Directors for each of the three years
ended 31 March 2015 were approximately HK$4.8 million, HK$7.0 million and HK$8.8
million, respectively.

Save as disclosed above, no other payments have been paid or are payable, in respect
of each of the three years ended 31 March 2015, by us or any of our subsidiaries to our
Directors and senior management.

Details of our Directors’ emoluments (on the basis of service agreements and/or letters
of appointment), the basis of determining our Directors’ emoluments and the proposed
length of service for our Directors as stated in the service agreements or letters of
appointment are set out under the section headed “Statutory and General Information — C.
Further information about Substantial Shareholders, Directors and Experts — 3. Remuneration
of Directors” in Appendix IV to this document.
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COMPANY SECRETARY

Mr. Ling Yat Hin (GE®¥ %4), aged 32, joined our Group in October 2014. He serves
as the financial controller and the company secretary of our Group. Details of his
qualifications and experience are set out in the paragraph headed “Directors and Senior
Management — Senior management” in this document.

COMPLIANCE ADVISER

We have appointed Kingsway Capital Limited as our compliance adviser pursuant to
Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the
compliance adviser will advise us on the following matters:

i before the publication of any regulatory announcement, circular or financial
report;

ii. where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

iii. where we propose to use the proceeds of the [REDACTED] in a manner different
from that detailed in this document or where our business activities, developments
or results deviate from any forecast, estimate, or other information in this
document; and

iv.  where the Stock Exchange makes an inquiry of us under Rule 13.10 of the Listing
Rules.

The term of the appointment shall commence on the [REDACTED] Date and end on
which our Company complies with Rule 13.46 of the Listing Rules in respect of our
financial results for the first full financial year after the [REDACTED] Date (i.e. the date of
dispatch of the annual report of our Company in respect of our results for the financial year
ending 31 March 2016), subject to extension by mutual agreement.

CORPORATE GOVERNANCE MEASURES

On 29 July 2014, we have appointed an independent internal control consultants, CT
Partners Consultants Limited (“CT Partners”), to, among other things, perform a detailed
evaluation of the compliance of the revised corporate governance code as set out in
Appendix 14 (the “Code”) and the relevant amended provisions in the Listing Rules. CT
Partners has recommended our Company to adopt a compliance manual covering the
corporate governance code and associated Listing Rules. CT Partners has performed a follow
up review on 6 February 2015 and confirmed our Company has adopted a comprehensive
compliance manual.
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STAFF BENEFITS

All employees of our Group in Hong Kong have joined a mandatory provident fund
scheme (the “MPF Scheme”) prescribed by the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong) and the MPF Scheme is registered with
the Mandatory Provident Fund Scheme Authority. Our Group has made the relevant
contributions in accordance with the aforesaid laws and regulations. Save as the aforesaid,
our Group has not participated in other pension schemes.
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OUR CONTROLLING SHAREHOLDERS ACTING IN CONCERT

Immediately following completion of the [REDACTED], but without taking into
account any Shares which may be allotted and issued pursuant to the exercise of any options
that may be granted under the Share Option Scheme, Suntecli, Samwood, Mr. WS Lau, Mr.
Fong and Mr. Leung will control, in aggregate, approximately [REDACTED] of our issued
share capital.

For the purpose of the Listing Rules, Suntecli, Samwood, Mr. WS Lau, Mr. Fong and
Mr. Leung are our Controlling Shareholders. Each of Suntecli, Samwood, Mr. WS Lau, Mr.
Fong and Mr. Leung confirms that it/he does not hold or conduct any business which
competes, or is likely to compete, either directly or indirectly, with our business.

Our Controlling Shareholders have been parties acting in concert (having the meaning
as ascribed thereto in the Takeovers Code) in the course of the Reorganisation and will
continue to be parties acting in concert (having the meaning as ascribed thereto in the
Takeovers Code) until such arrangement is terminated in writing by them pursuant to the
Concert Party Deed. For details, please refer to the paragraph headed “History,
Reorganisation and Group Structure — Concert Party Deed” in this document.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS AND THEIR
RESPECTIVE ASSOCIATES

In the opinion of our Directors, our Group is capable of carrying out our businesses
independently of, and does not place undue reliance on, our Controlling Shareholders, their
respective associates or any other parties particularly with respect to the following factors:

Financial independence

Our Group has an independent financial system and makes financial decisions
according to our Group’s own business needs. Our Directors believe that we have
sufficient capital to operate our business independently, and have adequate internal
resources and a strong credit profile to obtain financing from Independent Third Parties
to support our daily operations. During the Track Record Period, our Group relies
principally on cash generated from operations to carry on its business and this is
expected to continue after the [REDACTED].

The non-trade related amounts due to or from our Controlling Shareholders, or
companies controlled by him/it will be fully settled and all guarantees provided to us
by the Controlling Shareholders and their associates will be released upon
[REDACTED].

Operational independence
We have established and operated through a clear organisational structure with a
number of individual departments, each of which has specific areas of duties and

responsibilities. Our Group has its own client base, independent source of and access to
suppliers and customers, who are all Independent Third Parties. Save as the
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transactions in respect of our lease of premises as office and warehouse, respectively
from the close associates of Mr. WS Lau, namely Chung Hang and Chung Wah
Investment Company Limited, further details of which are set out in the section headed
“Connected Transactions” in this document, we have not shared our operational
resources of suppliers, customers, sales and marketing and general administration
resources with our Controlling Shareholders and/or their associates. Our Directors
confirm that, save as disclosed above, no services, premises and facilities will be
provided by our Controlling Shareholders and/or their associates to our Group. As we
have independent contractors capable of carrying out foundation works and ground
investigation field works, our Group is able to operate independently from our
Controlling Shareholders after the [REDACTED].

Management independence

Our Board comprises 5 executive Directors, namely Mr. WS Lau, Mr. CH Lau,
Mr. CS Lau, Mr. Fong and Mr. Leung and 3 independent non-executive Directors,
namely Mr. Ong Chi King(EF4{), Mr. Ho Ho Ming (ff&#%4£) and Mr. Law Yiu
Sing (A 5E42). Mr. WS Lau and Mr. CH Lau are directors of Suntecli while Mr.
Fong is a director of Samwood. Save as disclosed above, none of our Directors or
senior management serves any executive or management role in our Controlling
Shareholders or any of their respective associates.

Each of our Directors is aware of his fiduciary duties as a Director which require,
among other things, that he acts for the benefit and in the best interests of our
Company and does not allow any conflict between his duties as a Director and his
personal interest. In the event that there is a potential conflict of interest arising out of
any transaction to be entered into between our Group and our Directors or their
respective associates, the interested Director(s) shall abstain from voting at the relevant
board meetings of our Company in respect of such transactions and shall not be
counted in the quorum. In particular, Mr. WS Lau, Mr. Fong and Mr. Leung will not
attend any board meetings of our Company in respect of those matters or transactions
relating to Suntecli, Samwood or which may otherwise give rise to potential conflicts
of interest and would not be counted as quorum in the relevant meetings. Furthermore,
Mr. WS Lau, Mr. Fong and Mr. Leung and their respective associates will not attend,
or be counted as quorum of, any meeting of our Shareholders for consideration and
approval of matters which may give rise to potential conflicts of interest so far as
required by the Listing Rules or other applicable laws and regulations. In addition, our
Group has an independent senior management team, none of whom has any managerial
role or beneficial interest in our Controlling Shareholders or any of their respective
associates, to carry out the business decisions of our Group independently.

Three of the members of our Board are independent non-executive Directors who
are either well-educated, having extensive experience in different areas or professionals
and they have been appointed pursuant to the requirements under the Listing Rules to
ensure that the decisions of our Board are made only after due consideration of
independent and impartial opinions. Our Directors believe that the presence of
Directors from different backgrounds provides a balance of views and opinions.
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Furthermore, our Board’s main function includes the approval of the overall
business plans and strategies of our Group, monitoring the implementation of these
policies and strategies and the management of our Company. Our Board acts
collectively by majority decisions in accordance with the Articles and applicable laws,
and no single Director is supposed to have any decision-making power unless otherwise
authorized by our Board.

Having considered the above factors, our Directors are satisfied that they are able
to perform their roles in our Company independently, and our Directors are of the view
that our Group is capable of managing its business independently from our Controlling
Shareholders and their respective associates after the [REDACTED]. In addition, the
business of our Group has been operated under substantially the same management
throughout the Track Record Period and up to the Latest Practicable Date.

Independence of major suppliers

Our Directors confirm that none of our Controlling Shareholders, nor our
Directors and their respective associates, have any relationship with the major suppliers
of our Group (other than the business contacts in the ordinary and usual course of
business of our Group) during the Track Record Period.

Independence of major customers

Our Directors confirm that none of our Controlling Shareholders, nor our
Directors and their respective associates, have any relationship with the major
customers of our Group (other than the business contacts in the ordinary and usual
course of business of our Group) during the Track Record Period.

Ownership of trademarks

As at the Latest Practicable Date, we owned two registered trademarks in Hong
Kong. Such details are set out under the paragraph headed “Statutory and General
Information — B. Further Information about the Business — 2. Intellectual property
rights of our Group” in Appendix IV to this document.

RULE 8.10 OF THE LISTING RULES

Our Controlling Shareholders and our Directors do not have any interest in a business
apart from our Group’s business which competes or is likely to compete, directly or
indirectly, with our Group’s business, and would require disclosure under Rule 8.10 of the
Listing Rules.
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DEED OF NON-COMPETITION

Mr. WS Lau, Mr. Fong, Mr. Leung, Suntecli and Samwood (each the “Covenantor”
and collectively the “Covenantors”) entered into a deed of non-competition dated 12 May
2015 in favour of our Company and our subsidiaries (the “Deed of Non-competition™).
Pursuant to the Deed of Non-competition, each of the Covenantors has irrevocably and
unconditionally undertaken to our Company (for itself and for the benefit of our
subsidiaries) that, save and except as disclosed in this document, during the period that the
Deed of Non-competition remains effective, he/it shall not, and shall procure that his/its
close associates (other than any member of our Group) not to carry on or be engaged,
concerned or interested, or otherwise be involved, directly or indirectly, in any business in
competition with or likely to be in competition with the existing business activity of any
member of our Group or any business activity to be conducted by any member of our Group
from time to time.

Each of the Covenantors further undertakes that if he/it or his/its close associates other
than any member of our Group is offered or becomes aware of any business opportunity
which may compete with the business of our Group, he/it shall procure that his/its close
associates to promptly notify our Group in writing and our Group shall have a right of first
refusal to take up such opportunity. Our Group shall, within 30 days after receipt of the
written notice (or such longer period if our Group is required to complete any approval
procedures as set out under the Listing Rules from time to time), notify the Covenantor(s)
whether our Group will exercise the right of first refusal.

Our Group shall only exercise the right of first refusal upon the approval of all
independent non-executive Directors (who do not have any interest in such opportunity). The
relevant Covenantor(s) and the other conflicting Directors (if any) shall abstain from
participating in and voting at and shall not be counted as quorum at all meetings of the
Board where there is a conflict of interest or potential conflict of interest including but not
limited to the relevant meeting of our independent non-executive Directors for considering
whether or not to exercise the right of first refusal.

The undertakings contained in the Deed of Non-competition are conditional upon the
Listing Division granting approval for the [REDACTED] in the Shares on the Stock
Exchange and all conditions precedent under the Underwriting Agreements having been
fulfilled (or where applicable, waived) and the Underwriting Agreements not having been
terminated in accordance with its terms. If any such condition is not fulfilled on or before
the date specified in the Underwriting Agreements (unless such conditions are waived on or
before such date) or in any event on or before the date falling 30 days after the date of this
document, the Deed of Non-competition shall lapse and cease to have any effect whatsoever
and no party shall have any claim against the other under the Deed of Non-competition.
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The Deed of Non-competition shall terminate on the date on which (i) in relation to
any Covenantors, when he/it together with his/its close associates, whether individually or
taken together, ceases to be interested in 30% (or such other amount as may from time to
time be specified in the Listing Rules as being the threshold for determining a controlling
shareholder of a company) or more of the entire issued share capital of our Company
provided that the Deed of Non-competition shall continue to be in full force and effect as
against the other Covenantors; or (ii) our Shares cease to be listed and traded on the Stock
Exchange (except for temporary trading halt or suspension of trading of the Shares on the
Stock Exchange due to any reason).
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CONNECTED TRANSACTIONS

Following the [REDACTED], the following transactions will be continued between our
Group and the relevant connected person(s) (as defined in the Listing Rules), which will
constitute continuing connected transaction under the Listing Rules.

EXEMPTED CONTINUING CONNECTED TRANSACTIONS
Tenancy Agreement

During the Track Record Period, Wan Kei Engineering and Chung Shun (as tenants)
had leased a property (the “Property”) from Chung Hang (as landlord) as our office. For
each of the three years ended 31 March 2015, the rental paid by our Group for the Property
amounted to HK$480,000, HK$480,000 and HK$618,000, respectively. We expect that we
will continue to lease the Property after the [REDACTED].

Chung Hang is owned by Mr. WS Lau as to approximately 94.65%. Mr. WS Lau is one
of our Controlling Shareholders, an executive Director and our Chairman. Accordingly,
Chung Hang is a connected person of our Company for the purposes of the Listing Rules.

On 1 February 2015, our Company entered into a tenancy agreement (the “Tenancy
Agreement”) with Chung Hang pursuant to which, Chung Hang agreed to lease the Property
to our Company (for itself and all members of our Group) for a term commencing on the
date of the Tenancy Agreement and ending on 31 January 2017 at the monthly rental of
HK$52,000, which was agreed through negotiations between the parties with regard to (i)
the historical annual rent paid; (ii) then prevailing market rent; and (iii) the estimated
increase of such rent of the properties in the same area and of similar grading as the
Property.

In accordance with the Listing Rules, we have set annual caps for the maximum
aggregate annual rent payable by us under the Tenancy Agreement for each of the financial
years ending 31 March 2016, 2017 and 2018. Assuming that the monthly rental will not
increase upon the renewal of the Tenancy Agreement upon its expiry on 31 January 2017, it
is anticipated that the total annual rent payable by us under the Tenancy Agreement will not
exceed HK$624,000, HK$624,000 and HK$624,000 for each of the financial years ending 31
March 2016, 2017 and 2018, respectively.

Lease Agreement

During the Track Record Period, Wan Kei Engineering and Chung Shun (as tenants)
had leased a piece of land (the “Land”) from Chung Wah Investment Company Limited (+
I HERARATF) (“Chung Wah Investment”) (as landlord) as our warehouse. For each
of the three years ended 31 March 2015, the rental paid by our Group for the Land
amounted to HK$1,140,000, HK$1,140,000 and HK$1,140,000, respectively. We expect that
we will continue to lease the Land after the [REDACTED].
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Chung Wah Investment is a company incorporated in Hong Kong and owned by Chung
Hang and Mr. WS Lau as to 95% and 2.5%, respectively. Chung Hang is owned by Mr. WS
Lau as to approximately 94.65%. Mr. WS Lau is one of our Controlling Shareholders, an
executive Director and our Chairman. Accordingly, Chung Wah Investment is a connected
person of our Company for the purposes of the Listing Rules.

On 1 February 2015, our Company entered into a lease agreement (the ‘“Lease
Agreement”) with Chung Wah Investment pursuant to which, Chung Wah Investment agreed
to lease the Land to our Company (for itself and all members of our Group) for a term
commencing on the date of the Lease Agreement and ending on 31 January 2017 at the
monthly rental of HK$95,000, which was agreed through negotiations between the parties
with regard to (i) the historical annual rent paid; (ii) then prevailing market rent; and (iii)
the estimated increase of such rent of the lands in the same area and of similar grading as
the Land.

In accordance with the Listing Rules, we have set annual caps for the maximum
aggregate annual rent payable by us under the Lease Agreement for each of the financial
years ending 31 March 2016, 2017 and 2018. Assuming that the monthly rental will not
increase upon the renewal of the Lease Agreement upon its expiry on 31 January 2017, it is
anticipated that the total annual rent payable by us under the Lease Agreement will not
exceed HK$1,140,000, HK$1,140,000 and HK$1,140,000 for each of the financial years
ending 31 March 2016, 2017 and 2018, respectively.

Our Directors consider that the Tenancy Agreement and the Lease Agreement were
entered into on normal commercial terms and in the ordinary and usual course of business of
our Group, which are fair and reasonable and in the interests of our Company and the
Shareholders as a whole. Since each of the applicable percentage ratios (other than the profit
ratio) for the Tenancy Agreement and the Lease Agreement calculated either separately or in
aggregation is less than 5% with the annual payable consideration below HK$3,000,000, the
transactions under the Tenancy Agreement and the Lease Agreement constitute continuing
connected transactions of our Company which are exempt from the reporting, announcement
and independent shareholders’ approval requirements under the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following completion of the
[REDACTED] (without taking into account any Shares which may be issued pursuant to the
exercise of any option that may be granted under the Share Option Scheme), the following
persons will have interests or a short positions in the Shares or underlying Shares which
would fall to be disclosed to our Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or, who will, directly or indirectly, be interested in 10% or more of the
nominal value of any class of share capital carrying rights to vote in all circumstances at
general meetings of our Company or any other member of our Group:

Long position in our Shares

No. of Approximate
Shares held/ percentage
Name Nature of Interest interested in of interest

Suntecli Interests held jointly with other =~ [REDACTED]
persons; beneficial owner
(Notes 1 and 8)

Samwood Interests held jointly with other
persons; beneficial owner
(Notes 2 and 8)

Mr. WS Lau Interests held jointly with other
persons; interest in controlled
corporation (Notes 3 and §8)

Mr. Fong Interests held jointly with other
persons; interest in controlled
corporation (Notes 4 and 8)

Mr. Leung Interests held jointly with other
persons; beneficial interest
(Note 8)

Ms. So Interest of spouse (Note 5)

Ms. Kwong Sui Sim Interest of spouse (Note 6)

Ms. Chan Sui Yau Interest of spouse (Note 7)

Cathy
Notes:

(1) Suntecli is an investment holding company owned by Mr. WS Lau, Ms. Wong Po Lin, Ms. So, Mr.
CS Lau, Mr. CH Lau and Mr. lan Lau as to approximately [REDACTED], [REDACTED],
[REDACTED], [REDACTED], [REDACTED] and [REDACTED], respectively. The directors of
Suntecli are Mr. WS Lau and Mr. CH Lau.

(2)  Samwood is an investment holding company owned by Mr. Fong and Mr. Yeung as to [REDACTED]
and [REDACTEDY], respectively. The sole director of Samwood is Mr. Fong.
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3)

C))

%)

(6)

@)

(®)

Mr. WS Lau owns approximately [REDACTED] shareholding in Suntecli, which in turn beneficially
owns [REDACTED] shareholding in our Company. Therefore, Mr. WS Lau is deemed or taken to be
interested in all the Shares which are beneficially owned by Suntecli for the purposes of the SFO.

Mr. Fong owns [REDACTED] shareholding in Samwood, which in turn beneficially owns
[REDACTED] shareholding in our Company. Therefore, Mr. Fong is deemed or taken to be interested
in all the Shares which are beneficially owned by Samwood for the purposes of the SFO.

Ms. So is the spouse of Mr. WS Lau and is deemed or taken to be interested in all the Shares in
which Mr. WS Lau has, or is deemed to have, an interest for the purposes of the SFO.

Ms. Kwong Sui Sim is the spouse of Mr. Fong and is deemed or taken to be interested in all the
Shares in which Mr. Fong has, or is deemed to have, an interest for the purposes of the SFO.

Ms. Chan Sui Yau Cathy is the spouse of Mr. Leung and is deemed or taken to be interested in all
the Shares in which Mr. Leung has, or is deemed to have, an interest for the purposes of the SFO.

Suntecli, Samwood, Mr. WS Lau, Mr. Fong and Mr. Leung are parties acting in concert (having the
meaning as ascribed thereto in the Takeovers Code) pursuant to the Concert Party Deed. As such,
immediately following completion of the [REDACTED] (without taking into account any Shares
which may be issued pursuant to the exercise of any option that may be granted under the Share
Option Scheme), Suntecli, Samwood, Mr. WS Lau, Mr. Fong and Mr. Leung will together control
approximately [REDACTED] of our entire issued share capital.

Save as disclosed herein, our Directors are not aware of any person who will,
immediately following completion of the [REDACTED] (without taking into account any
Shares which may be issued pursuant to the exercise of any option that may be granted
under the Share Option Scheme), have interests or short positions in the Shares or the
underlying Shares which would fall to be disclosed to our Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, who will, directly or indirectly, be interested in
10% of more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of our Company or any other member of our Group and
are therefore regarded as our Substantial Shareholders under the Listing Rules.
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Without taking into account any Shares which may be issued upon the exercise of any
options that may be granted under the Share Option Scheme, our issued share capital
immediately following the [REDACTED] will be as follows:

Authorised share capital HK$
2,000,000,000 Shares 20,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion

of the [REDACTED]: HKS$

[REDACTED] Shares in issue at the date of this document [REDACTED]

[REDACTED] Shares to be issued pursuant to the [REDACTED] [REDACTED]

[REDACTED] Total [REDACTED]
RANKING

The [REDACTED] will rank pari passu in all respects with all the Shares now in issue
or to be issued as mentioned in this document, and, in particular, will qualify in full for all
dividends or other distributions declared, made or paid on the Shares in respect of a record
date which falls after the date of [REDACTED].

GENERAL MANDATE TO ISSUE SHARES

Conditional on the conditions as stated in section headed “Structure of the
[REDACTED]” in this document, our Directors have been granted a general unconditional
mandate to allot, issue and deal with Shares and to make or grant offers, agreements or
options which might require such Shares to be allotted and issued or dealt with subject to
the requirement that the aggregate nominal value of the Shares so allotted and issued or
agreed conditionally or unconditionally to be allotted and issued (otherwise than pursuant to
a rights issue, or scrip dividend scheme or similar arrangements, or a specific authority
granted by our Shareholders) shall not exceed:

(a) 20% of the aggregate nominal value of the share capital of our Company in issue
immediately following the completion of the [REDACTED]; and

(b) the aggregate nominal value of the share capital of our Company repurchased

pursuant to the authority granted to our Directors referred to in the paragraph
headed “General Mandate to Repurchase Shares” below.
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This mandate does not cover Shares to be allotted, issued, or dealt with under a rights
issue or pursuant to the exercise of any options which may be granted under the Share
Option Scheme. This general mandate to issue Shares will remain in effect until the earliest
of:

(a) the conclusion of our Company’s next annual general meeting; or

(b) the expiration of the period within which our Company’s next annual general
meeting is required to be held by any applicable laws or the Memorandum of
Association and Articles of Association; or

(c) the time when it is varied or revoked by an ordinary resolution of our
Shareholders at general meeting.

For further details of this general mandate, please refer to the section headed “Statutory
and General Information — A. Further Information about our Company — 3. Written
resolutions of the Shareholders passed on 9 May 2015” in Appendix IV to this document.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on conditions as stated in section headed “Structure of the [REDACTED]”
of this document, our Directors have been granted a general unconditional mandate to
exercise all our powers to repurchase Shares (Shares which may be listed on the Stock
Exchange or on any other stock exchange which is recognised by the SFC and the Stock
Exchange for this purpose) with an aggregate nominal value of not more than 10% of the
aggregate nominal value of our Company’s share capital in issue immediately following the
completion of the [REDACTED] (excluding Shares which may be issued pursuant to the
exercise of the options which may be granted under the Share Option Scheme).

This mandate only relates to repurchases made on the Stock Exchange, or on any other
stock exchange on which the Shares may be listed (and which is recognised by the SFC and
the Stock Exchange for this purpose), and made in connection with all applicable laws and
regulations and the requirements of the Listing Rules. A summary of the relevant Listing
Rules is set out in the section headed “Statutory and General Information — A. Further
Information about our Company — 6. Repurchase of Shares by our Company” in Appendix
IV to this document.

The general mandate to repurchase Shares will remain in effect until the earliest of:

(i) the conclusion of our Company’s next annual general meeting; or

(ii) the expiration of the period within which our Company’s next annual general
meeting is required to be held by any applicable laws of the Cayman Islands or

the Memorandum of Association and Articles of Association; or

(iii) the time when it is varied or revoked by an ordinary resolution of our
Shareholders at a general meeting.
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For further details of this general mandate, please refer to the section headed “Statutory
and General Information — A. Further Information about our Company — 6. Repurchase of
Shares by our Company” in Appendix IV to this document.

SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme on 9 May 2015. Details of the
principal terms of the Share Option Scheme are summarised in the paragraph headed
“Statutory and General Information — D. Share Option Scheme” as set out in Appendix IV to
this document.

Our Group does not have any outstanding share options, warrants, convertible
instruments, pre-IPO share options or similar rights convertible into the Shares as at the
Latest Practicable Date.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING
ARE REQUIRED

As a matter of Companies Law, an exempted company is not required by law to hold
any general meetings or class meetings. The holding of general meeting or class meeting is
prescribed for under the articles of association of a company. Accordingly, we will hold
general meetings as prescribed for under our Articles, a summary of which is set out in
Appendix III to this document.
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FINANCIAL INFORMATION

You should read the following discussion and analysis of our Group’s financial
condition and results of operations in conjunction with our combined financial
information as at 31 March 2013, 2014 and 2015 and for each of the three years ended
31 March 2015 and the accompanying notes set forth in Appendix I to this document.
Our combined financial information has been prepared in accordance with HKFRS.

The following discussion and analysis contains forward-looking statements that
involve risks and uncertainties. Our actual results may differ materially from those
projected in the forward-looking statements. For additional information regarding these
risks and uncertainties, please refer to the section headed “Risk Factors” and elsewhere
in this document.

We are principally engaged in providing: (i) foundation works; and (ii) ground
investigation field work, in Hong Kong. Our foundation works mainly consisted of the
construction of socketed H-piles, mini piles, soldier piles, pipe piles and king posts.

Our Group provided foundation works through Wan Kei Engineering and provided
ground investigation field works through Chung Shun. We undertake projects in both public
and private sectors. During the Track Record Period and up to the Latest Practicable Date,
we have completed 87 and 59 projects of foundation works and ground investigation field
works, respectively. As at the Latest Practicable Date, we had 31 and 16 on-going projects
(either in progress or yet to commence) of foundation works and ground investigation field
works, respectively, with the total outstanding contract sum at approximately HK$417.2
million and HK$20.3 million, respectively. Approximately HK$366.8 million and HK$50.4
million of foundation works are expected to be completed before the financial year ending
31 March 2016 and 2017 respectively and all of the ground investigation work is expected
to be completed before the financial year ending 31 March 2016.

Furthermore, during the Track Record Period, Wan Kei Machinery was engaged in
machinery leasing and the revenue recognised has been recorded in rental income from
machinery under other revenue in the Accountants’ Report.

BASIS OF PRESENTATION OF FINANCIAL INFORMATION

Our Company was incorporated as an exempted company with limited liability in the
Cayman Islands under the Companies Law on 7 October 2014. Pursuant to a corporate
reorganisation as set out in the paragraph headed “4. Corporate reorganisation” in Appendix
IV — “Statutory and General Information” to this document (the “Reorganisation”), our
Company became the holding company of the companies now comprising our Group on 9
May 2015.

Our Group’s businesses were conducted principally through Wan Kei Geotechnical
Engineering Company Limited (“Wan Kei Engineering”), Wan Kei Machinery Company Limited
(“Wan Kei Machinery”) and Chung Shun Boring Engineering Company Limited (“Chung
Shun”). These companies were controlled by Mr. Lau Woon Si, Mr. Fong Hon Hung and Mr.
Leung Man Lun Stephen, who were acting in concert during the Relevant Period (the
“Controlling Shareholders”). Mr. Lau Woon Si and Mr. Fong Hon Hung controlled these
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companies during the Relevant Periods through Chung Hang Enterprises Holdings Limited and
Gold Crown Consultants Limited up to 20 November 2014 respectively and thereafter through
Suntecli Company Limited and Samwood Global Limited respectively.

The companies that took part in the Reorganisation were controlled by the Controlling
Shareholders before and after the Reorganisation. As the control is not transitory and,
consequently, there was a continuation of the risks and benefits to the Controlling
Shareholders, the Reorganisation is considered to be a restructuring of entities under
common control. The financial information in the Accountants’ Report included as Appendix
I to this document has been prepared using the merger basis of accounting as if the
companies now comprising our Group have been combined at the beginning of the Track
Record Period, or if established or became controlled by the Controlling Shareholders after 1
April 2012, from the later of their respective dates of establishment or the dates when they
became controlled by the Controlling Shareholders.

FACTORS AFFECTING THE FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Our financial conditions and results of operations have been and will continue to be
affected by a number of factors, including those set out below and in the section “Risk
Factors™:

Gross profit margin of significant foundation works projects

During each of the three years ended 31 March 2015, our revenue and gross profit had
been dominated by significant foundation works projects. Aggregate revenue from
foundation works with recognised revenue of not less than HK$13 million accounted for
approximately 55.0%, 70.3% and 61.5% of our total revenue, respectively, having been
contributed by 5, 4 and 7 projects, respectively. The gross profit margins for foundation
works projects with recognised revenue not less than HK$13 million were approximately
28.7%, 21.9% and 28.4%, respectively. The gross profit margins of these significant projects
are affected by a number of factors, including but not limited to (i) the scope of work; (ii)
the technical complexity; (iii) the geological conditions of the work sites; (iv) the
supplemental and/or variation orders; and/or (v) the work programme of the main
contractors, and will vary from project to project. There is no assurance that our gross profit
margins of our significant projects will not decrease in the future. In the event that the gross
profit margins of any of our significant future projects fall below our historical gross profit
margins, our financial performance and profit would be adversely affected. Furthermore, in
the event that the foundation industry experiences a downturn and the competition for price
intensifies, our gross profit margin, financial performance and profitability may also be
adversely affected.

Demand for foundation works and ground investigation field works
Our results are also affected by the number and availability of projects in Hong Kong,

which in turn are affected by a number of factors, including but not limited to the general
economic conditions in Hong Kong, changes relating to the Hong Kong construction
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industry, and the amount of investment in the construction of new infrastructure and
improvement of existing infrastructure. The changes may increase or decrease the demand
for our foundation works and ground investigation field works.

There is no assurance that the number of construction projects will not decrease in the
future. In the event that the demand of foundation works and ground investigation field
works decreases as a result of the reduction in the number of construction projects in Hong
Kong, our business in general and our results of operation may be adversely and materially
affected.

Collectability and timing of collection of our trade debtors and retention receivables

We submit payment application to our customers and once our customer is satisfied
with our payment application, a payment certificate will be issued to us. Our customer will
usually retain up to 10% of each interim payment and up to a maximum limit of 5% of the
total contract sum as retention money will be released to us on a timely basis.

As at 31 March 2015, our trade debtors and retention receivables are approximately
HK$24.3 million and HK$52.6 million, respectively. Any failure by our customers to make
payments to us on time and in full may have an adverse impact on our liquidity and
financial position.

Pricing of our foundation works and ground investigation field works

The foundation works and ground investigation field works depend on the use of
labour. Our staff costs accounted for approximately 18.8%, 17.6% and 17.5% of the total
direct costs for each of the three years ended 31 March 2015, respectively. The supply and
cost of labour in Hong Kong are affected by the availability of labours in the market as well
as economic factors in Hong Kong including the inflation rate and standard of living. There
is no assurance that the supply of labour and average labour costs will be stable and that our
Group will be able to identify and recruit staff members in replacement in a timely manner,
which could have an adverse effect on our Group’s operation.

Investment and the addition of machinery

Our foundation works and ground investigation field works projects require the use of
machinery. To attain our customer requirements, we need to invest in suitable machinery to
cope with the latest development and maintain our competiveness.

One of our future plans is to acquire additional machinery by utilising a portion of the
net proceeds from the [REDACTED] so as to enhance our capacity to cope with the
expected business growth and facilitate more customer requirements. Such machinery
includes but not limited to drilling rigs, air compressors, crawler cranes, grouting stations
and crane lorries. As a result of the acquisition of additional machinery, it is expected that
additional depreciation will be charged to our profit or loss account and may therefore affect
our financial performance and operating results.
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CRITICAL ACCOUNTING POLICIES

Our Group’s significant accounting policies, which are relevant for the discussion and
analysis of our financial condition and results of operations as included in this document,
are set forth in details in note 1 to the Accountants’ Report set out in Appendix I to this
document. Critical accounting policies are those that are most important to the portrayal of
our Group’s results of operations and financial position and require management to exercise
its judgment in the process of applying our Group’s accounting policies. The assumptions
and estimates are made based on historical experience and various assumptions that we
believe to be reasonable, the results of which form the basis of judgments on our carrying
amounts of assets and liabilities and our results. We believe the following critical accounting
policies involve the most significant estimates and judgments used in the preparation of our
Group’s financial statements.

Significant accounting policies
Fixed assets
Fixed assets is stated at cost less accumulated depreciation and impairment losses.
Gains or losses arising from the retirement or disposal of an item of fixed assets are
determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in profit or loss on the date of retirement or disposal.
Depreciation is calculated to write off the cost of items of fixed assets, less their

estimated residual value, if any, using the straight line method over their estimated useful
lives as follows:

— Furniture and fixtures 5 years
— Leasehold improvements 5 years
— Motor vehicles 5 years
— Machinery 4 — 5 years

Where parts of an item of fixed assets have different useful lives, the cost of the item
is allocated on a reasonable basis between the parts and each part is depreciated separately.
Both the useful life of an asset and its residual value, if any, are reviewed annually.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a
lease if our Group determines that the arrangement conveys a right to use a specific asset or
assets for an agreed period of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of a lease.
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Classification of assets leased to our Group

Assets that are held by our Group under leases which transfer to our Group
substantially all the risks and rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially all the risks and rewards of
ownership to our Group are classified as operating leases.

Assets acquired under finance leases

Where our Group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of the minimum
lease payments, of such assets are included in fixed assets and the corresponding liabilities,
net of finance charges, are recorded as obligations under finance leases. Depreciation is
provided at rates which write off the cost or valuation of the assets over the term of the
relevant lease or, where it is likely our Group will obtain ownership of the asset, the life of
the asset, as set out above. Finance charges implicit in the lease payments are charged to
profit or loss over the period of the leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of the obligations for each accounting
period. Contingent rentals are charged to profit or loss in the accounting period in which
they are incurred.

Operating lease charges

Where our Group has the use of assets held under operating leases, payments made
under the leases are charged to profit or loss in equal instalments over the accounting
periods covered by the lease term, except where an alternative basis is more representative
of the pattern of benefits to be derived from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the aggregate net lease payments made.
Contingent rentals are charged to profit or loss in the accounting period in which they are
incurred.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at
amortised cost using the effective interest method, less allowance for impairment of doubtful
debts, except where the receivables are interest-free loans made to related parties without
any fixed repayment terms or the effect of discounting would be immaterial. In such cases,
the receivables are stated at cost less allowance for impairment of doubtful debts.

We estimate the impairment allowances for trade and other receivables by assessing the
recoverability based on credit history and prevailing market conditions. This requires the use
of estimates and judgments. Allowances are applied to trade and other receivables where
events or changes in circumstances indicate that the balances may not be collectible. Where
the expectation is different from the original estimate, such difference will affect the
carrying amounts of trade and other receivables and thus the impairment loss in the period
in which such estimate is changed. We reassess the impairment allowances annually.
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Construction contracts

Construction contracts are contracts specifically negotiated with a customer for the
construction of an asset or a group of assets, where the customer is able to specify the major
structural elements of the design. When the outcome of a construction contract can be
estimated reliably, contract costs are recognised as an expense by reference to the stage of
completion of the contract at the end of the reporting period. When it is probable that total
contract costs will exceed total contract revenue, the expected loss is recognised as an
expense immediately. When the outcome of a construction contract cannot be estimated
reliably, contract costs are recognised as an expense in the period in which they are
incurred.

Construction contracts in progress at the end of the reporting period are recorded at the
net amount of costs incurred plus recognised profit less recognised losses and progress
billings, and are presented in the statements of financial position as the “Gross amounts due
from customers for contract work™ (as an asset) or the “Gross amounts due to customers for
contract work” (as a liability), as applicable. Progress billings not yet paid by the customer
are included under “Trade and other receivables”. Amounts received before the related work
is performed are included under “Trade and other payables”.

Ground investigation services contracts

Contract revenue on rendering of services comprises the contract amount. Costs of
rendering services comprise labour and other costs of personnel directly engaged in
providing the services and attributable overheads. When the outcome of a service contract
can be estimated reliably, contract costs are recognised as an expense by reference to the
stage of completion of the contract at the end of the reporting period. When it is probable
that total contract costs will exceed total contract revenue, the expected loss is recognised as
an expense immediately. When the outcome of a service contract cannot be estimated
reliably, contract costs are recognised as an expense in the period in which they are
incurred.

Service contracts in progress at the end of the reporting period are recorded at the net
amount of costs incurred plus recognised profit less recognised losses and progress billings,
and are presented in the statements of financial position as the “Gross amounts due from
customers for contract work” (as an asset) or the “Gross amounts due to customers for
contract work™ (as a liability), as applicable. Progress billings not yet paid by the customer
are included under “Trade and other receivables”. Amounts received before the related work
is performed are included under “Trade and other payables”.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable.
Provided it is probable that the economic benefits will flow to our Group and the revenue

and costs, if applicable, can be measured reliably, revenue is recognised in profit or loss as
follows:
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Construction contract revenue

Revenue from construction contract work is recognised based on the stage of
completion of the contracts, provided that the stage of contract completion and the gross
billing value of contracting work can be measured reliably. The stage of completion of a
contract is established according to the progress payment application (by reference to the
amount of completed works confirmed by in-house surveyor) submitted to the customers.

Variations in contract work, claims and incentive payments are included in contract
revenue to the extent that they have been agreed with the customer or the outcome of which
can be estimated reliably by management and are capable of being reliably measured.

When the outcome of a construction contract cannot be estimated reliably, revenue is
recognised only to the extent of contract costs incurred that it is probable will be
recoverable.

Ground investigation services revenue

Revenue from ground investigation services is recognised based on the stage of
completion of the service contracts, provided that the stage of service contract completion
and the gross billing value of contracting work can be measured reliably. The stage of
completion of a service contract is established according to progress certificates issued by
customers.

Variations in contract work, claims and incentive payments are included in service
contract revenue to the extent that they have been agreed with the customer or the outcome
of which can be estimated reliably by management and are capable of being reliably
measured.

When the outcome of a service contract cannot be estimated reliably, revenue is

recognised only to the extent of service contract costs incurred that it is probable will be
recoverable.
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SUMMARY OF COMBINED FINANCIAL AND OPERATING DATA

The following combined statements of profit or loss and comprehensive income and
combined statements of financial position are extracted from the Accountants’ Report set
forth in Appendix I to this document.

Combined statements of profit or loss and comprehensive income
Year ended 31 March

2013 2014 2015
HK$’000  HK$'000  HK$’000

Turnover 255,112 325,455 408,128
Direct costs (189,263)  (256,736) (293,962)
Gross profit 65,849 68,719 114,166
Other revenue 169 2,066 1,675
Other net income 609 147 840
General and administrative expenses (18,823) (22,910) (39,283)

47,804 48,022 77,398
Finance costs (244) (742) (642)
Profit before taxation 47,560 47,280 76,756
Income tax (7,814) (7,786) (14,450)
Profit and total comprehensive income for the year 39,746 39,494 62,306

Attributable to:

Equity shareholders of the company 39,702 39,368 62,000
Non-controlling interest 44 126 306
Profit and total comprehensive income for the year 39,746 39,494 62,306
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Combined statements of financial position

At 31 March
2013 2014 2015
HKS$’000 HK$’000 HKS$’000
Non-current assets
Fixed assets 44,779 59,491 44,339
Prepayment 2,872 - 50
Club memberships 400 400 400
Deferred tax assets 34 138 149
48,085 60,029 44,938
Current assets
Gross amounts due from customers for contract work 58,560 53,683 55,191
Trade and other receivables 64,752 61,177 90,145
Amounts due from related parties 760 9,025 -
Tax recoverable 239 - 7,090
Cash and cash equivalents 16,151 66,049 74,956
140,462 189,934 227,382
Current liabilities
Gross amounts due to customers for contract work 7,340 18,701 15,306
Trade and other payables 43,075 53,742 27,518
Dividend payable - - 60,000
Amounts due to related parties 5,443 1,494 -
Bank loans 186 - -
Obligations under finance leases 6,703 11,346 9,197
Tax payable 5,440 4,422 4,246
68,187 89,705 116,267
Net current assets 72,275 100,229 111,115
Total assets less current liabilities 120,360 160,258 156,053
Non-current liabilities
Obligations under finance leases 6,714 10,203 3,201
Provision for long service payment 430 334 861
Deferred tax liabilities 3,421 4,932 4,896
10,565 15,469 8,958
NET ASSETS 109,795 144,789 147,095
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At 31 March
2013 2014 2015
HK$’000 HK$’000 HKS$’000

CAPITAL AND RESERVES
Share capital 10,350 10,350 10,350
Reserves 99,063 133,981 136,130

Total equity attributable to equity shareholders of
the Company 109,413 144,331 146,480
Non-controlling interests 382 458 615

109,795 144,789 147,095
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

REVENUE

Our Group’s revenue was derived from conducting foundation works and ground
investigation field works in Hong Kong. As a subcontractor, we conduct foundation works
that mainly include construction of socketed H-piles, mini piles, soldier piles, pipe piles and
king posts. As a main contractor, we conduct ground investigation field works that mainly
involve the drilling of holes in the ground, the extraction of samples of soil and/or rock
from various spots and at various depths on the site for laboratory testing and the
preparation of ground investigation report. Our revenue for each of the three years ended 31
March 2015 had been generated predominantly by foundation works undertaken by our
Group. Revenue from foundation works represented approximately 86.9%, 89.4% and 89.0%,
respectively of our total revenue, while, revenue from our ground investigation field works
represented approximately 13.1%, 10.6% and 11.0%, respectively of our total revenue.

The following table sets out a breakdown of (i) our revenue from foundation works
projects with recognised revenue of not less than HK$13 million in each of the three years
ended 31 March 2015; (ii) aggregate revenue from foundation works projects with
recognised revenue of less than HK$13 million in each of the three years ended 31 March
2015; (iii) our revenue from ground investigation field works projects; and (iv) total revenue
recognised for each category of revenue from the commencement of the Track Record
Period and up to the Latest Practicable Date as follows:
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During each of the three years ended 31 March 2015, aggregate revenue from
foundation works with recognised revenue of not less than HK$13 million of approximately
HK$140.3 million, HK$228.9 million and HK$251.0 million, respectively accounted for
approximately 55.0%, 70.3% and 61.5% of our total revenue, respectively, having been
contributed by 5, 4 and 7 projects, respectively. Meanwhile, aggregate revenue from
foundation works with recognised revenue of less than HK$13 million of approximately
HK$81.3 million, HK$62.1 million and HKS$112.1 million, respectively accounted for
approximately 31.9%, 19.1% and 27.5% of our total revenue, respectively, having been
contributed by 32, 42 and 54 projects, respectively. During the Track Record Period,
foundation works projects F4 and F5 had made the highest contributions to our Group in
terms of revenue. Construction works in respect of those two projects had commenced in
FY2013 and were in full swing in FY2014. During the year ended 31 March 2015 and up to
the Latest Practicable Date, while foundation works project F4 was completed, foundation
works project F5 still continued to make significant contributions to our Group in terms of
revenue. We recorded revenue for ground investigation field works of approximately
HK$33.5 million, HK$34.5 million and HK$45.1 million, respectively for each of the three
years ended 31 March 2015, representing approximately 13.1%, 10.6% and 11.0% of our
total revenue, respectively. Revenues from our ground investigation field works were
contributed by 8, 10 and 20 projects, respectively. Our ability to sustain a stable level of
revenue in respect of ground investigation field works upon a smaller number of projects
since FY2013 was attributable to ground investigation field works project GI1 awarded to us
by the Customer D in November 2011, as the main contractor for public ground
investigation field works. Upon expiry of ground investigation field works project GIl in
November 2013, we entered into ground investigation field works project GI2 with the
Customer D, which will expire in November 2015. The increase in the number of ground
investigation field works projects during the year ended 31 March 2015 was due to the
increased proportion of private ground investigation field works project during the year.
During each of the three years ended 31 March 2015, there were 4, 2 and 5 customers which
individually contributed over 10% of our Group’s revenue, respectively. The aggregate
amount of revenue from these customers accounted for approximately 63.2%, 56.8% and
65.8% of our total revenue, respectively.

The year-on-year increases in revenue of our Group for FY2013, FY2014 and FY2015
corresponded to the increase in construction activities in Hong Kong during the same period.
Please refer to the “Industry Overview” section in this document for further details
concerning the foundation industry in Hong Kong. Further, please also refer to the paragraph
headed “Business — Our Works — Our Projects” in this document for (i) further details
concerning foundation works projects F1 to F13; (ii) further details concerning revenues
from ground investigation field works projects GI1 and GI2; and (iii) an analysis of revenue
recognised between public and private sectors during the Track Record Period and after the
Track Record Period and up to the Latest Practicable Date; and the paragraph headed
“Business — Our Customers” in this document for details about our customers.
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DIRECT COSTS

The following tables set out a summary of cost of sales for each of the three years
ended 31 March 2015:

2013 2014 2015
Direct Direct Direct Direct Direct Direct
costs for costs for Total costs for costs for Total costs for costs for Total
foundation investigation direct  foundation investigation direct  foundation investigation direct
works works costs works works costs works works costs

HKS$°000 HKS$°000 HKS$'000 HKS$°000 HKS$°000 HKS$°000 HKS$°000 HK$'000 HKS$°000

Steel 19,665 - 19,665 14,578 - 14,578 28,607 - 28,607
Cement 10,359 157 10,516 18,434 235 18,669 18,676 255 18,931
Diesel fuel 18,738 112 18,850 24,256 146 24,402 20,922 202 21,124
Machinery spare part 21,197 1,815 23,012 27,750 1,699 29,449 27,817 2,006 29,823

Total construction
material and

consumable costs 69,959 2,084 72,043 85,018 2,080 87,098 96,022 2,463 98,485
Sub-subcontracting

charges 26,073 13,259 39,332 41,907 11,489 53,396 55,541 14,119 69,660
Labour costs 29,325 6,264 35,589 38,577 6,667 45,244 43,190 8,249 51,439
Machinery rental costs 16,174 64 16,238 25,658 90 25,748 19,274 81 19,355
Depreciation 10,527 146 10,673 17,201 278 17,479 18,849 348 19,197
Transportation expenses 5,116 1,066 6,182 9,604 1,060 10,664 14,249 1,513 15,762
Repair and maintenance 3,529 391 3,920 5,571 711 6,282 10,037 440 10,477
Other costs 1,940 3,346 5,286 8,055 2,770 10,825 6,927 2,660 9,587
Total direct costs 162,643 26,620 189,263 231,591 25,145 256,736 264,089 29,873 293,962

Total direct costs primarily consist of (i) costs of construction material and
consumable; (ii) sub-subcontracting charges; (iii) labour costs; (iv) machinery rental costs;
(v) repairs and maintenance; and (vi) transportation expenses. Construction material and
consumable costs mainly represent costs of raw material consumed in the course of
foundation works projects such as steel, cement, diesel fuel and machinery spare parts (i.e.
drill rod and drill bits). Sub-subcontracting charges represent direct costs paid to
sub-subcontractors who took part in our foundation works projects. Staff costs represent
labour costs paid to workers who are directly involved in foundation works projects.
Machinery rental costs represent mainly costs incurred for hiring crawler cranes for lifting
heavy construction materials and machinery at the construction sites, drilling rigs and
automatic grouting stations. Repairs and maintenance costs represent costs incurred to fix
wear and tear inflicted on machinery and equipment through normal use. Transportation
expenses represent fees paid for transporting our machinery and equipment between
construction sites and workshops as well as costs for handling the excavated soil and
garbage generated on-site.

Aggregate construction material and consumable costs, subcontracting charges and staff
costs accounted for approximately 77.7%, 72.3% and 74.7% of total direct costs during each
of the three years ended 31 March 2015. The proportion of construction material and
consumable costs, subcontracting charges and staff costs varies from project to project
depending on the nature and size of our project.

Direct material and labour costs for construction of socketed H-piles and mini piles are
mainly driven by factors such as (i) man and machine hours for drilling, splicing and
grouting; (ii) permissible working hour per day and idle time; (iii) the depth of bedrock or
firm-soil strata; (iv) the site and sub-soil condition and the size and complexity of work
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involved (which drives labour and machine time costs as well as consumable costs); (V)
whether permanent steel casing and/or non-retractable drill bits are being used; (vi) the pile
type (e.g. H-steel beams or steel pipes); and (vii) the number of bore holes. Meanwhile,
direct materials and labour costs for construction of soldier piles, pipe piles and grout
curtain are mainly driven by (i) the volume of drilling, splicing and grouting activities
conducted in close successions along the excavation perimeter; (ii) the area of the
construction site; (iii) the permissible working hour per day and idle time; (iv) the depth of
bore holes; and (v) the site and sub-soil condition. Further, as socketed H-piles and mini
piles are mainly designed to take on vertical or lateral loading from the building or structure
above, their construction is normally subject to more stringent inspection and testing
requirements than foundation works relating to pipe piling, soldier piling and grout curtain
construction works. Such activities become cost drivers for increased time costs and
inspection and testing related expenses.

For each of the three years ended 31 March 2015, our total purchase cost of
construction materials and consumables amounted to approximately HK$72.0 million,
HK$87.1 million and HK$98.5 million, representing approximately 38.1%, 33.9% and 33.5%
of total costs of sales, respectively. When the market price of the construction and
consumable materials increases, we can pass on price increases to our customers at the time
of quotation. Nevertheless, our construction contracts do not include any price adjustment
mechanism for market price fluctuation of the construction materials. For details concerning
measures taken by our Group to minimise exposure to construction materials and
consumables price fluctuation during construction, please refer subsection under “Financial
Information — Our Supplier — Procurement of construction materials and Procurement of
diesel fuel” in this document.

For each of the three years ended 31 March 2015, our aggregate sub-subcontracting
charges and staff costs amounted to approximately HK$74.9 million, HK$98.6 million, and
HK$121.1 million, representing approximately 39.6%, 38.4% and 41.2% of total costs of
sales, respectively. Our aggregate sub-subcontracting charges and staff costs fluctuated
generally with our workload during each reporting period. To cope with expanding workload
posed by foundation works projects F4 and F5 in FY2014, our number of site management
staff increased from 22 as at 31 March 2013 to 29 as at 31 March 2014, while, our number
of construction workers increased from 111 as at 31 March 2013 to 121 as at 31 March
2014. The number of site management staff and construction workers decreased to 25 and
108, respectively as at 31 March 2015 due to casual vacancy created due to departures of
relevant staff. Further, the average number of construction workers were 111, 157 and 174
during each of the three years ended 31 March 2015 respectively. The increase in labour
costs for the year ended 31 March 2015, despite a decrease in staff number, was mainly due
to the increased bonus payment of approximately HK$1.1 million compared to the preceding
year and the increase in the average number of construction workers and the salary
increment during the year ended 31 March 2015. We rely on our sub-subcontractors to
augment our workforce. The level of sub-subcontracting costs incurred by our Group in any
given reporting period were influenced by factors such as (i) the number of concurrent jobs
at any given point in time; (ii) the target completion date of each project; and (iii) the size
and complexity of each project. Please refer to the paragraph headed “Business — Our
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Suppliers — Sub-subcontracting” in this document for further details about our
sub-subcontractors. A large proportion of our ground investigation field works is outsourced
to sub-subcontractors during each reporting period.

For each of the three years ended 31 March 2015, our machinery rental costs amounted
to approximately HK$16.2 million, HK$25.7 million and HK$19.4 million, respectively,
representing approximately 8.6%, 10.0% and 6.6% of total costs of sales, respectively. Our
machinery rental costs fluctuated with the size and progress of our foundation and ground
investigation field works during each reporting period.

For each of the three years ended 31 March 2015, our transportation costs amounted to
approximately HK$6.2 million, HK$10.7 million and HK$15.8 million, respectively,
representing approximately 3.3%, 4.2% and 5.4% of total costs of sales, respectively. Our
transportation costs fluctuated with the size and progress of our foundation and ground
investigation field works during each reporting period.

For each of the three years ended 31 March 2015, our costs of repair and maintenance
amounted to approximately HK$3.9 million, HK$6.3 million and HK$10.5 million,
respectively, representing approximately 2.1%, 2.5% and 3.6% of total costs of sales,
respectively. Our repairs and maintenance costs fluctuated with the size, progress and
sub-soil condition of our foundation and ground investigation field works during each
reporting period.

For each of the three years ended 31 March 2015, our other costs of sales amounted to
approximately HKS$5.3 million, HK$10.8 million and HK$9.6 million, respectively,
representing approximately 2.8%, 4.2% and 3.3% of total costs of sales, respectively. Our
other costs of sales related to government levies, entertainment, test reports and other site
expenses.

The following sensitivity analysis illustrates the impact of hypothetical changes, based
on historical fluctuations during the Track Record Period, in costs of steel and cement,
diesel fuel sub-subcontracting charges and staff costs under cost of sales for the respective
periods during the Track Record Period:

- 257 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMEDNT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER

OF THIS DOCUMENT.

FINANCIAL INFORMATION

Sensitivity analysis

% change
in price of steel

10%
5%
2%
-2%
-1%
-12%

Sensitivity analysis

% change in price
of cement

11%
9%
T%
5%
2%

Sensitivity analysis

% change in price
of diesel fuel

11%
9%
T%
5%
2%

on price of steel

2013
Corresponding
change in
direct costs %
HK$’000
1,967 1.0%
983 0.5%
393 0.2%
(393)  -0.2%
(1,377 -0.7%
(2,360)  -1.2%

on price of cement

2013

Corresponding
change in

direct costs %
HK$’000

1,157 0.6%

946 0.5%

736 0.4%

526 0.3%

210 0.1%

on price of diesel fuel

2013

Corresponding
change in

direct costs %
HK$’000

2,074 1.1%

1,697 0.9%

1,320 0.7%

943 0.5%

377 0.2%

Year ended 31 March

2014

Corresponding
change in
direct costs
HK$’000

1,458
729
292

(292)
(1,020)
(1,749)

%

0.6%
0.3%
0.1%
-0.1%
-0.4%
-0.7%

Year ended 31 March

2014

Corresponding
change in
direct costs
HK$’000

2,054
1,680
1,307
933
373

%

0.8%
0.7%
0.5%
0.4%
0.1%

Year ended 31 March

2014

Corresponding
change in
direct costs
HK$’000

2,684
2,196
1,708
1,220

488

%

1.0%
0.9%
0.7%
0.5%
0.2%

2015
Corresponding
change in
direct costs
HK$’000

2,861
1,430
572
(572)
(2,002)
(3,433)

2015
Corresponding
change in
direct costs
HK$’000

2,082
1,704
1,325
947
379

2015
Corresponding
change in
direct costs
HK$’000

2,324
1,901
1,479
1,056

422

%

1.0%
0.5%
0.2%
-0.2%
-0.7%
-1.2%

%

0.7%
0.6%
0.5%
0.3%
0.1%

%

0.8%
0.6%
0.5%
0.4%
0.1%

Note I Diesel fuel is one of the key components of our Group’s construction material. For each of the three
years ended 31 March 2015, our diesel fuel cost amounted to approximately HK$18.9 million, HK$24.4
million and HK$21.1 million, representing approximately 10.0%, 9.5% and 7.2% of total costs of sales,
respectively. The monetary amount of diesel fuel consumed by our Group for the year ended 31 March
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2015 was approximately HK$21.1 million, with a weighted average cost per litre for the year of
approximately HK$6.48 per litre. There has been a decline in unit diesel fuel cost per litre during the
year ended 31 March 2015. The highest unit diesel fuel cost of approximately HK$7.05 per litre was
recorded in April 2014, while the lowest unit diesel fuel cost of approximately HK$4.30 per litre was
recorded in March 2015. Should the highest and lowest diesel unit cost be applied to the actual quantity
of diesel fuel consumed by our Group for the year ended 31 March 2015 of approximately 3.2 million
litre, the amount of diesel consumption by our Group during the financial year ended 31 March 2015

would have been approximately HK$22.6 million and approximately HK$13.8 million respectively.

Sensitivity analysis on price of sub-subcontractor charges

% change

in price of
sub-subcontractor
charges

15%
12%
8%
6%
3%

Sensitivity analysis

% change
in price of staff
costs

15%
12%
8%
6%
3%

2013

Corresponding
change in

direct costs %
HK$’000

5,900 3.1%

4,720 2.5%

3,147 1.7%

2,360 1.2%

1,180 0.6%

on price of staff costs

2013

Corresponding
change in

direct costs %
HKS$°000

5,338 2.8%

4,271 2.3%

2,847 1.5%

2,135 1.1%

1,068 0.6%

Year ended 31 March

2014

Corresponding
change in

direct costs %
HK$’000

8,009 3.1%

6,408 2.5%

4,272 1.7%

3,204 1.2%

1,602 0.6%

Year ended 31 March

2014

Corresponding
change in

direct costs %
HKS$°000

6,787 2.6%

5,429 2.1%

3,620 1.4%

2,715 1.1%

1,357 0.5%
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2015

Corresponding
change in
direct costs
HK$’000

10,449
8,359
5,573
4,180
2,090

2015
Corresponding
change in
direct costs
HKS$°000

7,716
6,173
4,115
3,086
1,543

%

3.6%
2.8%
1.9%
1.4%
0.7%

%

2.6%
2.1%
1.4%
1.0%
0.5%
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GROSS PROFIT

The following table sets out a breakdown of gross profit and gross profit margin of our
Group by segment for each of the three years ended 31 March 2015:

Year ended 31 March

2013 2014 2015
HK$’000  HK$’000  HK$’000

Gross Profit

Foundation construction 58,922 59,409 98,981
Ground investigation services 6,927 9,310 15,185
Total 65,849 68,719 114,166

Gross profit margin

Foundation construction 26.6% 20.4% 27.3%
Ground investigation services 20.6% 27.0% 33.7%
Overall (i.e. total gross profit divided by

turnover) 25.8% 21.1% 28.0%

Foundation works projects with recognised

revenue
— not less than HK$13 million 28.7% 21.9% 28.4%
— less than HK$13 million 25.8% 19.3% 24.7%

Year ended 31 March 2015 compared to year ended 31 March 2014

Our gross profit increased by approximately HK$45.5 million or 66.2% from
approximately HK$68.7 million for the year ended 31 March 2014 to approximately
HK$114.2 million for the year ended 31 March 2015. Meanwhile, our gross profit margin
increased from approximately 21.1% for the year ended 31 March 2014 to approximately
28.0% for the year ended 31 March 2015. The increase in our gross profit margin was
driven by an increase in both gross profit margin pertaining to each of the foundation
construction and ground investigation services segments from approximately 20.4% to 27.3%
and 27.0% to 33.7%, respectively.

—  foundation construction segment

The increase in gross profit margin for the foundation construction segment was mainly
attributable to the higher gross margin achieved by foundation works project F9 and FS5,
partially offset by the lower margins from foundation works project F10 and F11. F9 and F5
accounted for approximately 14.0% and 12.7%, respectively, of our total revenue for the
year ended 31 March 2015 and contributed substantially towards our gross profit for that
year, whereas, F10 and F11 accounted approximately 3.7% and 5.8%, respectively, of our
total revenue for the same year. The higher gross margin for F9 was attributable to
substantial cost savings in man power terms achieved through the deployment of more
powerful drilling machinery as dictated by the site condition. Meanwhile, F5, which was
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previously a H-Pile only project, had improved its gross profit margin by expanding its
scope to include more profitable pipe-piling work ensued from a variation order during the
year. Please refer to the paragraph under “Financial Information — Direct Costs” in this
document for further discussions on differing cost drivers for pipe-piling and H-piles
foundation works. The gross profit margin for FI0 was low due to high machining cost
associated with drilling through rocky layer, meanwhile, F11’s proximity to the sea had
increased its complexity and in turn negatively impacted its profitability.

—  Ground investigation services segment

The increase in gross profit margin for ground investigation services segment was
mainly attributable to labour shortages ensued from an unexpected upsurge in demand for
public works projects prevailing the year ended 31 March 2014, which had led to higher
recorded subcontracting charges in the same period last year. Moreover, the higher gross
profit margin for the year ended 31 March 2015 was mainly attributable to cost savings
achieved through the deployment of an ultrasound scanner acquired in January 2014 and
partly to the higher proportion of private works projects that carried higher gross profit
margins.

Year ended 31 March 2014 compared to year ended 31 March 2013

Our gross profit increased slightly by approximately HK$2.9 million or 4.4% from
approximately HK$65.8 million for the year ended 31 March 2013 to approximately
HK$68.7 million for the year ended 31 March 2014. Meanwhile, our gross profit margin
decreased from approximately 25.8% for the year ended 31 March 2013 to approximately
21.1% for the year ended 31 March 2014. The decrease in overall gross profit margin was
mainly driven by a decrease in gross margin for foundation construction segment from
approximately 26.6% to 20.4% offset by an increase in gross margin for ground
investigation services segment approximately 20.6% to 27.0%.

—  foundation construction segment

The decrease in gross profit margins in respect of foundation construction segment was
a result of the net effect of the gross profit margins achieved by our top two contributors to
revenue in FY2014, namely, foundation works projects F5 and F4, which accounted for
approximately 36.7% and 19.9%, respectively, of our total revenue for FY2014 and
contributed substantially towards our gross profit for that year. F5 involved the construction
of more than 700 socketed H-Piles over an extensive site with an underlying rock layer
below the surface. The sheer scale and complexity negatively impacted the gross profit
margin of F5. Meanwhile, F4 commanded a relatively higher gross margin due to its relative
simplicity as a pre-boring only project that did not involve any pile construction nor
construction material input.
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—  Ground investigation services segment

The increase in gross profit for the ground investigation services segment was mainly
attributable to the savings on borehole imaging costs through the deployment of an
ultrasound scanner acquired in January 2014, offset partly by an increase in subcontracting
charges due to labour shortages ensued from an unexpected upsurge in demand for public
works projects during FY2014.

Analysis of gross profit margin in respect of foundation works projects with recognised
revenue of not less than HK$13 million and those less than HK$13 million

The gross profit margin of foundation works projects with recognised revenue of not
less than HK$13 million (“Not-less-than-HK$13-million projects”) for each of the three
years ended 31 March 2015 was generally higher than those with recognised revenue of less
than HK$13 million (“Less-than-HK$13-million projects”). The relatively lower gross profit
margins in respect of Less-than-HK$13-million projects were due to competitive pricing
strategy adopted by the Group in face of more intense competition with respect to those
projects.

The significantly higher gross margin of approximately 28.4% recorded in respect of
Not-less-than-HK$13-million projects for the year ended 31 March 2015 as compared to
Less-than-HK$13-million of approximately 24.7% for the same year was mainly attributable
to the higher margins carried by foundation works projects F9 and FS5.
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ADMINISTRATIVE EXPENSES

Administrative expenses mainly include staff costs, Directors’ remuneration and
benefits, operating lease rental on land and building, legal and professional fees,
entertainment, motor vehicles and travelling expenses, and other administrative expenses.
The following table sets out a breakdown of our administrative expenses for each of the
three years ended 31 March 2015.

Year ended 31 March
2013 2014 2015
HK$’000 HK$’000 HKS$’000

Staff costs, including Directors’ emoluments 9,867 12,852 16,173
Motor vehicles and travelling expenses 2,264 2,576 3,026
Operating lease rental on land and buildings 1,689 1,737 1,889
Entertainment 1,132 1,381 1,647
Insurance - 14 543
Legal and professional fee 709 693 12,550
Depreciation 713 770 982
Telephone and fax 310 340 360
Auditors’ remuneration 173 245 245
Others 1,966 2,302 1,868

18,823 22,910 39,283

Staff costs including Directors’ emoluments

During each of the three years ended 31 March 2015, staff costs for management and
administration staff increased from approximately HK$9.9 million for the year ended 31
March 2013 to HK$12.9 million for the year ended 31 March 2014 to HK$16.2 million for
the year ended 31 March 2015. The increase in staff costs during the year ended 31 March
2014 was mainly attributable to the increase in the number of management and
administration staff from 29 as at 31 March 2013 to 37 as at 31 March 2014. The number of
management and administration staff was 34 as at 31 March 2015. The increase in staff
costs for the year ended 31 March 2015 was mainly due to the increased bonus payment of
approximately HK$1.0 million, and the increased director’s emoluments of approximately
HK$1.7 million compared to the preceding year.

Our Directors’ remuneration and benefits related to Directors’ salaries, allowances and
benefit in kind, mandatory provident fund contribution and discretionary bonuses. During
each of the three years ended 31 March 2015, the Directors’ remuneration and benefits,
which amounted to approximately HK$4.8 million, HK$7.0 million and HK$8.8 million,
respectively, had been recorded in administrative expenses under staff costs. The increase in
Director’s remuneration and benefits since the year ended 31 March 2013 was mainly
attributable to the increase in Directors’ fees.
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Operating lease rental on land and building

Our Group incurred operating lease rental on land and building expenses in respect of
office premises, two warehouses, and open storage and service depot for our machinery and
equipment. The office premises and storage depot occupied by us were leased from two
associates of a Controlling Shareholder. Accordingly, those landlords are connected persons
of our Company for [REDACTED] Rules purposes. Please refer to the subsection headed
“Connected Transactions — Exempted Continuing Connected Transactions” in this document
for further details. The two warehouses were leased from landlords, who are Independent
Third Parties.

Legal and professional fees

Our legal and professional fees primarily related to (i) the [REDACTED] of our
Company; and (ii) the safety consultancy fees incurred by our Group. The legal and
professional fees recorded in administrative expenses for each of the three years ended 31
March 2015 approximately HK$0.7 million, HKS$0.7 million and HK$12.6 million,
respectively. The legal and professional fees recorded during the Track Record Period were
largely related to safety consultancy fees incurred by our Group. The higher level of
professional fees recorded in the year ended 31 March 2015 were largely attributable to the
professional fees incurred in relation to the [REDACTED] of approximately HK$10.8
million.

Other administrative expenses

Our other administrative expenses included motor vehicles and travelling expenses,
entertainment, insurance, telephone and fax charges, auditor’s remuneration and other sundry
expenses. The year-on-year increases in other administrative expenses over the Track Record
Period were driven by our business expansion. Our motor vehicles expenses consisted of
motor vehicles repair and maintenance costs, fuel costs, vehicle registration licence fees and
insurance.

FINANCE COSTS

Our finance costs mainly represent interest expenses for bank loans and interest
expenses on obligations under finance leases of machinery and equipment. During each of
the three years ended 31 March 2015, our bank loans bore interest, ranging from 2.75% to
3.25%, 2.75% and nil, respectively. Meanwhile, the weighted average interest rate for our
obligations under finance leases for the same years were approximately 3.44%, 3.83% and
2.92% respectively. We had no bank overdrafts as at 31 March 2013, 2014 and 2015.
Aggregate finance costs related to our outstanding bank loans, obligations under finance
leases for each of the three years ended 31 March 2015 were approximately, HK$0.2
million, HK$0.7 million and HKS$0.6 million, respectively. The year-on-year increases in
finance cost over the Track Record Period were mainly attributable to the increase in interest
expenses on obligations under finance leases of machinery and equipment. Interest coverage,
which is calculated by dividing profit from operations for a given year by finance costs
recorded for the same year, for each of the three years ended 31 March 2015 were 195.2
times, 64.7 times, and 120.5 times, respectively.
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INCOME TAX EXPENSES

Our Group was not subject to any income tax in the Cayman Islands during each of the
three years ended 31 March 2015. The provision for Hong Kong profits tax was calculated
at 16.5% of the relevant estimated assessable profits during the Track Record Period.

For the year ended 31 March 2015, our Group incurred income tax expenses of
approximately HK$14.4 million, representing an effective tax rate of approximately 18.8%,
which is slightly higher than Hong Kong profit tax rate. In arriving at the taxable profit for
individual member within our Group, non-deductible expenses and non-taxable income arose
primarily from [REDACTED] expenses and income from intra-group leasing of machinery
(as discussed below) respectively were adjusted from the accounting profit for the period.
The tax effect of such non-deductible expenses and non-taxable income amounted to
approximately HK$2.0 million and HK$0.2 million respectively.

For the year ended 31 March 2014, our Group incurred income tax expenses of
approximately HK$7.8 million, representing an effective tax rate of approximately 16.5%,
which is comparable with Hong Kong profit tax rate. In arriving at the taxable profit for
individual member within our Group, aggregated expenses of approximately HK$0.3 million,
which are not deductible for tax purposes, were added back while non-taxable income of
approximately HK$0.3 million arose from intra-group leasing of machinery (as discussed
below) was deducted from the accounting profit for the year.

For the year ended 31 March 2013, our Group incurred income tax expenses of
approximately HK$7.8 million, representing an effective tax rate of approximately 16.5%,
which is comparable with Hong Kong profit tax rate. In arriving at the taxable profit for
individual member within our Group, no major adjustments had been made to the accounting
profit for the year.

Machinery lease agreement

On 1 June 2013, Wan Kei Machinery, as owner, entered into a rental agreement with
Wan Kei (Macau), as hirer, to rent one set of air compressor and three sets of drilling rigs at
a total sum of HKS$59,378.07 per unit per week (excluding the cost of diesel fuel and
transportation charges) for a period from 1 June 2013 to 31 December 2014.

Our Directors confirm that the Machinery lease agreement is for the purpose of
providing the leased machines, made available by Wan Kei Machinery, for the use of Wan
Kei (Macau), and the leasing income is a commercial consideration to reward the owner of
the asset for providing the right of use to the lessee.

Hong Kong taxation
The aforesaid intra-group leasing income of approximately HK$1.6 million and HK$1.0
million recorded in year ended 31 March 2014 and the year ended 31 March 2015 derived

by Wan Kei Machinery from the leasing of machinery and equipment to Wan Kei (Macau)
are considered to be income attributable to the provision of machinery and equipment for
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use exclusively in Macau. Our Directors consider that such income from intra-group leasing
is regarded as sourced outside of Hong Kong and is not chargeable to Hong Kong tax
pursuant to section 15(1)(d) of the Inland Revenue Ordinance.

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS
Year ended 31 March 2015 compared to year ended 31 March 2014
Revenue

Our revenue increased by approximately HK$82.6 million, or 25.4%, from
approximately HK$325.5 million for the year ended 31 March 2014 to approximately
HK$408.1 million for the year ended 31 March 2015. Such increase was primarily
attributable to the increased revenue recognised for our foundation works projects by
approximately HK$72.1 million or 24.8%, from approximately HK$291.0 million for the
year ended 31 March 2014 to approximately HK$363.1 million for the year ended 31 March
2015.

Direct costs
(i) Construction material and consumable costs

Our construction material and consumable costs increased by approximately HK$11.4
million or 13.1% from approximately HK$87.1 million for the year ended 31 March 2014 to
approximately HK$98.5 million for the year ended 31 March 2015. Such increase in costs of
construction material and consumable was attributable to the increase in aggregate cost of
steel and cement consumption of approximately HK$14.3 million, offset by a decrease in
aggregate cost of diesel fuel and machinery spare parts of approximately HK$2.9 million.

- Steel and cement consumption

While cement consumption for 2015 is comparable to that recorded in the previous
year, steel consumption increased approximately HK$14.0 million when compared to the
previous year. The increase in steel consumption was mainly due to foundation works
project F10 and F12, both of which carried retaining wall elements, driving up steel costs,
stemming from the high volume of steel casing used. Furthermore, the high cost of steel and
cement consumption of F10 was partly attributable to drilling activities through rocky layer.

—  Diesel fuel and machinery spare parts consumption

While machinery spare parts consumption for 2015 is comparable to that recorded in
the previous year, diesel fuel consumption decreased approximately HK$3.3 million when
compared to the previous year. The decrease in diesel fuel consumption was mainly
attributable to the decline in unit diesel fuel cost per unit during the year. Refer to
“sensitivity analysis on price of diesel fuel” under “Financial Information — Direct Cost” for
further information for a discussion of decline in unit price.
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(ii) Sub-subcontracting charges

Our sub-subcontracting charges increased by approximately HK$16.3 million, or
30.5%, from approximately HK$53.4 million for the year ended 31 March 2014 to
approximately HK$69.7 million for the year ended 31 March 2015. Such increase was due
to the fact that substantial proportions of our foundation works projects F5, F8 and F9 were
outsourced to subcontractors for alleviating short-term labour constraints faced by our Group
during the year ended 31 March 2015.

(iii) Labour costs

Our labour costs increased by approximately HK$6.2 million, or 13.7%, from
approximately HK$45.2 million for the year ended 31 March 2014 to approximately
HK$51.4 million for the year ended 31 March 2015. Such increase was mainly driven by
foundation works projects F5, F9 and FI12 during the year ended 31 March 2015.
Meanwhile, our labour costs for the year ended 31 March 2014 were mainly attributable to
foundation works projects F4 and F5. This increase in our direct labour costs was also due
to increased bonus payment of approximately HK$1.1 million compared to the preceding
year and the increase in the average number of construction workers and the salary
increment during the year ended 31 March 2015.

(iv) Machinery rental costs

Our machinery rental costs decreased by approximately HK$6.3 million, or 24.5%,
from approximately HK$25.7 million for the year ended 31 March 2014 to approximately
HK$19.4 million for the year ended 31 March 2015. Our machinery rental costs were mainly
driven by the size and progress of our foundation and ground investigation works projects
during each reporting period. Our machinery rental costs for the year ended 31 March 2015
were mainly attributable to foundation works projects F5 (on a much reduced scale
compared to 2014), F8, F9, F10 and F11. Meanwhile, our machinery rental costs for the year
ended 31 March 2014 were mainly attributable to foundation works projects F4 and F5.

(v) Depreciation

Our depreciation charges increased by approximately HK$1.7 million, or 9.7%, from
approximately HK$17.5 million for the year ended 31 March 2014 to approximately
HK$19.2 million for the year ended 31 March 2015. Such increase in depreciation charges
was mainly due to the additions of machinery and equipment during the year ended 31
March 2015.

(vi) Transportation expenses

Our transportation costs increased by approximately HK$5.1 million, or 47.7%, from
approximately HK$10.7 million for the year ended 31 March 2014 to approximately
HK$15.8 million for the year ended 31 March 2015. Our transportation costs increase was
attributable to foundation works projects F8, F9 and F11. Meanwhile, our transportation
costs for the year ended 31 March 2014 were mainly attributable to foundation works
projects F4 and F5.
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(vii) Repair and maintenance

Our costs of repair and maintenance increased by approximately HK$4.2 million or
66.7% from approximately HKS$6.3 million for the year ended 31 March 2014 to
approximately HK$10.5 million for the year ended 31 March 2015. Such increase in the
costs of repair and maintenance was attributable to the higher level of wear and tear
inflicted on our machinery and equipment due to the volume of drilling and subsoil
condition pertaining to foundation works projects F5, F8 and F9.

(viii) Other costs

Our other cost decreased by approximately HKS$1.2 million or 11.1% from
approximately HK$10.8 million for the year ended 31 March 2014 to approximately HK$9.6
million for the year ended 31 March 2015. The decrease in other cost was main drivenly by
foundation works projects F9, F10 and F12.

Gross profit

Our gross profit increased by approximately HK$45.5 million or 66.2% from
approximately HK$68.7 million for the year ended 31 March 2014 to approximately
HK$114.2 million for the year ended 31 March 2015. The increase in our gross profit
margin was mainly attributable to the higher gross margin achieved by foundation works
project F9 and F5, partially offset by the lower margins from foundation works project F10
and F11. Please refer to the “Financial information — Gross Profit” section in this document
for further discussion and analysis of the gross profit and gross profit margin for the year.

Other revenue

Our other revenue decreased by approximately HK$0.4 million or 19.0% from
approximately HK$2.1 million for the year ended 31 March 2014 to approximately HK$1.7
million for the year ended 31 March 2015. Such a decrease in other revenue was mainly
attributable to the decrease in machinery rental income from Wan Kei (Macau) the
connected person of the Company and other subcontractors.

Other net income

Our other net income increased 7 times from approximately HK$0.1 million for the
year ended 31 March 2014 to approximately HK$0.8 million for the year ended 31 March
2015. Such increase in other net income was mainly attributable to the higher level of gain
on disposal of fixed assets recorded in the year ended 31 March 2015.
Administrative expenses

Administrative expenses increased by approximately HKS$16.4 million from

approximately HK$22.9 million for the year ended 31 March 2014 to approximately
HK$39.3 million for the year ended 31 March 2015, primarily due to the increase in legal
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and professional fee from approximately HK$0.7 million for the year ended 31 March 2014
to approximately HK$12.6 million for the year ended 31 March 2015 as a result of
[REDACTED] fees recognised as expenses during the year ended 31 March 2015.

Finance costs

Finance costs slightly decreased by approximately HK$0.1 million from approximately
HK$0.7 million for the year ended 31 March 2014 to approximately HK$0.6 million for the
year ended 31 March 2015. Our finance costs pertaining to the year ended 31 March 2014
and 2015 were comparable.

Income tax expenses

Our income tax expenses amounted to approximately HK$7.8 million for the year
ended 31 March 2014, notably lower than the income tax expenses of approximately
HK$14.4 million for the year ended 31 March 2015. Such increase was mainly due to the
increase in profit before tax from HK$47.3 million for the year ended 31 March 2014 to
HK$76.8 million for the year ended 31 March 2015. Details of the income tax expenses for
each of the year ended 31 March 2014 and 2015 are set out under the paragraph under
“Financial Information — Income Tax Expenses” in this document.

Profit and total comprehensive income attributable to equity holders of our Company

As a result of the foregoing, our profit and total comprehensive income attributable to
equity holders of our Company increased by approximately HK$22.6 million, from
approximately HK$39.4 million for the year ended 31 March 2014 to approximately
HK$62.0 million for the year ended 31 March 2015. The increase in profit and total
comprehensive income attributable to equity holders of our Company was mainly attribute to
the net effect of gross profit margins contributed by the two large-scale foundation works
projects F5 and F9 offset by lower margins pertaining to foundation works projects F10 and
F11 during the year ended 31 March 2015 as discussed in the subsection on gross profit
above.

Year ended 31 March 2014 compared to year ended 31 March 2013
Revenue

Our revenue increased by approximately HK$70.4 million, or 27.6%, from
approximately HK$255.1 million for the year ended 31 March 2013 to approximately
HK$325.5 million for the year ended 31 March 2014. Such increase was mainly attributable
to the two large-scale foundation works projects F4 and F5, both of which had commenced
in FY2013 and were in full swing in FY2014. F5 involved the construction of more than
700 H-Piles over an extensive site area with an underlying rock layer. F4 is a pre-boring
only project that involves drilling through boulder subsoil but did not involve any pile
construction nor construction material input.
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Direct costs
(i) Construction material and consumable costs

Our construction material and consumable costs increased by approximately HK$15.1
million or 21.0% from approximately HK$72.0 million for the year ended 31 March 2013 to
approximately HK$87.1 million for the year ended 31 March 2014. Such increase was
driven by an increase in aggregate cost of diesel fuel and machinery spare parts of
approximately HK$12.0 million and an increase in cement consumption of approximately
HK$8.2 million offset by a decrease in steel consumption of approximately HK$5.1 million.

- Steel and cement consumption

The change in steel and cement consumption profile was primarily due to change in job
mix from period to period. Foundation works for FY2013 included foundation works
projects F1 and F2, both of which carried high soldier and pipe piling contents, resulting in
higher steel but lower cement consumption stemming from the high volume of permanent
steel casing used. Meanwhile, our two largest foundation works projects F5 and F4 for
FY2014, which involved large-scale socketed H-piles construction and pre-boring works
only (without any steel consumption) respectively, accounted for a lower steel but high
cement consumption in FY2014.

—  Diesel fuel and machinery spare parts consumption

The increase in aggregate cost of diesel fuel and machinery spare parts was mainly
attributable to the high volume of drilling activities coupled with drilling through rock layer
from foundation works project F5 and drilling through bounders for foundation works
project F4, affecting both work progress as well as usage of consumables.

(ii) Sub-subcontracting charges

Our sub-subcontracting charges increased by approximately HK$14.1 million, or
35.9%, from approximately HK$39.3 million for the year ended 31 March 2013 to
approximately HK$53.4 million for the year ended 31 March 2014. Such increase was
mainly attributable to the scale and progress of construction works undertaken by our Group
in respect of the foundation works projects F4 and F5.

(iii) Labour costs

Our labour costs increased by approximately HKS$9.6 million, or 27.0%, from
approximately HKS$35.6 million for the year ended 31 March 2013 to approximately
HK$45.2 million for the year ended 31 March 2014. Such increase was mainly attributable
to the increase in the number of site managers and construction workers to cope with our
business growth and partly to salary and wage rate increase.
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(iv) Machinery rental costs

Our machinery rental costs increased by approximately HK$9.5 million, or 58.6%, from
approximately HK$16.2 million for the year ended 31 March 2013 to approximately
HK$25.7 million for the year ended 31 March 2014. Such increase was mainly driven by the
two large-scale foundation works projects F4 and F5 and partly driven by the
commencement of foundation works project F7 in FY2014.

(v) Depreciation

Our depreciation charges increased by approximately HK$6.8 million, or 63.6%, from
approximately HK$10.7 million for the year ended 31 March 2013 to approximately
HK$17.5 million for the year ended 31 March 2014. The increase in depreciation charges
was mainly due to machinery additions in FY2014 to support our business expansion.

(vi) Transportation expenses

Our transportation costs increased by approximately HK$4.5 million, or 72.6%, from
approximately HK$6.2 million for the year ended 31 March 2013 to approximately HK$10.7
million for the year ended 31 March 2014. Such increase was mainly driven by the size of
foundation works project F5, for which a large number of machinery had been deployed.

(vii) Repair and maintenance

Our costs of repair and maintenance increased by approximately HK$2.4 million or
61.5% from approximately HK$3.9 million for the year ended 31 March 2013 to
approximately HK$6.3 million for the year ended 31 March 2014. Such increase in the costs
of repair and maintenance was mainly attributable to the higher level of wear and tear
inflicted on our machinery and equipment due to the sheer scale of foundation works project
F5 and partly to the boulder subsoil drilling for foundation works project F4.

(viii) Other costs

Our other cost increased by approximately HKS$5.5 million or 103.8% from
approximately HK$5.3 million for the year ended 31 March 2013 to approximately HK$10.8
million for the year ended 31 March 2014. Such increase in other cost was mainly driven by
the increased inspection and testing costs recorded in FY2014 in respect of foundation works
projects F4 and F5.

Gross profit

Our gross profit increased slightly by approximately HK$2.9 million or 4.4% from
approximately HK$65.8 million for the year ended 31 March 2013 to approximately
HK$68.7 million for the year ended 31 March 2014. Meanwhile, our gross profit margin
decreased from 25.8% for the year ended 31 March 2013 to 21.1% for the year ended 31
March 2014. Such decrease in gross profit margin arose as a result of the net effect of the
gross profit margins achieved by our top two contributors to revenue in FY2014, namely,
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foundation works projects F5 and F4. Please refer to the “Financial information — Gross
Profit” section in this document for further discussion and analysis of the gross profit and
gross profit margin for the year.

Other revenue

Our other revenue increased 9.5 times from approximately HK$0.2 million for the year
ended 31 March 2013 to approximately HK$2.1 million for the year ended 31 March 2014.
Such increase in other revenue was mainly attributable to the increase in machinery rental
income from Wan Kei (Macau), the connected person of the Company. Please refer to the
“Financial Information — Income Tax Expenses — Machinery Lease Agreement” for further
details.

Other net income

Our other net income decreased by approximately HK$0.5 million or 83.3% from
approximately HK$0.6 million for the year ended 31 March 2013 to approximately HKS$0.1
million for the year ended 31 March 2014. Such decrease in other net income was mainly
attributable to the lower level of gain on disposal of fixed assets recorded in FY2014.

Administrative expenses

Administrative expenses increased by approximately HK$4.1 million from
approximately HK$18.8 million for the year ended 31 March 2013 to approximately
HK$22.9 million for the year ended 31 March 2014, primarily due to the increase in staff
costs from approximately HK$9.9 million in FY2013 to approximately HK$12.9 million in
FY2014.

Finance costs

Finance costs amounted to approximately HK$0.7 million for the year ended 31 March
2014, which is notably higher than the finance costs of approximately HK$0.2 million for
the year ended 31 March 2013. Such increase was largely attributable to the increase in
interest expenses on obligations under finance leases of machinery and equipment.

Income tax expenses

Our income tax expenses amounted to approximately HK$7.8 million for the year
ended 31 March 2013, which is the same with that of 2014. Details of the income tax
expenses for each of the years ended 31 March 2013 and 2014 are set out under the
paragraph under “Financial Information — Income Tax Expenses” in this document.

Profit and total comprehensive income attributable to equity holders of our Company
As a result of the foregoing, our profit and total comprehensive income attributable to
equity holders of our Company decreased by approximately HKS$0.3 million, from

approximately HK$39.7 million for the year ended 31 March 2013 to approximately
HK$39.4 million for the year ended 31 March 2014. The decrease in profit and total
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comprehensive income attributable to equity holders of our Company was mainly attribute to
the net effect of gross profit margins contributed by the two large-scale foundation works
projects F4 and F5 during FY2014 as discussed in the subsection on gross profit above.

NET CURRENT ASSETS

The following table sets forth the breakdown of our Group’s current assets and
liabilities as at 31 March 2013, 2014 and 2015 and 31 May 2015:

At 31 March At 31 May
2013 2014 2015 2015
HK$’000 HK$’000 HK$’000 HK$°000
(Unaudited)
Current assets
Gross amounts due from customers for
contract work 58,560 53,683 55,191 56,639
Trade and other receivables 64,752 61,177 90,145 90,433
Amounts due from related parties 760 9,025 - -
Tax recoverable 239 - 7,090 5,712
Cash and cash equivalents 16,151 66,049 74,956 27,870
140,462 189,934 227,382 180,654
Current liabilities
Gross amounts due to customers for
contract work 7,340 18,701 15,306 11,307
Trade and other payables 43,075 53,742 27,518 38,626
Dividend payable - - 60,000 -
Amounts due to related parties 5,443 1,494 - -
Bank loans 186 - - -
Obligations under finance leases 6,703 11,346 9,197 8,558
Tax payable 5,440 4,422 4,246 4,412
68,187 89,705 116,267 62,903
Net current assets 72,275 100,229 111,115 117,751

As at 31 May 2015, we had net current assets of approximately HK$117.8 million. The
key components of our current assets as at 31 May 2015 included gross amounts due from
customers for contract work of approximately HK$56.6 million, trade and other receivables
of approximately HK$90.4 million, and cash and cash equivalents of approximately HK$27.9
million. The key components of our current liabilities included gross amounts due to
customers for contract work of approximately HK$11.3 million, trade and other payables of
approximately HK$38.6 million, and borrowings (including obligations under finance leases)
of approximately HK$8.6 million.
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As at 31 March 2015, we had net current assets of approximately HK$111.1 million.
The key components of our current assets as at 31 March 2015 included gross amounts due
from customers for contract work of approximately HKS$55.2 million, trade and other
receivables of approximately HK$90.1 million, tax recoverable of approximately HKS$7.1
million, and cash and cash equivalents of approximately HK$75.0 million. The key
components of our current liabilities included gross amounts due to customers for contract
work of approximately HK$15.3 million, trade and other payables of approximately
HK$27.5 million, dividend payable of approximately HK$60.0 million, borrowings
(including obligations under finance leases) of approximately HK$9.2 million, and tax
payable of approximately HK$4.3 million.

Our net current assets increased by approximately HK$10.9 million or approximately
10.9% from HK$100.2 million as at 31 March 2014 to HK$111.1 million as at 31 March
2015 was primarily driven by (i) the increase in trade and other receivables of
approximately HK$29.0 million; (ii) an increase in cash and cash equivalents of
approximately HK$8.9 million as a result of the increased net cash generated from our
operating activities; (iii) a decrease in trade and other payable of approximately HK$26.2
million, offset by (iv) an increase in dividend payable of HK$60 million.

Our net current assets increased by approximately HK$27.9 million or approximately
38.7% from HK$72.3 million as at 31 March 2013 to HK$100.2 million as at 31 March
2014 was primarily driven by the net effect of the increase in cash and cash equivalents of
approximately HK$49.9 million as a result of (i) the increased net cash generated from our
operating activities, offset by (ii) a decrease in each of gross amounts due from customers
for contract work and trade and other receivables of approximately HK$4.9 million and
HK$3.6 million respectively and an increase in gross amounts due to customers for contract
work of approximately HK$11.4 million, all of which were driven by construction activities
close to the end of each reporting period, progress billing and settlement thereof, (iii) an
increase in trade and other payables of approximately HK$10.7 million, and (iv) an increase
in obligations under finance leases of approximately HK$4.6 million. The increase in trade
and other payables was driven by construction activities close to the end of FY2014. The
increase in obligations under finance leases in FY2014 was driven by the sale and lease
back transactions conducted in FY2014 in support of our business expansion.

Direct construction materials and consumables are ordered by us and delivered by our
suppliers to the construction sites directly from time to time to meet the estimated demand
according to specific work schedules. Under the normal circumstances, due to the limited
space available for inventory storage on-site, we generally do not keep excess inventory. Our
Directors are of the view that the amounts of construction materials remained at the
construction sites at the end of each reporting period were insignificant to our Group. As
such, the costs of construction materials and consumables are treated as trade creditors upon
receipts of construction materials and consumables and the same amounts will be recognised
as contract cost incurred simultaneously. However, contract costs incurred that relate to
future activities are recognised as an asset at the end of each reporting period under gross
amounts due from customers for contract work. Please refer to paragraph headed “Financial
Information — Net Current Assets — Gross amounts due from/to customers for contract work”
for further details.
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Gross amounts due from/to customers for contract work

Our Group normally submits payment applications to our customers on a monthly basis
in accordance with the value of work which may include variation works and claims, if any,
undertaken for foundation and ground investigation field works. Gross amounts due from
customers for contract work represent construction contracts in progress at the end of a
reporting period and are recorded at the net amount of contract costs incurred plus
recognised profit less recognised losses less progress billings. Such balance sheet item
typically comprises of (i), in respect of foundation works, completed projects or ongoing
foundation works projects close to the end of each reporting period, for which the payment
certificates have yet to be received by us from our customers, (ii), in respect of ground
investigation field works, completed work performed by us during a reporting period, which
have been confirmed by the payment certificates issued by our customers after the end of
the reporting period, and (iii) the differences between the costs incurred and the costs
recognised in profit or loss with reference to the stage of completion of the projects at the
end of each reporting period. The level of gross amounts due from customers for contract
work as at a given reporting date is mainly affected by the duration between our submission
of progress payment applications and receipt of progress certificates from our customers. It
normally takes approximately 30 days for our customer’s progress certificates to be issued
upon our submission of progress payment applications. Notwithstanding the above, payment
certification for variation orders, claims or final progress payment would normally take
longer as they are usually subject to a process of negotiation. Certification for public ground
investigation works is prolonged due to bureaucracy. Accordingly, the balance of gross
amounts due from/to customers for contract work vary from period to period. Set out below
is the profile of completed projects or ongoing works close to the end of each reporting
period, for which the payment certificates have yet to be received from our customers:

Reporting Period Profile

FY2013 foundation works projects F1, F4 and F5 and a
number of smaller projects.

FY2014 foundation works project F4, F5, F6, F7, F9, F10
and F11 and a number of smaller projects.

FY2015 foundation works project F5, F9 to F12 and a
number of smaller projects.

As at 31 March 2013, 2014 and 2015, our gross amounts due from customers for
contract work were approximately HK$58.6 million, HK$53.7 million and HK$55.2 million
respectively, of which approximately, HK$12.9 million, HK$4.3 million and HK$16.7
million, respectively related to variation orders, claims or final progress payment
applications in respect of foundation works, representing approximately, 22.0%, 8.0% and
30.3%, respectively of the total of such balance, approximately HK$9.8 million, HK$12.5
million and HKS$5.3 million, respectively related to public ground investigation work,
representing approximately 16.7%, 23.3% and 9.6%, respectively of the total of such
balance, whereas, approximately HK$1.5 million, HK$3.4 million and HK$10.1 million,
respectively related to the differences between the costs incurred and the costs recognised in
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profit and loss with reference to the stage of completion of the projects at the end of each
recording period, representing approximately 2.6%, 6.3% and 18.3% of the total of such
balance respectively. The comparatively higher proportion of foundation works projects
subject to variation orders, claims or final progress payment applications as at 31 March
2013 and 31 March 2015 was mainly driven by variation orders attributable to foundation
works project F1 and F5, respectively. Approximately HK$38.6 million of relevant payment
certificates had been duly received as at the Latest Practicable Date for completed and
ongoing projects yet to be certified as at 31 March 2015.

Progress billings represent works performed by us, for which the payment certificates
have been received from our customers before the end of a reporting period. They are
included under “Trade and other receivables”.

Gross amounts due to customers for contract work occurs when progress billings
exceed the contract costs incurred plus recognised profits. Gross amounts due to customers
for contract work were approximately HK$7.3 million, HK$18.7 million and HK$15.3
million as at 31 March 2013, 2014 and 2015 respectively. The higher level of gross amounts
due to customers for contract work as at 31 March 2015 was mainly attributable to
foundation works projects F9 and F12, for which progress billings exceed their contract
values recognised in the income statement, which were determined based on their estimated
stage of completion as at 31 March 2014, taking into consideration of the outcome of those
projects as well as the work done to date.

Trade and other receivables

Our trade and other receivables consist of (i) trade debtors; (ii) deposits, prepayment
and other receivables; and (iii) retention receivables in relation to completed and on-going
projects.

Trade debtors represent progress billings of work performed by us, for which payment
certificates have been received by our customers before the end of reporting period. Our
customers typically include main contractors in the case of foundation works, or, the
employers of construction projects in the case of ground investigation field works.

Deposits, prepayments and other receivables represent receivables from prepaid
insurance in respect of issuance of performance bond and deposits for the acquisition of
machinery and equipment, other miscellaneous deposits and prepayments.

Retention receivables represent the retention monies required by our customers to
secure our Group’s due performance of the contracts. Typically, the amount of retention
money depends on negotiation between the parties, which ranges from approximately 5% to
10% of the value of works certified in each progress payment and is subject to a maximum
retention of approximately 5% of the total original contract value or a monetary cap. The
terms and conditions in relation to the release of retention money also vary from contract to
contract, which may subject to, practical completion, the expiry of the defect liability period
or a pre-agreed time period.
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Set out below is the composition of trade and other receivables as at 31 March 2013,
2014 and 2015:

At 31 March
2013 2014 2