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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 any supplemental, revised or replacement pages on the Stock 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 any 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;

this Application Proof 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 affiliates, sponsor, advisers or members of the underwriting syndicate 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 Stock Exchange and
the Securities and Futures 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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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents
of this 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 under “Appendix VI — Documents delivered to the Registrar of Companies and available for inspection” 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 as to
the contents of this document or any of the other documents referred to above.

The [REDACTED] is expected to be determined by agreement between us and the Lead Manager (acting for itself and on behalf of the Underwriters) on or before 8:00 p.m. on
[REDACTED]. The [REDACTED] will be not more than HK$[REDACTED] per [REDACTED)] and is currently expected to be not less than HKS[REDACTED] per [REDACTED],
unless otherwise announced. Investors applying for [REDACTED] must pay, on application, the maximum [REDACTED] of HK$[REDACTED] per [REDACTED], together with
brokerage of 1%, SFC transaction levy of 0.003% and Stock Exchange trading fee of 0.005%, subject to refund if the [REDACTED] is lower than [REDACTED] per [REDACTED].
The Lead Manager (acting for itself and on behalf of the Underwriters) may, with our consent, reduce the number of the [REDACTED] and/or the indicative [REDACTED] range stated in
this document at any time prior to the morning of the last day for lodging applications under the [REDACTED]. In such case, a notice of the reduction of the number of the [REDACTED]
and/or the indicative [REDACTED] range will be published in The Standard (in English) and the Hong Kong Economic Times (in Chinese) and on the websites of the Stock Exchange at
www.hkexnews.hk and our Company at www.ngachun.com.hk as soon as practicable but in any event, not later than the morning of the last day for lodging applications under the

If, for any reason, the REDACTED] is not agreed between us and the Lead Manager (acting 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 out in this document, including the risk factors set out in the section headed
“Risk Factors” in this document.

Pursuant to certain provisions contained in the Underwriting Agreements in respect of the [REDACTED], the Lead Manager (acting for itself and on behalf of the Underwriters) has the
right in certain circumstances, in its absolute 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 day on which dealings in the Shares first commence on the Stock Exchange. Further details of the terms of such provisions are set out in the section headed “Underwriting”
in this document. It is important that you refer to that section for further details.

No information on any website forms part of this document.

[REDACTED]
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SUMMARY

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

BUSINESS MODEL

We are principally engaged in the provision of building services in Hong Kong. We had
undertaken more than 90 building services engineering projects, including one-off and
retainer projects, during the Track Record Period and up to the Latest Practicable Date. As
at the Latest Practicable Date, we had over 60 one-off projects in progress and retainer
projects with contract period ending later than the Latest Practicable Date, with a total
estimated outstanding contract sum and work order value of approximately HK$[1,316.9]
million. Further details of our projects are set out in the section headed “Business — Our
engineering projects” in this document. According to the Ipsos Report, we are one of the
five largest building services companies in terms of revenue in Hong Kong in 2013. Our
business is undertaken by our operating subsidiary, Fungs E & M, as a building services
engineering specialist in various building works in both public and private sectors in Hong
Kong.

Our services

The engineering works undertaken by us are mainly related to (i) electrical installation
works; (ii) air-conditioning installation works; and (iii) fire services installation works. In
executing a project, we principally participate in the design of building services systems,
sourcing of appropriate materials and components, subcontracting and supervising
installation works and system testing for our customers. We undertake engineering
projects in both public and private sectors, which are mainly building related projects
including (i) new building development; and (ii) existing building renovation. Income from
building services engineering projects represented all of our revenues, which were derived in
Hong Kong, for the years ended 31 March 2012, 2013 and 2014.
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The following tables set forth breakdowns of our Group’s revenue by sector and
project type during the Track Record Period:

Year ended 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Revenue
— Private sector 46,311 104,775 127,460
— Public sector 293,233 319,636 454,034
339,544 424,411 581,494

Year ended 31 March

2012 2013 2014
HKS$’000 HKS$’000 HK3$000

Revenue
— One-off projects 113,613 174,858 259,552
— Retainer projects 225,931 249,553 321,942

339,544 424,411 581,494

For further details of our building services and financial information, please refer to
the sections headed “Business” and “Financial Information” in this document.

Sales and marketing

The building services engineering projects undertaken by us are normally contracted to
us by way of restricted tender from our customers who are mainly the Main Contractors in
Hong Kong. Our Directors confirmed that invitations from our customers are sent to a
limited number of contractors who are on their list of approved contractors under the
restricted tender arrangement. Invitations mainly come from word-of-mouth, reputation
and established track record rather than advertising and promotion. We also approach
prospective customers from time to time showing our interest for being one of their
approved contractors by introducing our background, industry experience and financial
position.

Customers

Our customers, who are mainly the Main Contractors of the construction industry in
Hong Kong, contract the building services engineering works to us on a project-to-project
basis. The Main Contractors, either engaged by the relevant government departments in the
public sector or property developers/owners in the private sector, are normally responsible
for (i) overseeing the progress of the whole construction or building renovation project; (ii)
subcontracting different work tasks (such as electrical and air-conditioning installations) of
the project to subcontractors; and (iii) supervising subcontractors for handling the
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delegated jobs. During the years ended 31 March 2012, 2013 and 2014, our five largest
customers accounted for approximately 86.7%, 86.3% and 84.8% of our revenue,
respectively; and our largest customer accounted for approximately 51.7%, 44.3% and
47.7% of our revenue, respectively. For further details of our major customers’ profile,
please refer to the section headed “Business — Sales and marketing and customers — Major
customers” in this document.

Suppliers

As at 31 March 2014, there were approximately 320 suppliers on our list of approved
suppliers. Generally, unless our customers specify, we select our suppliers from our list of
approved suppliers based on their prices, quality, past performances and capacity. None of
our suppliers has entered into long-term supply agreement with us. Generally, we order
materials approximately two weeks in advance based on each project’s progress and confirm
the order approximately seven days prior to delivery. Our largest supplier accounted for
approximately 14.9%, 19.3% and 24.3% of our total material costs for the years ended 31
March 2012, 2013 and 2014 respectively and our five largest suppliers accounted for
approximately 44.0%, 51.3% and 50.7% of our total material costs for the years ended 31
March 2012, 2013 and 2014 respectively. For further details of our major suppliers’ profile,
please refer to the section headed “Business — Suppliers” in this document.

Subcontractors

As a general industry practice confirmed by our Directors, it is common for
contractors at our tier to focus on business activities including project review, system
design, co-ordination, project management and other supervisory work and minimise
overhead costs through subcontracting physical installation works to internally approved
subcontractors by entering into separate subcontracts with them. We maintain a list of
approved subcontractors who are assessed and approved by us. We will select
subcontractors from our approved subcontractors list based on their previous experience,
skills, present work load, price quotations and historical quality. For further details of our
major subcontractors, please refer to the section headed “Business — Subcontractors” in
this document.

COMPETITIVE STRENGTHS

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

e  experienced management and professional project management teams;
e  multi-design capability and diversified technical knowledge;
e long-term relationships with some of our major customers;

e  our extensive network with our major suppliers and subcontractors;
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e stringent quality control and commitment to high safety standard and
environmental management; and

e long-term history and good reputation with a proven track record developed in
the building services industry.

BUSINESS STRATEGIES

We plan to expand our scale by continuing to upgrade our computer system and design
software and to hire more engineering staff. In this regard, we expect 30 additional staff,
including project managers and experienced engineering staff, to be hired by the year ending
31 March 2018. Our existing computer equipment and software will be upgraded from time
to time in the next three to five years with an aim to enhance our Group’s design capability.
Our Directors believe that by expanding our scale of operation, we will be able to (i)
participate in larger building services engineering projects; (ii) broaden our customer base
by meeting the pre-qualifications set by potential customers to be their approved
contractors; and (iii) have additional manpower to further strengthen our quality assurance.

FINANCIAL INFORMATION

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

Year ended 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Revenue 339,544 424,411 581,494
Gross profit 43,814 61,832 74,994
Profit and total comprehensive income

for the year 24911 40,691 45,278

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Total current assets 118,297 140,836 212,596
Total current liabilities 68,901 104,167 144,365
Net current assets 49,396 36,669 68,231
Net assets 53,536 94,227 139,505
Total assets 122,759 198,715 284,046
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Key financial ratios

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

As at/For the year ended 31 March

2012 2013 2014
Gross profit margin 12.9% 14.6% 12.9%
Net profit margin before interest and tax 8.8% 11.5% 9.7%
Current ratio 1.72 times 1.35 times 1.47 times
Gearing ratio N/A 26.1% 41.5%
Debt to equity ratio N/A 1.8% N/A
Interest coverage N/A  595.9 times  101.0 times
Return on total assets 20.3% 20.5% 15.9%
Return on equity 46.5% 43.2% 32.5%
Net profit margin 7.3% 9.6% 7.8%
Contract receivables turnover days 17.5 days 25.9 days 22.9 days
Trade payable turnover days 48.5 days 32.6 days 20.7 days

Revenue growth

Our revenue increased by approximately 25.0% from approximately HK$339.5 million
for the year ended 31 March 2012 to approximately HK$424.4 million for the year ended 31
March 2013, and by approximately 37.0% from approximately HK$424.4 million for the
year ended 31 March 2013 to approximately HK$581.5 million for the year ended 31 March
2014, as a result of the increase in number and scale of building services engineering projects
undertaken by us over the Track Record Period.

Gross profit margin

Our gross profit margin remained stable at approximately 12.9% for the years ended
31 March 2012 and 2014, while a slight increase in our gross profit margin to approximately
14.6% for the year ended 31 March 2013 was mainly attributable to (i) Project 25, a retainer
project which had a higher gross profit margin of over 20% as compared to our overall
gross profit margin of approximately 14.6% for the year ended 31 March 2013; and (ii)
Project 02, a one-off project with higher variation orders value which caused it having a
relatively high gross profit margin of over 20% for the year ended 31 March 2013.

Further details of the analysis of the key financial ratios and the aforesaid projects are
set out in the sections headed “Financial information — Other key financial ratios” and
“Business — Our engineering projects” in this document respectively.
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RECENT DEVELOPMENT

The financial and operational performance of our Group is dependent on, among
others, the market conditions of the building services industry in Hong Kong.

[Based on our Group’s unaudited management accounts, our revenue for the two
months ended [31 May] 2014 increased on a period-to-period basis due to the significant
completion of Project 11 (details of which are set out in the section headed “Business — Our
engineering projects” in this document) during the two months ended 31 May 2014. Our
gross profit margin for the two months ended 31 May 2014 was comparable to our gross
profit margin over the Track Record Period.

Save for the professional fees of approximately HK$17.1 million estimated to be
incurred in connection with the [REDACTED], which will be recorded in our Combined
Financial Information for the year ending 31 March 2015, [our Directors confirmed that
there has been no material adverse change in the operation, financial or trading position, or
prospects of our Group since 31 March 2014 (being the date to which the latest audited
combined financial statements of our Group were prepared) and up to the date of this
document, and there is no event since 31 March 2014 and up to the date of this document
which would materially affect the information shown in the Accountants’ Report set out in
Appendix I to this document.]

CONTROLLING SHAREHOLDERS

Immediately after the completion of the [REDACTED] and the Capitalisaton Issue
(assuming the [REDACTED] is not exercised and that no Shares have been issued pursuant
to the exercise of any option which may be granted under the Share Option Scheme), Team
Great is expected to hold [REDACTED]% of the enlarged issued share capital of our
Company.

Team Great is an investment holding company incorporated in the BVI with limited
liability on 18 July 2011. As at the Latest Practicable Date, it was owned as to 50% by Mr.
Fung, 40% by Globetrade and 10% by Mr. Fung Chuen. Globetrade is a wholly-owned
subsidiary of Profit Chain which is in turn wholly-owned by Vantage. As at the Latest
Practicable Date, Mr. Ngai is beneficially interested in approximately 61.83% of the shares
in the issued capital of Vantage. Accordingly, Team Great, Globetrade, Profit Chain, Mr.
Fung, Mr. Ngai and Vantage are the Controlling Shareholders of our Company for the
purposes of the Listing Rules. For further details of our relationship with the Controlling
Shareholders, please refer to the section headed “Relationship with Controlling
Shareholders” in the document.

OVERVIEW OF CONTINUING CONNECTED TRANSACTIONS

During and prior to the Track Record Period, we have entered into transactions with
Vantage Group, Able E & M and Lanon Group. Following completion of the
[REDACTED], we will continue to have certain transactions which are conducted in our
ordinary and usual course of business, and constitute continuing connected transactions
pursuant to the [REDACTED] Rules. For further details please refer to the section headed
“Connected transactions” in this document.
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LISTING EXPENSES

The total expenses for the [REDACTED] are estimated to be approximately
HKS$[REDACTED] based on an [REDACTED] of HKS[REDACTED] (being the mid-
point of the [REDACTED] range stated in this document), of which approximately
HKS$[REDACTED] is directly attributable to the issue of new Shares to the [REDACTED]
and to be accounted for as a deduction from equity and approximately HKS[REDACTED]
is to be charged to profit or loss of our Group for the year ending 31 March 2015.

USE OF PROCEEDS

We intend to apply the net proceeds to us from the [REDACTED], after deducting
related underwriting fees and estimated expenses in connection with the [REDACTED] and
assuming that the [REDACTED] is not exercised at all and an [REDACTED] of
HKS$[REDACTED], being the mid-point of the [REDACTED] range, of approximately
HKS$[REDACTED] as follows:

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds will be used for the operation of the current projects and prospective
projects;

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds for the hiring of 30 additional staff including project managers and
experienced engineering staff by the year ending 31 March 2018;

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds for the upgrade of our computer system and software in the next three to
five years; and

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds will be used as general working capital of our Group.

For further details, please refer to the section headed “Future plan and use of
proceeds” in this document.

DIVIDEND POLICY

Dividends may be paid out by way of cash or by other means that we consider
appropriate. Declaration and payment of any dividends would require the reccommendation
of the Board and will be at their discretion. In addition, any final dividend for a financial
year will be subject to Shareholders’ approval. A decision to declare or to pay any dividend
in the future, and the amount of any dividends, depends on a number of factors, including
our results of operations, financial condition, the payment by our subsidiaries of cash
dividends to us; and other factors the Board may deem relevant. There will be no assurance
that our Company will be able to declare or distribute any dividend in the amount set out in
any plan of the Board or at all. The dividend distribution record in the past may not be used
as a reference or basis to determine the level of dividends that may be declared or paid by
the Board in the future.
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[REDACTED] STATISTICS

Market capitalisation at [REDACTED]: HKS$[REDACTED] to HK$S[REDACTED]
Shares to be in issue following completion of [REDACTED] Shares
the [REDACTED] and Capitalisation

Issue:
[REDACTED] size: [REDACTED] Shares
[REDACTED] HKS$[REDACTED] to HK$[REDACTED]
Board lot: [REDACTED] Shares
[REDACTED] structure: [REDACTED] Shares for [REDACTED]

[REDACTED] Shares for [REDACTED]
Unaudited pro forma adjusted combined net HK§$REDACTED]
tangible assets per Share:

LITIGATION, ARBITRATION AND POTENTIAL CLAIMS

During the Track Record Period, we had been involved in a number of claims,
litigations and pending or threatened claims against our Group. The claims and charges
against us are related to (i) employees’ compensation claims and personal injuries claims;
(i1) wage claims; and (iii) industrial safety charges. None of the claims or charges is related
to any disputes with the customers of our Group. As at the Latest Practicable Date, there is
no outstanding legal or arbitration proceeding against us. For further details, please refer to
the section headed “Business — Litigation, arbitration and potential claims” in this
document.

RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations,
some of which are beyond our control. More details of the risks we are exposed to are set
out in the section headed “Risk Factors” in this document. The following highlights some of
the risks which are considered to be material by our Directors:

e a failure to obtain continuity of our order book for new projects could materially
affect our financial performance;

e our top five customers accounted for over 80% of our total revenue in each of the
years ended 31 March 2012, 2013 and 2014 and any decrease in projects secured
from any one of them could affect our operations and financial results;

e we are dependent on suppliers and subcontractors to implement certain contracts;

e inability to renew our existing qualifications, licences and permits or comply with
new requirements could materially affect our operations and financial
performance; and

e our cash flows may fluctuate due to the payment practice applied to our projects.
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DEFINITIONS

In this document, unless the context otherwise requires, the following expressions have
the following meanings:

“Able E & M” Able E & M Engineering Company Limited (L& #E LA R
/vH]), a company incorporated in Hong Kong with limited
liability on 18 January 2007, was owned as to 50% by Profit
Chain and 50% by Mr. Fung through Fungs Electrical
Engineering Company Limited (#5KE# TREARAR)D as at
the Latest Practicable Date, and is a connected person of our

Company
“Ample Capital” or Ample Capital Limited, a licensed corporation to engage in type
“Sponsor” 4 (advising on securities), type 6 (advising on corporate finance)

and type 9 (asset management) regulated activities under the
SFO, being the sponsor to the [REDACTED]

[REDACTED]
“Articles of the articles of association of our Company approved and
Association” or adopted on [®] 2014, as amended, supplemented or otherwise
“Articles” modified from time to time, a summary of which is set out in

Appendix IV to this document

“associate(s)” has the meaning ascribed to it under the Listing Rules
“Board” the board of Directors
“business day” a day (excluding Saturday and Sunday and public holiday) on

which licensed banks in Hong Kong are open for general banking
transactions to the public

“BVI” the British Virgin Islands

“Capitalisation Issue” the issue of [REDACTED] new Shares to be made upon
capitalisation of certain sums standing to the credit of the
share premium account of our Company as referred to in the
section headed “Statutory and General Information — 1.
Further information about our Company — (iv) Written
resolutions of our sole Shareholder passed on [®] 2014” in
Appendix V to this document

Note:
(1) Fungs Electrical Engineering Company Limited (Hong Kong Company Number: 0718031) was formerly

known as (i) Fungs Electrical Company Limited between 26 May 2000 and 21 August 2001; and (ii) Fungs
Company Limited between 22 August 2001 and 14 November 2004
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DEFINITIONS

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

“CCASS Participant”

“close associate(s)”

“Companies Law” or
i
“Cayman Companies
Law”

“Companies
Ordinance”

“Companies (Winding
Up and
Miscellaneous
Provisions)
Ordinance”

“Company” or “our
Company”

“connected person(s)”

“Controlling
Shareholders”

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

has the meaning ascribed to it under the Listing Rules

the Companies Law, (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) effective from 3 March 2014, 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) effective
from 3 March 2014, as amended, supplemented or otherwise
modified from time to time

Nga Chun Holdings Company Limited, an exempted company
with limited liability incorporated under the laws of the Cayman
Islands on 21 May 2014 which was wholly-owned by Team Great
as at the Latest Practicable Date and will be owned by Team
Great as to [REDACTED] after completion of the
[REDACTED] (assuming that the [REDACTED] will not be
exercised)

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, refers to the controlling
shareholders of our Company immediately after the
[REDACTED], being Team Great, Globetrade, Profit Chain,
Mr. Fung, Mr. Ngai and Vantage, or any of them. Please refer to
the section headed “Relationship with Controlling Sharcholders”
in this document for further details

— 10 —
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DEFINITIONS

“Corporate
Reorganisation”

or

“Reorganisation”

“Deed of Indemnity”

“Deed of Non-
competition”

“Director(s)”

“Fungs E & M”

“Globetrade”

“Group” or “our
Group” or “we”
“0ur7’ OI' ((us77

or

the reorganisation of our Group conducted in preparation for
the [REDACTED], details of which are set out in the section
headed  “History and Reorganisation —  Corporate
reorganisation” in this document

the deed of indemnity dated [ ® ] 2014 given by our Controlling
Shareholders in favour of our Group in respect of taxation and
other indemnities referred to in the section headed “Statutory
and General Information — 9. Other information — D. Tax and
other indemnities” in Appendix V to this document

the deed of non-competition dated [® ] 2014 executed by Mr.
Ngai, Mr. Fung and Team Great in favour of our Group
containing certain non-competition undertakings to our Group
referred to in the section headed “Relationship with Controlling
Shareholders — Deed of Non-competition” in this document

the director(s) of our Company

Fungs E & M Engineering Company Limited (5K E T AR
/vH]), was previously known as Fungs Electrical Engineering
Company Limited (SREHLEAMRAF) (Hong Kong
Company number: 0486484) between 28 July 1994 and 2
November 2004, is a company incorporated in Hong Kong on
28 July 1994 with limited liability, and a wholly-owned
subsidiary of our Company

Globetrade Limited, a company incorporated in the BVI with
limited liability on 28 January 2005, which is a wholly-owned
subsidiary of Profit Chain, and one of our Controlling
Shareholders

[REDACTED]

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

[REDACTED]

[REDACTED]

—11 -
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DEFINITIONS

‘CHK$77 OI' €4HK
Dollar(s)” and
“cent(s)”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch
Share Registrar”

“Independent Third
Party(ies)”

“Ipsos Report”

“Lanon Group”

“Latest Practicable
Date”

“Lead Manager”

“Listing Committee”

“Listing Rules”

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

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited
the Hong Kong Special Administrative Region of the PRC

[REDACTED]

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

an industry report dated 26 June 2014 prepared by Ipsos Hong
Kong Limited which was commissioned by us in relation to,
among other things, the building services industry in Hong Kong

Lanon Holdings Limited, which was incorporated in the BVI on
17 November 2009 and beneficially owned as to 78% by Mr.
Ngai Wing Yin, son of Mr. Ngai, and as to 22% by an
Independent Third Party as at the Latest Practicable Date,
together with its wholly-owned subsidiaries including Lanon
Development Limited and Lanon Building Limited, both of
which were incorporated in Hong Kong; all of the above
companies are connected persons of our Company

[REDACTED] 2014, being the latest practicable date for
ascertaining certain information prior to the printing of this
document

[*], being the bookrunner and lead manager to the
[REDACTED]

[REDACTED]
the listing committee of the Stock Exchange
[REDACTED]

The Rules Governing the Listing of Securities on the Stock
Exchange (as amended, supplemented or otherwise modified
from time to time)

—12 —
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DEFINITIONS

“Main Board”

“Master Grand”

“Memorandum” or
“Memorandum of
Association”

“Mr. Fung”

“Mr. Ngai”

“[REDACTED]”

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

Master Grand Investment Company Limited, incorporated in the
BVI with limited liability on 19 May 2014, which is wholly-
owned by our Company

the memorandum of association of our Company approved and
adopted on [®] 2014, as supplemented, amended or otherwise
modified from time to time

Mr. Fung Chi Wing, one of our founders, our chairman,
executive Director and one of our Controlling Shareholders

Mr. Ngai Chun Hung, one of our Controlling Shareholders
[REDACTED]

the final [REDACTED] per [REDACTED] (exclusive of a
brokerage fee of 1.0%, the SFC transaction levy of 0.003%
and the Stock Exchange trading fee of 0.005%) of not more than
HKS[REDACTED] and is currently expected to be not less than
HKS$[REDACTED], to be agreed upon by us and the Lead
Manager (acting for itself and on behalf of Underwriters) on or
before [REDACTED]

[REDACTED]
[REDACTED]

[REDACTED]

— 13 —



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

DEFINITIONS

“IREDACTED]
Underwriter”

“[REDACTED]
Underwriting
Agreement”

“PRC” or “China”

“Price Determination
Agreement”

“Price Determination
Date”

“Profit Chain”

[REDACTED]

the underwriter in respect of the [REDACTED] named in the
section headed “Underwriting — Underwriters — [REDACTED)]
Underwriter” in this document

the conditional [REDACTED] underwriting agreement to be
entered into among our Company, the Lead Manager, the
[REDACTED] Underwriter and other parties relating to the
[REDACTED]

The People’s Republic of China, which for the purpose of this
document and for geographical reference only, excluding Hong
Kong, the Macau Special Administrative Region of the PRC and
Taiwan region

the agreement to be entered into between our Company and the
Lead Manager (for itself and on behalf of the Underwriters) at or
before the [REDACTED] to record and fix the [REDACTED]

the date, expected to be on or before [ REDACTED] or such later
date as may be agreed by us and the Underwriters, but in any
event which the [REDACTED] is fixed for the purposes of the
[REDACTED]

Profit Chain Investments Limited, a company incorporated in
the BVI with limited liability on 10 May 2000, which is a wholly-
owned subsidiary of Vantage and one of our Controlling
Shareholders

[REDACTED]

[REDACTED]
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DEFINITIONS

“IREDACTED]
Underwriters”

“[REDACTED]
Underwriting
Agreement”

“SFC”

“SFO’?

“Share(s)”

2

“Share Option Scheme’

“Shareholder(s)”

b3

“sq.ft.” and “sq.m.

“Stock Exchange’

“subsidiary” or
“subsidiaries”

“substantial
shareholder(s)”

“Team Great”

“Track Record Period”

wri
“Underwriters”

the underwriters in respect of the [REDACTED] named in the
section headed “Underwriting — Underwriters — [REDACTED)]
Underwriters” in this document

the conditional [REDACTED] underwriting agreement dated
[*] 2014 entered into among our Company, the Lead Manager,
the [REDACTED] Underwriters and other parties relating to the
[REDACTED]

the Securities and Futures Commission of Hong Kong

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

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

[REDACTED]

the share option scheme conditionally adopted by our Company
pursuant to a resolution passed by the sole Shareholder on [ ® ]
2014 as described in the section headed “Statutory and General
Information — 8. Share Option Scheme” in Appendix V to this
document

holder(s) of the Share(s)
square feet and square metres, respectively
The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules

Team Great Limited, a company incorporated in the BVI with
limited liability on 18 July 2011, which was owned as to 50% by
Mr. Fung, 40% by Globetrade and 10% by Mr. Fung Chuen, the
brother of Mr. Fung, as at the Latest Practicable Date, and is
one of our Controlling Shareholders

the period comprising the years ended 31 March 2012, 2013 and
2014

[REDACTED]
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“Underwriting
Agreements”

“United States”

“US$”

“Vantage”

“Vantage Deed of Non-
competition”

“Vantage Group”

“%77

[REDACTED]

The United States of America

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

Vantage International (Holdings) Limited (Z15 B ABRA A, a
company incorporated in Bermuda with limited liability on 21
June 2000, the shares of which are listed on the Main Board
(Stock Code: 15), and one of our Controlling Shareholders

the deed of non-competition dated [®] 2014 executed by
Vantage, Profit Chain and Globetrade in favour of our Group
containing certain non-competition undertakings to our Group

Vantage and its subsidiaries

per cent.

Certain amounts and percentage figures included in this document have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.

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

Unless otherwise specified, all relevant information in this document assumes no exercise

of the [REDACTED].

—16 —



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

GLOSSARY OF TECHNICAL TERMS

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 usage

“ACIL”

“Architectural Services
Department” or
‘6ASD”

“Authorised Signatory”

“Building Authority”

“Buildings Ordinance”

“CAGR”

“Development Bureau”

“electrical work”

“EMSD”

“Factories and
Industrial
Undertakings
Ordinance”

“Factories and
Industrial
Undertakings (Lifting
Appliances and
Lifting Gear)
Regulations”

Accredited Certification International Limited

the Architectural Services Department of the Government

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

the Building Authority of the Government

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

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

the Development Bureau of the Government

the work in relation to the installation, commissioning,
inspection, testing, maintenance, modification or repair of a
low voltage or high voltage fixed electrical installation and
includes the supervision and certification of the work and the
design of the installation. Examples of fixed -electrical
installations are distribution boards, wiring installations and
lighting fittings, etc., that are fixed in premises.

Electrical and Mechanical Services Department of the
Government

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

Factories and Industrial Undertakings (Lifting Appliances and
Lifting Gear) Regulations (Chapter 59J of the Laws of Hong
Kong) made under the Factories and Industrial Undertakings
Ordinance, as amended, supplemented or otherwise modified
from time to time

- 17 -
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GLOSSARY OF TECHNICAL TERMS

13 GDP”

“Government”

“Government Projects”
‘CHKIE”
‘CHKQAA))

“Housing Authority” or
“HA”

“Ir”

“ISO”

“ISO 9001~

“ISO 14001~

“Main Contractor”

“OHSAS 18001~

“SGS”

“Specialist List” or
“List”

Gross Domestic Product

the Government of the Hong Kong Special Administrative
Region

Engineering projects contracted out by the Government
Hong Kong Institution of Engineers
Hong Kong Quality Assurance Agency

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

the recognised abbreviation for “Engineer”

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

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

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

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

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

SGS Hong Kong Limited, the Hong Kong branch of SGS, an
international inspection, verification, testing and certification
company

the List of Approved Suppliers of Materials and Specialist
Contractors for Public Works kept by the Development Bureau
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GLOSSARY OF TECHNICAL TERMS

“Technical Director” a director authorised by the board of Directors to ensure the
works are carried out in accordance with the Buildings
Ordinance
“work-related accidents incurred in the course of employment, or arising from
accidents” employment related to industrial activities
“Works Branch” the Works Branch of the Development Bureau
“Works Bureau” Works Bureau, a bureau of the Government until 2007, when its

function was taken over by the Development Bureau
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FORWARD-LOOKING STATEMENTS

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

e  our business prospects;

e future developments, trends and conditions in the industry and markets in which
we operate;

e  our business strategies and plans to achieve these strategies;
e  general economic conditions;

e changes to the regulatory environment and general outlook in the industry and
markets in which we operate;

e our ability to reduce costs;

e  our dividend policy;

e the amount and nature of, and potential for, future development of our business;
e capital market developments;

e the actions and developments of our competitors; and

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

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

- 20 —



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

RISK FACTORS

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

RISK RELATING TO OUR BUSINESS

A failure to obtain continuity of our order book for new projects could materially affect our
financial performance

We provide building services to the Hong Kong construction industry on both one-off
basis and retainer basis, and the duration of our projects ranges from three months to four
years. Our revenue from one-off projects is not recurring in nature and we cannot guarantee
that we will continue to secure new projects from our customers after the completion of the
existing awarded projects. Our revenue from retainer projects may fluctuate depending on
the actual amount of building services required by project employers during the retainer
projects’ period.

Our Group has to go through a competitive tendering or quotation process to secure
new project works. In the event we are unable to maintain business relationship with
existing customers or unable to price our tender or quotation competitively, our business
and hence our revenue will be adversely affected. It is critical to our Group to secure new
projects of similar or larger value on a continuous basis, and should we fail to do so, the
financial performance of our Group will be adversely affected.

Our top five customers accounted for over 80% of our total revenue for the years ended 31
March 2012, 2013 and 2014 and any decrease in projects secured from any one of them could
affect our operations and financial results

Our largest customer accounted for approximately 51.7%, 44.3% and 47.7% of our
total revenue, and our five largest customers accounted for approximately 86.7%, 86.3%
and 84.8% of our total revenue for the years ended 31 March 2012, 2013 and 2014,
respectively. There is no assurance that these major customers will continue to use our
services at fees acceptable to our Group or our Group can maintain its relationship with
them in the future. In the event that our Group is unable to retain these customers, or seek
replacement customers, our business, results of operations, profitability and liquidity may
be adversely affected.

We are dependent on suppliers and subcontractors to implement certain contracts

Our five largest suppliers accounted for approximately 44.0%, 51.3% and 50.7% of
our total material costs for the years ended 31 March 2012, 2013 and 2014, respectively. Our
five largest subcontractors accounted for approximately 44.2%, 44.6% and 37.4% of our
total subcontracting fee for the years ended 31 March 2012, 2013 and 2014, respectively.
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RISK FACTORS

As our Group did not enter into any long term contract with our major suppliers and
subcontractors, there is no assurance that they will be able to continue to provide supplies
and services to our Group at prices acceptable to our Group or whether our Group can
maintain its relationship with them in the future. In the event that any of the major
suppliers and subcontractors is unable to provide the required services to our Group and we
are unable to obtain alternative providers on similar or more favourable term to us, or if the
costs for them to provide those required supplies and services increase substantially, our
business, results of operations, profitability and liquidity may be adversely affected.

There is no assurance that we are able to monitor the performance of our
subcontractors as directly and efficiently as with our own staff. If a subcontractor fails
to provide installation works as required under a contract, we may be required to
subcontract these work on a delayed basis or at a higher price than planned, which could
impact our profitability. If the subcontractor’s performance does not meet our standards,
the quality of the project may be affected, which could harm our reputation and potentially
expose us to litigation and damage claims. We may also need to undertake reworks and
therefore may adversely affect our costs, business and results of operations.

Our cash flows may fluctuate due to the payment practice applied to our projects

Our projects normally incur net cash outflows at the early stage of carrying out our
works when we are required to pay the setting up expenditures such as purchase of
materials, prior to payment received from our customers. Our customers will pay progress
payments after our works commence and after such works and payments have been
confirmed and approved by our customers. Accordingly, the cash flows of a particular
project will turn from net outflows at the early stage into accumulative net inflows
gradually as the works progress. We undertake a number of projects at any given period,
and the cash outflow of a particular project could be compensated by the cash inflows of
other projects. Should the mix of the projects be such that more are at the initial stage, our
corresponding cash flow position may be adversely affected.

Inability to renew our existing qualifications, licences and permits or comply with new
requirements could materially affect our operations and financial performance

Our business in public work and building services activities in Hong Kong are
regulated by the Work Branch of the Development Bureau and various other regulatory
bodies. These regulatory bodies stipulate (i) the criteria that must be satisfied before
permits and licences are granted to, and/or renewed for, our business; and (ii) the licenses
and permits required for contractors as a pre-requisite to tender for projects in the public
work sector.

The renewal of our permits and licences is subject to compliance with the relevant
regulations. In particular, our Group has to meet the various requirements laid down by the
such regulatory authorities. In general, 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 Specialist List. Further details are set out in
the section headed “Laws and Regulations” in this document. Any non-renewal in our
existing specialist contractor status in the Work Branch of the Development Bureau will
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RISK FACTORS

result in us limited to participate in certain public work projects, therefore reducing the
number of project opportunities for our Group, and this may have an adverse impact on
our Group’s operations and financial performance.

A failure to complete our projects on a timely basis could materially affect our financial
performance, reputation or we may be subject to resultant claims

Our revenue is recognised according to the percentage of completion method, and
billings are based on progress payment application. Any delay in a project will affect our
billings, revenue, operational cash flows and financial performance. We are also required to
pay our suppliers and some of our subcontractors notwithstanding the delay in the project if
the purchase orders or service requests have been fulfilled. A delay or cancellation of
projects could also result in idle or excess manpower resources in the event that replacement
projects cannot be secured on a timely basis. A delay in the project can be due to various
factors, including but not limited to, delays by a subcontractor or factors attributable to the
Main Contractor or project employer of the construction project. In addition, there may be
a lapse of time between the completion of existing projects and the commencement of
subsequent projects which may adversely affect our Group’s financial performance and
financial position. If the delay is caused by us, we are liable to pay our contracting parties
for the liquidated damages stipulated in our contracts and our reputation could also be
materially affected.

Further, the estimated revenue relating to our engineering projects set out in the
section headed “Business — Our engineering projects” in this document contained
management estimates, which may be affected by other unforeseen factors which is out
of our Group’s control. The actual revenue outcome may be higher or lower than our
estimation as set out in this document.

A failure to receive progress payment on time and in full, or that retention money is not fully
released to us after expiry of the defect liability period may affect our liquidity position

We receive progress payment by reference to the value of the works completed.
Generally, the value of the works completed is assessed by our customer who will verify our
progress claims, and request us to issue an invoice for the amount of work completed. A
portion of each progress claim, normally around 1% to 10% is withheld by our customers
as retention money, up to a maximum of 5% of the contract value. Half of this retention
money shall be released upon practical completion and the remaining released after the
defect liability period, usually 12 months from practical completion date. As of 31 March
2012, 2013 and 2014, retention money of approximately HK$6.1 million, HK$14.5 million
and HKS$16.1 million respectively, was retained by our customers.

During the Track Record Period, we have not encountered any material delay in
progress payment and retention money by our customers. However, there can be no
assurance that such payment will be made on time by our customers in the future. Any
failure by our customers to make payment to us on a timely manner may have an adverse
effect on our future liquidity position.
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Our Group’s historical revenue and profit margin from building services engineering projects
may not be indicative of our future revenue and profit margin

For the years ended 31 March 2012, 2013 and 2014, our revenue amounted to
approximately HK$339.5 million, HK§$424.4 million and HK$581.5 million, respectively.
For the years ended 31 March 2012, 2013 and 2014, our net profit amounted to
approximately HK$24.9 million, HK$40.7 million and HK$45.3 million, respectively.
However, such trend of historical financial information of our Group is a mere analysis of
our past performance only and does not have any positive implication or may not
necessarily reflect our financial performance in the future which will depend on our
capability to secure new contracts and control our costs and expenditures.

The profit margins and income of our Group’s projects may fluctuate from project-to-
project due to the nature of works. Our Group’s projects may include unforeseen obstacles,
such as shortage of material and, delay from subcontractors, which may not have been
anticipated during the planning stages. Such obstacles would incur additional costs to our
Group, and thus affect the overall profit margin of our Group’s projects if such amounts
cannot be recovered from our customers. Further, since normally we receive payments from
our customers by way of progress payments on a regular basis by reference to the value of
the works done, the approval and certification of which are subject to decision from
external parties and not our Group, namely, the architects or quantity surveyors employed
by our customers or the project employers are beyond our Group’s control.

For the years ended 31 March 2012, 2013 and 2014, our gross profit was approximately
HK$43.8 million, HK$61.8 million and HK$75.0 million, respectively; whereas our gross
profit margin was approximately 12.9%, 14.6% and 12.9%, respectively. There is no
assurance that our gross profit and gross profit margin will remain stable in the future and
our financial condition may be adversely affected by any decrease in the gross profit or
gross profit margin.

Our Group determines the price based on the estimated time and costs involved in a project
which may deviate from the actual time and costs involved. Inaccurate estimation may
adversely affect our Group’s financial results

We need to estimate the work time and costs in order to determine the work fees. There
is no assurance that the actual work time and costs would not exceed our estimation during
the actual implementation of the project, which usually takes months or years to complete.

The time taken and the cost actually involved in completing building services
undertaken by us may be adversely affected by many factors, including shortage and cost
escalation of materials and labour, additional variations to the construction plans requested
by the customers or because of technical construction needs, disputes with subcontractors,
accidents, changes in the Hong Kong government’s priorities and unforeseen problems and
circumstances. Any of these can give rise to delays in completion of our works or cost
overruns or even termination of projects by our customers.
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Some of our projects are subject to specific completion schedule requirements and the
customer may charge us liquidated damages if we do not meet the schedules. In some of our
projects, liquidated damages are levied at an agreed rate for each day of delay that is
deemed to be our responsibility. Any failure to meet the schedule requirements of our
contracts could cause us to pay significant liquidated damages, which would reduce or
eliminate our profit of the relevant contracts.

Failure to complete construction according to specifications and quality standards on
a timely basis may result in disputes, contract termination, liabilities and/or lower returns
than anticipated on the construction project concerned. Such delays or failure to complete
and/or termination of a project by customers may cause our revenue or profitability to be
lower than what we have expected. We cannot guarantee that we will not encounter cost
overruns or delays in our current and future engineering projects. If such cost overrun or
delays occur, we could experience an increase in costs exceeding our budget or be required
to pay liquidated damages with a consequent reduction in, or elimination of, the profits of
our contracts.

Construction dispute or litigation may materially affect our Group’s business, operations and
financial results

We may receive claims or complaints in respect of various matters from our customers,
subcontractors, staff and other parties concerned with our projects from time to time. Such
claims or complaints may include claims or complaints for compensation for late
completion of works and delivery of substandard works, and claims in respect of
personal injuries and labour compensation in relation to the works.

There are also cases that variation clauses are written in the contract entered into
between our Group and our customer requiring us to perform as requested certain variation
works which are not included in the original design layout specification. Our customer will
perform measurement and evaluation to the variation work and make adjustment to the
subcontract sum. Such adjustment will be reflected in the customer progress confirmations
to reflect such changes. In the event our Group disagrees on the rates fixed by our customer
over variation works, contractual disputes with our customers may arise, and our results of
operation, liquidity and financial position may be adversely affected.

Should any claims against us fall outside the scope and/or limit of our insurance
coverage or monies retained from subcontractors, our financial position may be adversely
affected.

We are exposed to claims arising from latent defects

We may face claims arising from latent defects, that are existing but not yet discovered,
developed or visible, which are not property handled by our subcontractors. Normally, we
will require the relevant subcontractor to make good defective works. However, if their
performance is found to be unsatisfactory to the project employer, we may face claims. In
the event that there is any significant claim against us for any latent defects by our
customers or other party, our profitability would be adversely affected.

— 25—



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

RISK FACTORS

Our Group’s success significantly depends on the management team and its ability to attract
and retain additional technical and management staff

Our Group’s success and growth depends on its ability to identify, hire, train and
retain suitable, skilled and qualified employees, including management personnel with the
requisite industry expertise. Our Group’s growth is dependent on many factors, and one of
which is the contribution by our key personnel.

If any of these executive Directors or management ceases to be involved in the
management of our Group in the future and our Group is unable to find suitable
replacements in a timely manner, there could be an adverse impact on the business and
results of operations of our Group. The loss of service of any of the above mentioned
personnel without a suitable and timely replacement or the inability to attract and retain
other staff could adversely affect our Group’s operations, and hence, our Group’s revenue
and results of operations.

RISK RELATING TO THE INDUSTRY IN WHICH WE OPERATE

A reduction in the pipeline of Hong Kong public works could materially affect our financial
performance

The projects for public works are mainly contracted through main contractors of these
projects, as building services are usually part of their construction contracts. As our Group
is highly dependent on the pipeline of public work projects, and any significant reduction in
public work may have a material adverse effect on our business. Moreover, the level of the
government’s spending budget on public work may change from year to year and any
change or significant delay in the level of spending may affect the business and operation
results of our Group. In the event that the level of spending on public works is reduced and
our Group fails to secure business from private sector, the business and profitability of our
Group could be adversely affected.

The state of economy in Hong Kong

Our performance and financial condition is heavily dependent on the state of economy
in Hong Kong as our revenue attributable to the Hong Kong accounted for 100% of our
Group’s total revenue for the years ended 31 March 2012, 2013 and 2014. In the event that
there is a downturn in the economy of Hong Kong, our results of operations and financial
position may be severely affected.

Natural disasters or other catastrophic events in Hong Kong may severely disrupt our business
and operations and may have a material adverse effect on our financial condition and results of
operations

Our business operations may be disrupted due to the occurrence of typhoons,
earthquakes, floods, fire, acts of terror, wars, epidemics or other natural disasters or similar
events. Due to their nature, we cannot predict the incidence, timing and severity of
catastrophes. In addition, changing climate conditions, primarily rising global
temperatures, may be increasing, or may in the future increase, the frequency and
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severity of natural catastrophes. If any such catastrophe or extraordinary event were to
occur in the future, our ability to operate our business could be seriously impaired. Such
events could make it difficult or impossible for us to complete our works on time, which in
turn may adversely affect our financial condition and results of business operations.

We face significant competition in the building services industry, and failure to compete
efficiently could materially and adversely affect our business

The building services industry in Hong Kong has a number of participants and is
competitive. For instance, there were 122, 64 and 55 approved specialist contractors in
electrical, air-conditioning and fire service installation works respectively according to data
from the Development Bureau as at the Latest Practicable Date. Occasionally, new
participants may wish to enter the industry if they have the appropriate skills, local
experience, necessary equipment, capital and are granted the requisite licences by the
relevant regulatory bodies. We also face competition from other existing contractors.
Increased competition may result in lower operating margins and loss of market share,
resulting in an adverse impact on our profitability and operating results.

RISKS RELATING TO THE [REDACTED|] AND OUR SHARES

The Shareholders’ interests in our Company may be diluted as a result of additional equity
fund raising

We may issue additional Shares to raise additional funds in the future to finance our
business expansion. If additional funds are raised through the issuance of new equity or
equity-linked securities of our Company, other than on a pro rata basis to existing
Shareholders, then (i) the percentage ownership of those existing Shareholders may be
reduced, and they may experience subsequent dilution, and/or (ii) such newly issued
securities may have rights, preferences or privileges superior to those of the Shares of the
existing Shareholders.

There has been no prior [REDACTED] market for our Shares. If an active trading market for
our Shares does not develop, the price of our Shares may be adversely affected and may decline
below the [REDACTED]

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

The liquidity and market price of our Shares following the [REDACTED] may be volatile

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

Due to the time lag between pricing and trading of the Shares, there is a risk that the price of
our Shares may fall before trading begins

The [REDACTED] will be determined on the [REDACTED], which is expected to be
on [REDACTED]. However, trading of the Shares on the Main Board will not commence
until the [REDACTED], which is expected to be on [REDACTED]. During this period,
investors may not be able to sell or otherwise deal in the Shares. Accordingly, holders of the
Shares are subject to the risk that the Shares’ price could fall before trading begins resulting
from adverse market conditions or other adverse developments that could occur between
the time of the sale and the time trading begins.

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

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

Future issues, [REDACTED] or sale of Shares may adversely affect the prevailing market
price of the Shares

Future issue of Shares by our Company or the disposal of Shares by any of its
Shareholders or the perception that such issues or sale may occur, may negatively impact
the prevailing market price of the Shares. The Shares held by the Controlling Shareholders
are subject to certain [REDACTED] undertakings for periods up to 12 months after the
[REDACTED]. We cannot give any assurance that they will not dispose of Shares they may
own now or in the future.
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Granting options under the Share Option Scheme may affect our Group’s result of operation
and dilute Shareholders’ percentage of ownership

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

RISKS RELATING TO THE STATEMENTS MADE IN THIS DOCUMENT
Statistics and industry information may come from various sources which may not be reliable

Certain facts, statistics and data presented in the section headed “Industry Overview”
and elsewhere in this document relating to the Hong Kong building services industry have
been derived, in part, from various publications and industry-related sources prepared by
government officials or Independent Third Parties. We believe that the sources of the
information are appropriate sources for such information and we have no reason to believe
that such information is false or misleading or that any fact that would render such
information false or misleading has been omitted. Neither our Group, our Directors, the
Sponsor nor any of the parties involved in the [REDACTED] have independently verified,
or make any representation as to, the accuracy of such information and statistics, as such
these statistics and data should not be unduly relied upon.

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

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

CONNECTED TRANSACTIONS

Certain member of the Group had entered into certain transactions which will
constitute continuing connected transactions under the Listing Rules following the
completion of the [REDACTED]. We have applied to the Stock Exchange for, and the
Stock Exchange [has agreed to grant], waivers in relation to certain continuing connected
transactions between our Group and our connected persons under Chapter 14A of the
Listing Rules. For further details, please refer to the section headed “Connected
Transactions” in this document.
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[REDACTED]

- 32 —



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

INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

[REDACTED]

— 33 —



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

INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

[REDACTED]

-33.1 -



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

INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

[REDACTED]

_34 —



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

INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

[REDACTED]

-34.1 -



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

INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

[REDACTED]

— 35—



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

DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Residential Address Nationality
Executive Directors

Mr. Fung Chi Wing (F5E %) Flat C, 11/F, Tower One Chinese
Mount Beacon
20 Cornwall Street
Kowloon Tong, Kowloon
Hong Kong

Ms. Fung Mei Lan (#53£H) Flat C, 28/F, Blk 5 Chinese
Castello
69 Siu Lek Yuen Road
Shatin, New Territories
Hong Kong

Ir Wong Chi Wai (& &%) Room B, 16/F, Block 2 Australian
Baycrest, No. 8 Hang Ming Street
Ma On Shan, New Territories
Hong Kong

Independent non-executive Directors

Ir Ho Pun Hing (fa[ftZHi) Flat 12 A, Tower One Chinese
Island Place
51 Tanner Road, North Point
Hong Kong

Ir Szeto Ka Sing (RITER M) G/F., Block 134 Chinese
The Wonderland
530 Tai Po Tau
Tai Po, New Territories

Hong Kong
Dr. Leung Shiu Ki Albert 4th Floor, Block D British
(ZEIEHL) Beau Cloud Mansion
64 Macdonnell Road
Mid Levels
Hong Kong

For further details, please refer to the section headed “Directors and Senior
Management” of this document.
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PARTIES INVOLVED

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

Central

Hong Kong
Bookrunner and Lead Manager [REDACTED]
[IREDACTED] Underwriter [REDACTED]
[REDACTED] Underwriters [REDACTED]
Legal advisers to our Company As to Hong Kong law:

Howse Williams Bowers
27/F Alexandra House
18 Chater Road
Central

Hong Kong

As to Cayman Islands law:
Appleby

2206-19, Jardine House

1 Connaught Place

Central
Hong Kong
Legal adviser to the Sponsor and the As to Hong Kong law:
Underwriters [REDACTED]
Independent reporting accountants Ernst & Young

Certified Public Accountants
22nd Floor, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Compliance adviser Ample Capital Limited
Unit A, 14/F
Two Chinachem Plaza
135 Des Voeux Road Central
Central
Hong Kong

Property valuer International Valuation Limited
Room 1701B, 17/F
Nan Dao Commercial Building
359-361 Queen’s Road Central
Hong Kong

Receiving banker [REDACTED]
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CORPORATE INFORMATION

Registered office Clifton House
75 Fort Street

Grand Cayman KY1-1108
Cayman Islands

Headquarters and principal place of business Unit B, 10/F
in Hong Kong Summit Building
30 Man Yue Street
Hung Hom
Kowloon, Hong Kong

Authorised representatives Mr. Fung Chi Wing
Flat C, 11/F, Tower One
Mount Beacon
20 Cornwall Street
Kowloon Tong, Kowloon
Hong Kong

Mr. Kung Hei Ning

Certified Public Accountant

Flat D, 3/F, Block 6

Grand Palisades, Shan Yin Road
Tai Po, New Territories

Hong Kong

Company secretary Mr. Kung Hei Ning
Certified Public Accountant
Flat D, 3/F, Block 6
Grand Palisades, Shan Yin Road
Tai Po, New Territories
Hong Kong

Company’s website www.ngachun.com.hk
(information contained in this website does
not form part of this document)

Audit committee Dr. Leung Shiu Ki Albert (Chairman)
Ir Ho Pun Hing
Ir Szeto Ka Sing
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Remuneration committee Ir Ho Pun Hing (Chairman)
Dr. Leung Shiu Ki Albert
Ir Wong Chi Wai

Nomination committee Mr. Fung Chi Wing ( Chairman)
Dr. Leung Shiu Ki Albert
Ir Szeto Ka Sing

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

Hong Kong branch share registrar and [REDACTED]
transfer office

Principal bankers The Hongkong and Shanghai Banking
Corporation Limited
10/F, HSBC Main Building
1 Queen’s Road
Central, Hong Kong

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

99 Queen’s Road Central

Hong Kong
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INDUSTRY OVERVIEW

Certain facts, statistics and data presented in this section and elsewhere in this document have
been derived, in part, from government official publications that we believe to be reliable and
appropriate for such information. However, we cannot guarantee the quality or reliability of such
source materials. 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 is false or misleading. Whilst our
Directors have taken all reasonable care to ensure that the relevant facts and statistics are accurately
reproduced from the government official publications, such facts and statistics have not been
independently verified by us, the Sponsor, the Underwriters, their respective affiliates, directors and
advisers or any other parties involved in the [REDACTED], and none of them makes any
representation as to the accuracy or completeness of such information, which may not be consistent
with other information available and may not be accurate and should not unduly relied upon.

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

REPORT CONDUCTED BY IPSOS HONG KONG LIMITED

We commissioned Ipsos Hong Kong Limited to conduct an analysis of, and to report on, the
building services industry (including electrical installation works, air-conditioning installation works
and fire services installation works) in Hong Kong for the period from 2009 to 2018. The
information and analysis contained in the Ipsos Report was assessed independently by Ipsos Hong
Kong Limited and Ipsos Hong Kong Limited, including all its subsidiaries, divisions and units, is not
connected to our Group in any way. Ipsos Hong Kong Limited charged us a total fee of
approximately HK$288,000 for the preparation and the use of the Ipsos Report, which our Directors
consider to reflect market rates.

Ipsos Hong Kong Limited, being one of the worldwide offices of the Ipsos Group, is specialised
in conducting researches across all industrial sectors including tourism, financial services, cosmetics,
regional luxury and high net worth research.

The following assumptions are used in the Ipsos Report:

° It is assumed that there is no external shock such as financial crisis or natural disasters to
affect the demand and supply of the building services industry over the forecast period.

° The supply of building services engineering works is expected to grow under government
promotion such as the urban renewal projects and revitalising old buildings.

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.
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° Gross output value of construction works performed by Main Contractors and
subcontractors at construction sites in Hong Kong from 2009 to 2013.

° Total investment in building construction projects in Hong Kong from 2009 to 2013.

° Gross output value of building services engineering works in Hong Kong from 2009 to
2013.

° Public expenditure on infrastructure in Hong Kong from 2009 to 2013.

° Output value of building properties completed and under construction in Hong Kong
from 2009 to 2018.

° Average fee per building services engineering work project in Hong Kong from 2009 to
2013.

° Price trend of key materials in Hong Kong from 2009 to 2013.

° Estimated number of registered workers in the building services industry in Hong Kong
from 2009 to 2013.

MARKET OVERVIEW OF THE CONSTRUCTION INDUSTRY IN HONG KONG
Macroeconomic factors influencing the construction industry in Hong Kong

With the recovery of Hong Kong’s economy, construction sector is expanding at a faster pace
mostly attributable to the rising demand for residential and commercial buildings.

Increase in the demand for residential buildings

From 2009 to 2013, the number of applicants on the waiting list for the public rental housing
initiative grew from about 114,400 to about 228,400, representing a CAGR of approximately 18.9%.
The average waiting time was about 2.7 years for general applicants and about 1.5 years for elderly
one person applicants. Therefore, with the Government’s initiative to shorten the average waiting
time for public rental housing applicants, the growth of the construction industry in Hong Kong will
be driven by the planned construction of additional residential flats.

Increase in the number of enterprises

The number of newly registered local companies in 2013 hit a record high of about 174,031
from about 109,424 in 2009, representing a CAGR of about 12.3%; while newly registered non-Hong
Kong companies increased at a CAGR of about 3.4% from approximately 683 in 2009 to
approximately 780 in 2013. As there is still substantial demand for industrial and office space in
Hong Kong from logistics, warehousing, back office, and other light industrial and commercial
activities, great demand is expected to continue in the future which will stimulate both public and
private investment in quality high-rise commercial buildings.

Government policies affecting the construction industry in Hong Kong

The Government has implemented various policies that contributed to the growth of
construction industry in Hong Kong.
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Increasing public expenditure on infrastructure

According to the 2014-15 Budget Speech, the Government is expected to increase its total
public expenditure on infrastructure to about HK$78,165 million, which will be up by approximately
4.8% compared with 2013-14 infrastructure spending. Major projects including the Kai Tak
Development and the Express Rail Link to Guangzhou and Shenzhen, will be a significant source of
Hong Kong’s future commercial land. It is anticipated to provide around 1.4 million square meters
of commercial floor area, comprising hotel sites, in stages from 2016-17 over the next three years.

Initiatives in securing land for housing

According to the 2014 Policy Address, the Government has identified 150 sites for residential
use, hoping to provide 210,000 public and private units over the next 5 years. In addition, the
redevelopment of public housing estates will provide about 11,900 additional public rental housing
and home ownership scheme units in the next 5 years. 34 residential sites are available for providing
approximately 15,500 units in the 2014-15 land sale program; in particular, 24 out of the 34
residential sites are new. Therefore, the resumption of the land sale program will continue to
contribute to the development of the construction and subsequently, the building services industry.

Buildings energy efficiency ordinance marks a big step towards a greener Hong Kong

In September 2012, the introduction of the Buildings Energy Efficiency Ordinance (“BEEO”)
protection as it sets a energy efficiency standard for building services installations such as electrical
and air-conditioning in new buildings and existing buildings undergoing major retrofitting works.
The BEEO also requires owners of commercial buildings to carry out energy audits to identify energy
management opportunities. As buildings account for about 90% of the total electricity consumption
in Hong Kong, improving buildings’ energy efficiency will not only help promote energy efficiency as
a whole, but also make a huge impact in reducing the city’s greenhouse gas emissions.

MARKET OVERVIEW OF THE BUILDING SERVICES INDUSTRY IN HONG KONG
Recent development of the building services industry in Hong Kong

The building services industry is steering towards designing and installing more complex and
more energy efficient systems for buildings in Hong Kong. The public’s increasing awareness of
energy efficiency, and indoor air quality and sustainability have triggered contractors in the building
services industry to construct better heating, ventilation and air-conditioning systems. This is
underlined by the fact that in 2013, approximately 60% of building services engineering expenditure
was spent on the electrical design and installation of ventilation systems.

Some of the Ten Major Infrastructure Projects in Hong Kong such as the West Kowloon
Cultural District, Kai Tak Development and North East New Territories New Development Areas
have resulted in greater demand for building service engineering works. The increasing popularity of
intelligent buildings such as the Hong Kong Central Library, International Commerce Centre etc.
has also played a role in the industry. These buildings are technologically more advanced and
provide a cost-effective built environment through the optimisation of structure, systems, services
and management, in order to maximise the efficiency of its occupants and allow effective
management of resources with minimum life costs. Therefore, the design and installation work
processes that go into the servicing of intelligent buildings are also more complicated.
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Moreover, there were about 11,000 buildings in Hong Kong which are over 30 years old in
2013, which will reach 20,000 in 10 years. Building maintenance and renovation works are envisaged.
This further escalates the need for greater provision of building services engineering works to be
done for the foreseeable future.

Supply of building services in Hong Kong

As of June 2014, there were (i) over 6,000 contractors registered for the private sector, over 120
contractors registered for the public sector and 27 contractors registered for the public housing
sector offering electrical and extra low voltage installation works; (i) 174 contractors registered for
the private sector and 64 contractors registered for the public sector offering air-conditioning and
ventilation installation works; and (iii) over 300 contractors registered for the private sector, 55
contractors registered for the public sector and 15 contractors registered for the public housing
sector offering fire services installation works.

The registered contractors in the building services industry in Hong Kong tend to focus on one or two
types of building services engineering works, instead of providing a full scope of works

Amongst the registered contractors, there were only about 13 registered contractors being
registered or on the lists of all of the followings, as of June 2014: Register of Specialist Contractors
(sub-register of ventilation works category) under the Buildings Authority, Approved Suppliers of
Materials and Specialist Contractors for air-conditioning installation works, Approved Suppliers of
Materials and Specialist Contractors for electrical installation works, and Approved Suppliers of
Materials and Specialist Contractors for fire service installation works under the Development
Bureau, Certificate of Registration of Electrical Contractor (for electrical installation works) under
EMSD, and Registered Fire Service Installation Contractor under Fire Services Department.

Moreover, there were only 15 contractors on the List of Fire Services and Water Pump
Contractors and 27 contractors on the List of Electrical Contractors of the Housing Authority as of
June 2014. The increasing number of ageing public rental housing, coupled with the rising number of
new public rental housing, may result in insufficient supply of building services engineering works.

Demand for building services in Hong Kong
Main Contractors are the key customers of the building services industry

The Main Contractors tender building projects from the Government or property developers,
who are the end consumers of the building services industry. The major segments of building
properties in Hong Kong were residential, commercial and industrial buildings, and public facilities.

Commercial buildings, regarding completed building properties, have been the largest segment
contributing to the building services industry with an average market shares of about 69.3% from
2009 to 2013, followed by public facilities, industrial buildings and residential buildings, with
average market shares of about 24.1%, 6.2% and 0.4% respectively over the same period.

Regarding building properties under construction, commercial buildings have also been in the
largest segment with an average market share of about 66.1% from 2009 to 2013, followed by public
facilities, industrial buildings and residential buildings, with market shares of about 23.0%, 10.7%,
and 0.2% respectively during the same period.

The major streams of revenue by types of works for the building services industry were fire

services, air-conditioning and electrical and extra low voltage installation works. During 2009 and
2013, electrical and extra low voltage installation works have been the largest stream of revenue for
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the building service engineering industry, followed by fire services and air-conditioning installation
works. Their average market shares were about 82.4%, 10.6% and 7.0% respectively from 2009 to
2013.

Main Contractors require the specialist knowledge and expertise from building services contractors to
complete building projects

Building projects often require the specialties from building services contractors in the fields of
fire services, air-conditioning, electrical and extra low voltage installation works. Amassing over
66.4% of the industry output value, electrical and extra low voltage installation works are the most
significant contributors of revenue to the building services industry in 2013. The former refers to the
design and integration of circuitry, equipment for power generation, and distribution and safety
control, whereas the latter refers to the design and integration of data networks, intercom systems,
audio and video electronic systems, voice evacuation systems, and satellite/TV distribution.

Gross output value of the building services industry in Hong Kong

Estimated gross output value of the building services industry
in Hong Kong from 2009 to 2018
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Sources: Construction Industry Council, HKSAR, Ipsos research and analysis

Gross output value of the building services industry increased from an estimated HK$19.5
billion to an estimated HKS$26.6 billion from 2009 to 2013, at a CAGR of about 8.1%. Such
significant growth in gross output value of the building services industry has been fuelled by the
infrastructure projects, development of more efficient building systems and maintenance works for
old buildings in Hong Kong.

From 2014 to 2018, gross output value of the building services industry is expected to increase
further at a CAGR of about 5.4%. On overall from 2009 to 2018, the building services industry is
expected to grow at a CAGR of 6.3%, mainly driven by public sector projects. The gross output
value of the building services industry will reach its summit in 2014, 2015 and 2016 as the
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infrastructure projects near their peak stages and stabilise from thereon, supported by the
government’s commitment to providing a regular supply of public housing on a yearly basis until
2024.

Historical price trend of key materials for the building services industry in Hong Kong

Price trend of key materials in Hong Kong from 2009 to 2013
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Notes:

(1) Lighting equipment refers to electric lamps and lighting fittings.
(2)  Air-conditioning machines includes window or wall types, self-contained.

(3)  Electrical apparatus are tools used for switching, protecting, connecting to or in electrical circuits.

The price surge in lighting equipment and electrical apparatus from 2009 to 2013 was a direct
result of diseconomies of scale. The import quantity of lighting equipment and electrical apparatus
fell from 30.4 million kg to 21.4 million kg at a rate of —29.6%.

The economies of scale in production enjoyed by electrical appliances manufacturers in
Mainland China enabled prices to continually decline. Such increasing affordability also coincided
with large import volumes as the number of air-conditioning units imported rose from 657.3 to
1,004.6 thousand units. As a result, from 2003 to 2012, the proportion of value of imports of
electrical appliances also increased from 13.2% to 21.4% of total imports from Mainland China.

Future trends and development of building services industry in Hong Kong

The future of the building services industry in Hong Kong will steer towards greener and more
efficient building systems.

Striving towards an environmentally friendlier and a more safety conscious industry

Buildings in Hong Kong have undergone remarkable changes in its building design and
construction since 1970s as building owners and occupants are keen on improving environmental
health, human comfort and energy efficiency of buildings, resulting in the popularity of intelligent
buildings. Social, economic and technological developments have aroused the public’s consciousness
and expectations on sustainable development issues, particularly on climate change, indoor
environmental quality, waste reduction and public healthy and safety. The future of the building
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services industry will be driven by the introduction of greener and higher-performance building
systems, such as the wider use of magnetic bearings, wireless sensors and controllers, low footprint
and smart air-conditioning systems, smart grids, low carbon lifecycle lighting etc., and implement
better public health and safety policies.

Electrical engineering sector will progress as the Hong Kong economy strengthens

The development of the electrical engineering sector has been relatively stable and adaptable to
the economic impact. Qualified persons are always required by government’s infrastructures and
constructions as well as the private sector to perform periodic maintenance, repairs and inspection
on all kinds of electricity systems in compliance with the statutory requirements. Electrical
engineering talents, therefore, are always in demand. The sector also enjoyed the prosperity of the
economic development. The demand for electrical and mechanical engineering personnel has become
greater as the economy of Hong Kong recovers in recent years. It is expected that relevant projects
will create a large number of electrical engineering job opportunities, making the industry an ever
growing one.

Advancement in computer based software programs for building system design

The latest trend in computer based software programs used to assist building system design and
analysis is the use of building information modeling, which may include 3D or 4D modeling. 3D
building information modeling services enable building visualisation and preview of architectural
structures and 4D building information modeling services allow for more informed decision making
and better coordination between designers and builders, bearing in mind that time is an important
factor in any building construction project.

COMPETITIVE LANDSCAPE OF THE BUILDING SERVICES INDUSTRY IN HONG KONG
Competition situation

Competition in the building services industry is highly fragmented, with over thousands of
registered contractors in the overall industry in Hong Kong. Holding registrations under different
authorities will enable contractors to gain advantage over competitors when tendering for building
services engineering works. In the building services industry in Hong Kong, there are over 6,000
registered contractors in electrical and extra low voltage installation works, around 200 registered
contractors in air-conditioning installation works and around 300 contractors in fire services
installation works. Highly experienced senior management and project management teams, long-
term relationships with customers, suppliers and subcontractors, and system accreditations under
ISO are our Group’s competitive advantages in the building services industry in Hong Kong.

The five largest registered contractors in the building services industry in Hong Kong in 2013,
including our Group, accounted for approximately 29.8% or approximately HK$7,903.4 million of
the total revenue of the building services companies in Hong Kong.

Factors of competition
Track record of delivering quality engineering works

The dominant players in the industry are often ones with the strongest track record. In an
industry where results are judged on the quality of work and timeliness of delivery, past
performances are the best indicator of future performances. Therefore, contractors with strong

track records will instill greater confidence in Main Contractors in its ability to complete quality
work in a timely manner and hence, the more likely they will be awarded with projects.
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Experience and capabilities

Although there are many contractors in the building services industry, there are only around 20
firms that hold all the licenses from authorities in different sectors. The more licenses a contractor
holds coincide with more experience and larger capabilities in carrying out engineering works of
different scales, as there are often prerequisites in applying for the licenses. Main Contractors also
prefer seeking the services from building service engineering contractors who provide a one-stop
service which encompasses the entire project scope which can reduce the Main Contractors’
management effort and minimise coordination costs.

Cost control through building long term relationships with suppliers and subcontractors

By establishing a healthy network of suppliers and subcontractors, contractors will have the
flexibility for pricing their services to Main Contractors, making them more competitive. A stable
network will also reduce the risk of shortage of materials or delay in project delivery which will cause
disruptions to the works. Aside from being more flexible with cost, having a strong network of
suppliers and subcontractors will help to prevent contractor from paying claims resulting from
delays.

Entry barriers of the building services industry in Hong Kong
Credible track record built over years of high quality of projects

Projects for building services contractors are offered based on the capabilities of the contractor
but also, its track record. As an entrant into the building services industry, the lack of a credible
track record will deter Main Contractors from extending tender invitations as the new contractor
would be of unknown quality to the contractor. In an industry where quality, timeliness of delivery,
among other aspects, are paramount, it would be less risky for Main Contractors to work with
established firms in the industry and hence, prove difficult for new entrants to be mandated for
projects.

Attracting experienced and qualified technical personnel

In order to register with authorities in the building services industry and carry out project
works, a contractor will need to have the sufficient amount of technical staff members. In an
industry where credibility is a major factor of consideration for Main Contractors when contracting
work to building services contractors, having a team of experienced technical personnel will be
crucial in assessing a contractor’s credibility. Therefore, in order to enhance credibility, it will be
essential for a new entrants to hire highly experienced personnel, which will be increasingly difficult
in an industry where manpower is at a shortage.

Attainment of required registrations under different authorities for different types of works

To be eligible for registration to be included in the corresponding lists or registrars for different
types of building services engineering works will require contractors to meet different types of
requirements. For example, under the Development Bureau, to be eligible to register for Group III
under the Approved List of Suppliers and Specialist Contractors, will require the contractor to meet
prerequisites in job experience, such as “The applicant shall submit two contracts, which were
completed within the past three years for site inspection — which exceeds 180% of the Group II
tender limit”, in technical staff, such as employing at least two technicians, four site supervisors, two
draftsman, etc., in plant equipment, such as having a minimum of two computer-aided design
(“CAD?”) terminals, and in office facilities, such as having a minimum of 100sqm. of office space and
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a minimum of 25sqm. of workshop. The culmination of these requirements mean that some of these
requirements dictate that contractors will have to work their way through the different group levels
in order to tender for contracts of higher values.

Opportunities of the building services industry in Hong Kong
Increasing environmental awareness provides opportunity for industry to innovate

The increasing sophistication of building services, to increase overall energy efficiency of
buildings, will enable building services contractors to differentiate themselves from competitors
through innovation in design and technology. Contractors that are able to design and implement
more energy efficient building systems will gain greater market share in the industry.

Importance of fire service engineering will increase with more skyscrapers and high-rises in Hong Kong

As a discipline of the building services industry, the fire services engineering practitioners have
actively participated in various infrastructure plans. In respect of the improvement of the fire safety
of buildings, the practitioners in the industry including engineers, technicians, and skilled workers
have paid different levels of efforts in building Hong Kong. In the future, there will be more new and
high-rise buildings in Hong Kong and the demand for fire service installations and equipment will
continue to change. The industry also needs to make continuous improvement accordingly, implying
that fire service engineering sector will bear a greater responsibility.

Constant flow of projects in the next decade

The commitment to increase land supply for public housing construction and the resumption of
land sale program will see steady output each year for residential units. These initiatives will inject
more projects for the building services industry and provide steady growth for the industry for the
next decade. Moreover, the increasing number of old buildings that will need maintenance and the
revitalisation of industrial buildings throughout Hong Kong will also provide opportunities for
contractors to gain market share in maintenance as well as building construction projects.

Threats of the building services industry in Hong Kong
Quoted project prices and delivery timeframes are based on estimations

With every project, contractors will need to estimate the work time and costs to determine the
fees. However, there is no assurance that the actual work time and costs will not exceed the
estimations during the implementation stage. There may be external factors that are out of the
contractor’s control that adversely affect their estimations, such as shortage of labor, cost escalation
of materials and labor, etc. As a result, failure to complete deliverables according to specifications
and quality standards may result in disputes, contract termination, liabilities or lower than
anticipated returns.

Reliance on suppliers and contractors to deliver

As the building services contractors do not actually carry out the physical installation works,
they rely on suppliers to source the materials in order to build the systems that they have designed
and the subcontractors to carry out the installation aspect of the project. Moreover, supervision of
subcontractors is often imperfect so therefore, any setbacks in the subcontracting phase may require
the contractor to delay the deliverables or source the service at a higher price elsewhere.
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Success of contractor depends on ability to attract and retain skilled staff

The human capital of any building services contractor lies within its people as they provide the
solutions through designs in order to meet the customer’s requirements and specifications.
Therefore, if key staff personnel is lost and not replaced adequately or timely, it can have an
adverse effect on the long term health of the contractor and its competitiveness.

The five largest building services companies in Hong Kong in 2013

The following table sets forth the information on the five largest building services companies
(including our Group) in Hong Kong in 2013:

Revenue in Share of
Name of Headquarter 2013 total industry
Rank  company location (HKS million) revenue (%) Key business coverage
1 Competitor A Quarry Bay, 2,403.0 9.1 Building services,
Hong Kong plumbing and
drainage
2 Competitor B Cheung Sha 1,868.2 7.0 Building services,
Wan, security system,
Hong Kong water plumbing
3 Competitor C Chai Wan, 1,845.9 7.0  Building services,
Hong Kong mechanical plant
and equipment
installation
4 Competitor D Kwai Chung, 1,205.0 4.5 Building services,
Hong Kong security system,
water plumbing,
environmental
engineering
5 Our Group Hunghom, Hong 581.5 2.2 Building services
Kong
Others 18,656.6 70.2
Total 26,560.0 100.0
Sources: Companies’ annual reports; Ipsos interviews and analysis
Notes:

(1)  The total revenue in 2013 is the total revenue generated from the whole building services industry in
Hong Kong in 2013.

(2) The revenue of our Group disclosed in the table above represents our revenue for the year ended 31
March 2014.
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HONG KONG LAWS

This section sets forth a summary of the material laws and regulations applicable to

our business in Hong Kong.

I.

Laws and Regulations in relation to Construction Site Labour, Health and Safety
Factories and Industrial Undertakings Ordinance

The Factories and Industrial Undertakings Ordinance provides for the safety and
health protection to workers in the industrial undertakings. Under the Factories and
Industrial Undertakings Ordinance, it is the duty of a proprietor of an industrial
undertaking to ensure, so far as is reasonably practicable, the health and safety at work
of all persons employed by him at the industrial undertaking. The duties of a
proprietor extend to include:

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

e 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 duty to ensure
safety of places of work; (iii) the duty to comply with miscellaneous safety
requirements; and (iv) provision of first aid facilities. Non-compliance with any of
these rules commits an offence and different levels of penalty will be imposed and a
contractor guilty of the relevant offence could be liable to a fine up to HK$200,000 and
imprisonment up to 12 months.

Buildings Ordinance

The Building Authority keeps a register of general building contractors and a
register of specialist contractors who are qualified to carry out the particular category
of works under which they are entered.
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Under section 13 of the Buildings Ordinance, the Building Authority may bring to
the notice of a disciplinary board established under the ordinance if a registered
general building contractor or a registered specialist contractor has committed, inter
alia, the following misconduct:-

e conviction by any court of an offence relating to building works or street
works;

e negligence or misconduct in building works or street works;

e any deviation in a material manner from a supervision plan without
reasonable cause; or

e drawing up a supervision plan that does not comply with the material
requirements of the Buildings Ordinance.

The Building Authority also has the power to refer the names of the directors,
officers or any person appointed to act for the registered general building contractor or
registered specialist contractor for the purposes of the Buildings Ordinance to the
disciplinary board for its consideration and action.

Where, after due inquiry, the disciplinary board is satisfied that the registered
contractor, or its directors or officers has been convicted, or has indeed committed the
misconduct, the disciplinary board may impose a range of penalties on the relevant
party depending on the severity of the misconduct. These penalties include:

e removing the name of the registered contractor, director or officer from the
relevant register, either permanently or for such period as the disciplinary
board thinks fit;

e fining the registered contractor, director or officer (in the case of building
works other than minor works, a sum not exceeding HK$250,000);

e reprimanding the registered contractor, director or officer; or

e prohibiting a registered contractor from certifying or carrying out any minor
works commenced under the simplified requirements, either permanently or
for such periods as the disciplinary board thinks fit.

The party aggrieved by an order made by a disciplinary board under the Buildings
Ordinance may appeal to a judge of the Court of First Instance.

Electricity Ordinance

Under the Electricity Ordinance, all electrical contractors carrying out electrical
work have to be registered with the Director of Electrical and Mechanical Services. The
Electricity Ordinance provides for the registration and regulation of the electrical
contractor in order to protect the general public in the use of electricity. Any person,
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not being a registered electrical contractor, who does business as an electrical
contractor or contract to carry out electrical work within Hong Kong commits an
offence and is liable on to a fine and imprisonment.

A person who wishes to register as an electrical contractor must satisfy the
requirements set out in the Electricity (Registration) Regulations. To be qualified as a
registered electrical contractor, an applicant must either employ at least one registered
electrical worker or (i) if the applicant is an individual, he/she must be a registered
electrical worker; or (ii) if the applicant is a partnership, at least one of the partners
must be a registered electrical worker.

Failure to comply with the registration requirement constitutes an offence and is
liable to conviction to a fine of HK$50,000 on a first conviction and a fine of $100,000
on a subsequent conviction for the same offence and in either case is liable to
imprisonment for 6 months.

Fire Service Ordinance

Pursuant to Regulation 3(1) of Fire Service (Installation Contractors) Regulations
(Cap.95A), a contractor which has at least a director, partner or employee who is (i) 21
years of age or more; (ii) resident in Hong Kong; and (iii) holding qualifications
specified in Regulation 4(2) or (3) of the Fire Services (Installation Contractors)
Regulations, may apply to the Director of Fire Services for registration as a registered
fire service installation contractor in classes 1 and 2.

Please refer to the paragraph headed “IIl. Contractor Licensing/Registration
Regime” for details of services that are allowed to be carried out by each class of fire
service installation contractor.

A registered contractor who undertakes any work in connection with fire service
installations or equipment, except work of the class in respect of which his name is
entered in the register, shall be guilty of an offence and is liable to conviction and a fine
of HK$10,000.

Occupational Safety and Health Ordinance

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;

e making of arrangements for ensuring safety and absence of risks to health in

connection with the use, handling, storage or transport of plant or
substances;
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e as regards any workplace under the employer’s control:

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

e 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; and

e provision and maintenance of a working environment for the employer’s
employees that is safe and without risks to health.

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

The Commission for Labour may also issue an improvement notice against non-
compliance of the Occupational Safety and Health Ordinance or the Factories and
Industrial Undertakings Ordinance or suspension notice against activity or condition
of workplace which may create imminent risk of death or serious bodily injury. Failure
to comply with such notice 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.

Employees’ Compensation Ovdinance

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

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

According to section 24 of the Employees’” Compensation Ordinance, a principal
contractor shall be liable to pay compensation to sub-contractors’ employees who are
injured in the course of their employment to the sub-contractor. The principal
contractor is, nonectheless, entitled to be indemnified by the sub-contractor who would
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have been liable to pay compensation to the injured employee. The employees in
question are required to serve a notice in writing on the principal contractor before
making any claim or application against such principal contractor.

Pursuant to section 40 of the Employees’ Compensation Ordinance, all employers
(including contractors and sub-contractors) 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). Where a principal contractor has undertaken to perform any
construction work, it may take out an insurance policy for an amount not less than
HKS$200 million per event to cover his liability and that of his sub-contractor(s) under
the Employees’ Compensation Ordinance and at common law.

An employer who fails to comply with this ordinance to secure an insurance cover
is liable on conviction upon indictment to a fine at level 6 (currently at HK$100,000)
and to imprisonment for 2 years.

Employment Ovdinance

A principal contractor shall be subject to the provisions on sub-contractor’s
employees’ wages in the Employment Ordinance. According to section 43C of the
Employment Ordinance, a principal contractor or a principal contractor and every
superior sub-contractor jointly and severally is/are liable to pay any wages that become
due to an employee who is employed by a sub-contractor on any work which the sub-
contractor has contracted to perform, and such wages are not paid within the period
specified in the Employment Ordinance. The liability of a principal contractor and
superior sub-contractor (where applicable) shall be limited (a) to the wages of an
employee whose employment relates wholly to the work which the principal contractor
has contracted to perform and whose place of employment is wholly on the site of the
building works; and (b) to the wages due to such an employee for 2 months (such
months shall be the first 2 months of the period in respect of which the wages are due).
An employee who has outstanding wage payments from sub-contractor must serve a
notice in writing on the principal contractor within 60 days after the wage due date. A
principal contractor and superior sub-contractor (where applicable) shall not be liable
to pay any wages to the employee of the sub-contractor if that employee fails to serve a
notice on the principal contractor.

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

Pursuant to section 43F of the Employment Ordinance, if a principal contractor
or superior sub-contractor pays to an employee any wages under section 43C of
Employment Ordinance, the wages so paid shall be a debt due by the employer of that
employee to the principal contractor or superior sub-contractor, as the case may be.
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II.

The principal contractor or superior sub-contractor may either (1) claim contribution
from every superior sub-contractor to the employee’s employer or from the principal
contractor and every other such superior sub-contractor as the case may be, or (2)
deduct by way of setoff the amount paid by him from any sum due or may become due
to the sub-contractor in respect of the work that he has sub-contracted.

Occupiers Liability Ordinance

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

According to section 38A of the Immigration Ordinance, a construction site
controller (i.e. the principal or main contractor and includes a sub-contractor, 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

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage
rate (currently set at HK$30 per hour) during the wage period for every employee
engaged under a contract of employment under the Employment Ordinance. Any
provision of the employment contract which purports to extinguish or reduce the right,
benefit or protection conferred on the employee by this ordinance is void.

Laws and Regulations in relation to Environmental Protection
Air Pollution Control Ovdinance

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

Noise Control Ordinance

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.

Under the Noise Control Ordinance, construction works that produce noises and
the use of powered mechanical equipment 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.

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.

Waste Disposal Ordinance

The Waste Disposal Ordinance controls the production, storage, collection,
treatment, reprocessing, recycling and disposal of waste. 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 and the Waste Disposal (Chemical Waste)
(General) Regulation.

Under the Waste Disposal (Charges for Disposal of Construction Waste)
Regulation, construction waste can only be disposed at prescribed facilities and a
main contractor who undertakes construction work with a value of HKS$1 million or
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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.

Environmental Impact Assessment Ordinance

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 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 Il of Schedule 2 of the 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 (currently at
HK$100,000) and to imprisonment for 6 months; (d) on a second or subsequent
summary conviction to a fine of HK$1,000,000 and to imprisonment for 1 year, and in
any case where the offence is of a continuing nature, the court or magistrate may
impose a fine of HK§$10,000 for each day on which he is satisfied the offence continued.
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III. Contractor Licensing/Registration Regime

Specific Requirements for Undertaking Air-conditioning Installation, Electrical
Installation and Fire Service Installation Projects in Public Sector

A contractor who wishes to undertake public works must apply to be included in
either or both of the List and the Specialist List maintained by the Development
Bureau. The List comprises contractors who are approved for carrying out public
works in one or more of the five major categories of building and civil engineering
works. The Specialist List comprises suppliers and contractors who are approved for
carrying out public works in one or more of 50 categories of specialist works. Fungs E
& M is included in the following categories of specialist works on the Specialist List:-

Category

Air-conditioning
installation

Electrical
Installation

Fire Service
Installation

Group

II (Probationary)

III (Confirmed)

I (Confirmed)

Scope of Category

The supply, installation and maintenance of
air-conditioning  installations  comprising
chillers, refrigeration systems, heat rejection
plant, pipeworks, water handling equipment,
air ducts, air handling equipment, thermal
insulation, control and monitoring system, etc.

The supply, installation and maintenance of
low voltage electrical installation comprising
incoming electricity supply, main and sub-main
distribution system, final circuits, power
points, lighting points, lighting fittings,
electrical appliances, lightning protection,
earthing system, etc. for building and amenity
projects.

The supply, installation and maintenance of
fire service installations comprising sprinkler
system, fire hydrant/hose reel system, manual
and automatic fire alarm system, etc. for
building and amenity projects.
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Contractors in some of the categories on the Specialist List, are further divided
into Groups I and II, or Groups I, II and III according to the value of contracts for
which they are normally eligible to tender. The following sets out the authorised
contract sum for each of the groups within the categories of air-conditioning
installation, electrical installation and fire services installation:-

Category Group Authorised Contract Sum
Air-conditioning I Contracts/subcontracts of up to HK§5.7 million
installation
11 Contracts/subcontracts of unlimited value
Electrical | Contracts/subcontracts of up to HK$2.3 million
Installation
11 Contracts/subcontracts of up to HK$5.7 million
111 Contracts/subcontracts of unlimited value
Fire Service | Contracts/subcontracts of up to HK$2.3 million
Installation
11 Contracts/subcontracts of unlimited value

In general, 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 Specialist List. For retention on the Specialist List, a
contractor should generally possess at least a positive capital value. In addition, a
contractor is required to maintain certain minimum levels of employed and working
capital applicable to the appropriate category and group. To be retained on the
electrical installation category (Group III) of the Specialist List, a contractor must
satisfy the requirement of having minimum employed capital of HK$4,700,000 and
minimum working capital of HK$3,400,000. On the other hand, to be retained on the
category of Fire Service Installation (Group I), a contractor must satisfy the
requirement of having a minimum employed capital of HK$570,000 and minimum
working capital of HK$570,000.

Our Directors confirm that during the Track Record Period and up to the Latest
Practicable Date, Fungs E & M has met the criteria and requirements on retention on
the Specialist List that are applicable to it.

Some categories of works on the Specialist List have probationary status.
Probationary contractors are eligible to tender for the award of contracts in each of the
categories or groups to which they have been admitted on probation, subject to the
rules set out in the Contractor Management Handbook published by the Development
Bureau in December 2013. Fungs E & M, as a probationary contractor for the air-
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conditioning category (Group II), is eligible for the award of any number of Group I
contracts/subcontracts; and a maximum of two Group II contracts/subcontracts
provided that the total value of Group II works does not exceed HK$20 million.

A probationary contractor may apply for “confirmed” status after the satisfactory
completion of works appropriate to its probationary status. To be promoted and
retained as an approved contractor with a confirmed status on the air-conditioning
installation category (Group II) of the Specialist List, the contractor must meet the
following requirements:-

(1) Minimum employed capital

()

3)

HK$4,700,000

Minimum working capital

HK?$3,400,000

Other requirements

(1)

(i)

(iii)

Satisfactory completion, within the past 12 months, of at least one
public works contract led by a Works Department;

The contract shall be a direct contract signed between our Company and
the employer of the concerned project; and

The scope of work for the contract must fulfill the following
requirements:-

(a)

(b)

(c)

(d)

(e)

Contract value of the work related to the category under
application for confirmation exceeds Group I tender limit;

The contract shall cover the major scope of works as described in
the Scope of Category for the air-conditioning installation
category;

The air-conditioning installation shall be of central type, which
shall include chiller, chilled water pipeworks, pumps, air-handling
equipment, etc. and the cooling capacity of the chillers is not less
than 1000kW; and

The contract shall be of a completely new building construction or
a whole building refurbishment; and

If the contract is a term contract, all of the above requirements
shall be fulfilled in one works order.
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(iv) Subcontract will not be considered as valid job reference unless it can
satisfy all of the following requirements, in addition to all of the
requirements stated in (iii);-

(a) The subcontract shall include all the relevant work as described in
the Scope of Category;

(b) The contractor shall have undertaken the full scope of work
covered in the subcontract, solely and fully, including the contract
management;

(c) The subcontract shall be signed between our Company and the
main contractor which is the company awarded with the direct
contract by the employer of the concerned project; and

(d) The aforementioned main contractor shall not be the air-
conditioning installation contractor for the project work.

Specific Requirements for Undertaking HA Projects

The HA plans, builds, manages and maintains different types of public housing,
including rental housing estates, interim housing estates, and transit centres. In
addition, the HA owns and operates some flatted factories and ancillary commercial
and other non-domestic facilities. If a contractor wishes to carry out electrical works
for the HA, it must be included in the List of Electrical Contractors which is
administered by the HA pursuant to section 33 of the Electricity Ordinance (Cap.406).

Electrical contractors registered under the Electricity Ordinance are eligible to
tender for works contracts or nominated sub-contracts of unlimited value in the
category of electrical installations in residential, commercial and institutional
buildings.

For admission or retention on the List of Electrical Contractors, a contractor is
required to possess ISO 9001, ISO 14001 and OHSAS 18001 Certificates which cover
the minimum scope of supply, installation and maintenance of electrical systems. It
must also meet the requirements for minimum working capital and minimum employed
capital, and directly employ a minimum number of staff holding professional
qualifications as prescribed in the Guide to Registration of Works Contractors and
Property Management Services Providers - Part II Specific Guidelines for Electrical
Contractors (December 2013 Revision). To be retained on the List of Electrical
Contractors, a contractor must satisfy the requirement of having minimum employed
capital of HK$4,700,000 or 10% of total asset, whichever is higher and minimum
working capital of HK$3,400,000 or the higher of (i) 15% of the outstanding works (if
contractor has either employed capital or working capital under HK$4,200,000; (ii)
10% of outstanding works (if contractor has both employed capital and working
capital not less than HK$4,200,000 respectively); or (iii) 8% on first HK$800,000,000
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of outstanding works and 10% on reminder (if the contractor is also a New Works
Group “NW2” building contractor on the list of building contractors maintained by
the HA).

Our Directors confirm that during the Track Record Period and up to the Latest
Practicable Date, Fungs E & M has met the criteria and requirements for retention on
the List of Electrical Contractors.

An electrical contractor registered under the Electricity Ordinance on
probationary status shall be restricted to undertake not more than 2 electrical
installations or improvement/maintenance works contracts or nominated sub-
contracts at any one time. The two contracts/nominated sub-contracts shall include
not more than one new works contract or nominated sub-contract.

Probationary contractors may apply for confirmed status, within 3 years after a
lapse of 3 months from the date of satisfactory completion of:

(i) one HA new works contract or one nominated sub-contract to an HA new
works contract for electrical installation awarded after inclusion in the List
of Electrical Contractors; or

(i1) in case there is no relevant HA contract available, the following shall apply:

one relevant local non-HA project which should be a relevant local contract/
sub-contract of comparable size and complexity with other major clients such
as Development Bureau, public organisations or private developers in Hong
Kong awarded following inclusion in the List of Electrical Contractors.

Basic Requirements for Undertaking Ventilation Works in Private Sectors

Under the current contractors’ registration system in Hong Kong which is
governed by the Buildings Ordinance (Cap.123), a contractor must be registered with
the Building Authority as a general building contractor, a specialist contractor, or, a
minor works contractor. 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. Currently, there are five category of works
designated as specialised works:-

(a) Demolition works;

(b) Foundation works;

(c) Ground investigation field works;
(d) Site formation works; and

(e) Ventilation works.
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Fungs E & M is registered as a Specialist Contractor in the ventilation works
category. Pursuant to the Building (Ventilating Systems) Regulations (Cap.123J), the
scope of work in this category covers every ventilating system that embodies the use of
ducting and trunking, which passes through any wall, floor or ceiling of the building in
which the ventilating system is installed, from on compartment of such building to

another.

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

(a)
(b)
()
(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)

(c)

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, hercinafter referred to as a ‘Technical Director’ who is
authorised by the board to:

(1) have access to plant and resources;

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

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

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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Ir Wong Chi Wai, our Chief Executive Officer and executive Director, is
appointed as the Authorised Signatory and Technical Director to act for the purpose
of the Buildings Ordinance for Fungs E & M. Ir Wong holds bachelor and master
degrees in engineering and has over 15 years of local experience in managing
ventilation contracting works to meet the minimum requirements on the qualifications
and experience of a Technical Director and Authorised Signatory as prescribed in
Appendix 1 of the Building Authority’s Guidance Notes for Applicants on
Registration as General Building Contractors/Specialist Contractors.

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 access to qualified persons to carry out the
relevant specialised duties, for ventilation works.

Under section 8C(2) of the Buildings Ordinance, a registered contractor should
apply to the Building Authority for renewal of registration not earlier than 4 months
and not later than 28 days prior to the date of expiry of the registration.

Basic Requirements for Undertaking Electrical Work on Fixed Installations in Public
and Private Sectors

All contractors engaged in electrical work on fixed installations must be registered
with the EMSD.

To be qualified as a registered electrical contractor, an applicant must either
employ at least one registered electrical worker or:

(i) if the applicant is an individual, he/she must be a registered electrical worker;
or

(i1) if the applicant is a partnership, at least one of the partners must be a
registered electrical worker.

Under regulation 13 of the Electricity (Registration) Regulations, a registered
contractor should apply to the Director of EMSD for renewal of registration at least
one month before and no earlier than four months before the date of expiry of the
registration.
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Basic Requirements for Undertaking Fire Service Installation Works in Public and
Private Sectors

Pursuant to Regulation 3(1) of Fire Service (Installation Contractors) Regulations
(Cap.95A), a contractor which has at least a director, partner or employee who is:

(a) 21 years of age or more;
(b) resident in Hong Kong; and

(c) holding qualifications specified in Regulation 4(2) and (3) of the Fire Service
(Installation Contractors) Regulations,

may apply to the Director of Fire Services for registration as a registered fire service
installation contractor in classes 1 and 2.

A registered fire service installation contractor in class 1 is fit to install, maintain,
repair and inspect any fire service installation or equipment (other than portable
equipment) which contains an electrical circuit or other apparatus for the detection
and warning, by alarm or otherwise, or smoke or fire.

A registered fire service installation contractor in class 2 is fit to install, maintain,
repair and inspect any fire service installation or equipment (other than portable
equipment) which contains:

(a) pipes and fittings designed or adapted to carry water or some other fire
extinguishing medium; or

(b) any type of electrical apparatus other than those specified in class 1.
Regulatory actions against contractors by the Development Bureau and the HA

The Development Bureau and the HA 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 Employment Ordinance 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
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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.

Written resolutions passed by our sole Shareholder

Pursuant to the written resolutions passed by our sole Shareholder on [® ], the
proposed Listing is conditional upon, among others, the satisfaction of all of the
following conditions: (i) the Listing Committee granting the approval of the listing of,
and permission to deal in, the Shares in issue and the Shares to be issued pursuant to
the [REDACTED] and Shares which fall to be allotted and issued upon the exercise of
the [REDACTED] and upon the exercise of any options which may be granted under
the Share Option Scheme (and such listing and permission not subsequently being
revoked prior to the commencement of dealings in the Shares on the Stock Exchange);
(i1) the obligations of the Underwriters under the Underwriting Agreements becoming
and remaining unconditional (including, if relevant, as a result of a waiver of any
condition(s)) and such obligations not being terminated in accordance with the terms
of the Underwriting Agreements; and (iii) the [REDACTED] having been determined
and the execution of the [REDACTED] on or before the [REDACTED]. For more
details, please refer to the paragraph headed “Structure and Conditions of the
[REDACTED] — Conditions of the [REDACTED]” of this document.
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OUR HISTORY

Fungs E & M was founded by Mr. Fung and his two brothers, Mr. Fung Chuen and
Mr. Fung Chi Kwong in 1994 to carry out building services engineering works. They shared
the management of Fungs E & M and together oversaw its day-to-day operations. Mr. Fung
Chi Kwong retired from his role in Fungs E & M in 2008.

Throughout the years, Fungs E & M has successfully obtained a number of licences
and qualifications as approved specialist contractor in the areas of electrical, mechanical,
ventilation, air-conditioning, and fire services installations from different government
bureaux and departments. For example, Fungs E & M was granted a Group II licence as
Approved Suppliers of Materials and Specialist Contractors for Public Works on electrical
installation category in 1996, which has enabled it to bid for public works contracts or
subcontracts of up to HKS$5.7 million. In 2000 and 2001 respectively, Fungs E & M
obtained a Certificate of Registration of Specialist Contractor for ventilation category from
the Building Authority and a confirmed Group I Licence as Approved Suppliers of
Materials and Specialist Contractors for Public Works on air-conditioning and
refrigeration installations category from the Works Bureau with which it can tender for
both public or private ventilation works projects.

Since 2000, Fungs E & M has begun to undertake increasingly large scale Government
Projects as registered contractor. For example, it acted as a contractor for a term contract
to undertake building services engineering works for government and subvented properties
between 2006 and 2008 which we billed over HK$450 million in revenue. Fungs E & M also
acted as a contractor for a term contract of a governmental authority to undertake building
services engineering works in New Territories East and West between 2010 and 2013 which
we billed approximately HK$200 million in revenue for our Group.

As at the Latest Practicable Date, Fungs E & M has grown to a team of 78 staff,
including six chartered engineers. Our Group is looking to provide quality services in
building services engineering projects for both public and private sectors.

The following sets forth the significant milestones in our Group’s history:
Year Event

1994 Fungs Electrical Engineering Company Limited, the predecessor of Fungs
E & M, was incorporated as a limited company in Hong Kong

1996 Our quality assurance system was first accredited by HKQAA with
ISO 9002: 1994 certification

Fungs E & M obtained a confirmed Group II licence as Approved
Suppliers of Materials and Specialist Contractors for Public Works on
electrical installations category from the Works Bureau

1999 Fungs E & M obtained a Certificate of Registered Fire Service Installation
Contractor Classes 1 and 2 from Fire Services Department
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Year

2000

2001

2003

2004

2006

2006

2007

2009

2010

2011

Event

Fungs Electrical Engineering Company Limited obtained a Certificate of
Registration of Specialist Contractor for ventilation category from the
Building Authority

Fungs Electrical Engineering Company Limited obtained a confirmed
Group I licence as Approved Suppliers of Materials and Specialist
Contractors for Public Works on air-conditioning and refrigeration
installations category from the Works Bureau

Fungs Electrical Engineering Company Limited obtained a confirmed
Group III licence as Approved Suppliers of Materials and Specialist
Contractors for Public Works on electrical installations category from the
Works Bureau

Fungs Electrical Engineering Company Limited obtained a confirmed
Group [ licence as Approved Suppliers of Materials and Specialist
Contractors for Public Works on fire service installation category from
the Works Bureau

Fungs Electrical Engineering Company Limited was renamed into Fungs E
&M

Our management system was first accredited by SGS with ISO 9001:2000
certification

Fungs E & M acted as a contractor for a term contract to undertake
building services engineering works for government and subvented
properties which we billed over HK$450 million

Fungs E & M acted as a contractor for a term contract of a governmental
authority to undertake building services engineering works in New
Territories East and West which we billed over HK$130 million

Our management system was first accredited by SGS with ISO 9001:2008
certification

Fungs E & M acted as a contractor for a term contract of a governmental
authority to undertake building services engineering works in New
Territories East and West which generated approximately HK$200 million

Fungs E & M acted as a contractor for a term contract of a governmental
authority to undertake building services engineering works in Kowloon
West which we billed over HK$150 million

Vantage, one of the Controlling Shareholders, purchased 40% shares in
Team Great through its indirect wholly-owned subsidiary, Globetrade
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Year Event

2012 Our quality management system was accredited by ACIL with
ISO 9001:2008 certification

2013 Our environmental management system was first accredited by ACIL with
ISO 14001:2004 certification

Our occupational health and safety management system was first
accredited by ACIL with OHSAS 18001:2007 certification

Fungs E & M obtained a probationary Group II licence as Approved
Suppliers of Materials and Specialist Contractors for Public Works on air-
conditioning installation category from the Development Bureau

2014 Fungs E & M was admitted to the Housing Authority List of Electrical
Contractors with probationary status

OUR GROUP PRIOR TO REORGANISATION

The following entity is the company comprising our Group prior to the commencement
of the Reorganisation.

Fungs E & M

Fungs E & M, being the operating entity of our Group prior to the Reorganisation,
was incorporated in Hong Kong with limited liability on 28 July 1994. Fungs E & M is
principally engaged in building services engineering works. At incorporation, Fungs E & M
had an authorised and issued share capital of HK$600,000.00 divided into 600,000 shares of
HK$1.00 each. Mr. Fung, Mr. Fung Chuen and Mr. Fung Chi Kwong were each initially
allotted 200,000 shares at HK$1.00 for each share, the consideration of which was paid in
cash through their respective financial resources.

On 8 March 1996, Fungs E & M increased its authorised and issued share capital from
HK$600,000.00 to HK$2,400,000.00, creating an additional 1,800,000 shares. Mr. Fung,
Mr. Fung Chuen and Mr. Fung Chi Kwong were each allotted 600,000 new shares in Fungs
E & M at par value, the consideration of which was paid in cash through their respective
financial resources.

On 12 November 2002, Fungs E & M increased its authorised and issued share capital
from HK$2,400,000.00 to HK$4,500,000.00, creating an additional 2,100,000 shares. On the
same day, HK$2,100,000.00 was capitalised from the retained profits of Fungs E & M and
applied in payment in full for the 2,100,000 unissued shares in Fungs E & M. Such 2,100,000
new shares, credited as fully paid up, were then issued and allotted and distributed to Mr.
Fung, Mr. Fung Chuen and Mr. Fung Chi Kwong, the then existing shareholders of Fungs
E & M on a pro-rata basis by way of a dividend in specie.
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On 27 January 2010, Fungs E & M increased its authorised and issued share capital
from HK$4,500,000.00 to HK§4,800,000.00, creating an additional 300,000 shares. Mr.
Fung, Mr. Fung Chuen and Mr. Fung Chi Kwong were each allotted 100,000 new shares in
Fungs E & M, the consideration of which was paid in cash through their respective financial
resources.

On 6 July 2010, Mr. Fung Chi Kwong transferred 800,000 shares, representing half of
his 33.33% shareholdings in Fungs E & M to each of Mr. Fung and Mr. Fung Chuen for a
total consideration of approximately HK$4.1 million. The consideration was based on the
net asset value of the company as at 31 March 2010. Upon the transfer, Mr. Fung and Mr.
Fung Chuen each held 2,400,000 shares, representing 50% shareholdings in Fungs E & M.

On 28 September 2011, Mr. Fung and Mr. Fung Chuen each transferred their 50%
shareholdings in Fungs E & M to Team Great at a nominal consideration of HK§0.50 for
each of the transfers. Upon the completion of such transfers, Fungs E & M became a
wholly-owned subsidiary of Team Great. The said transfers were properly and legally
completed and settled. The then shareholders of Team Great were Mr. Fung and Mr. Fung
Chuen, each of them owned half of the issued shares of Team Great.

On 2 December 2011, Mr. Fung Chuen transferred a total of 40 shares, representing
40% shareholdings in Team Great to Globetrade for a consideration of HK$55.2 million
which was determined with reference to the historical performance of Fungs E & M and the
strategic advantage i.e. synergy expected to be achieved by the then vertical integration of
Fungs E & M through such transfer. Upon the transfer and prior to the Reorganisation,
Team Great was owned as to 50% by Mr. Fung, as to 40% by Globetrade and as to 10% by
Mr. Fung Chuen. The said issue, allotment, and transfer were properly and legally
completed and settled.

The shares of Fungs E & M have no nominal value pursuant to section 135(1) of the
Companies Ordinance which commenced operation on 3 March 2014.
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GROUP STRUCTURE PRIOR TO REORGANISATION

The shareholding and corporate structure of our Group immediately prior to the
Reorganisation is set out in the chart below:

Vantage N .
(Bermuda) Mr. Fung ™ Mr. Fung Chuen No©
100%
Profit Chain
(BVI)
100%
50% 10%
Globetrade
(BVI)
o
40% Team Great
(BVI)
100%
Fungs E& M
(Hong Kong)

Note: Mr. Fung and Mr. Fung Chuen are brothers.
CORPORATE REORGANISATION

We reorganised our corporate structure in preparation for and in connection with the
[REDACTED] and the [REDACTED]. Following the Reorganisation, our Company
became the holding company of our Group. The steps of the Reorganisation are set out
below.

Incorporation of our Company

Our Company was incorporated in the Cayman Islands as an exempted company with
limited liability on 21 May 2014. Our Company is registered as a non-Hong Kong company
under Part 16 of the Companies Ordinance and will act as the ultimate holding company of
our Group upon completion of the Reorganisation. At incorporation, the authorised share
capital of our Company is HK$370,000.00 divided into 37,000,000 shares of HK§0.01 each.

On the date of incorporation, 1 fully paid Share was allotted and issued to Reid

Services Limited which was transferred to Team Great on 13 June 2014 at par value. The
said issue, allotment and transfer were properly and legally completed and settled.
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Incorporation of Master Grand

Master Grand was incorporated in the BVI with limited liability on 19 May 2014. At
incorporation, Master Grand was authorised to issue a maximum amount of 50,000 shares
of US$1.00 each.

On 13 June 2014, 100 shares in Master Grand were allotted and issued as fully paid to
our Company at par value. The said issue and allotment were properly and legally
completed and settled.

Transfer of shares in Fungs E & M to Master Grand

On [*] 2014, Team Great as vendor and warrantor transferred all of its shares in
Fungs E & M to Master Grand in consideration of which our Company, being the holding
company of Master Grand and the legal and beneficial owner of the entire issued share
capital of Master Grand, allotted and issued [999,999] Shares, credited as fully paid, to
Team Great pursuant to a sale and purchase agreement entered into, inter alia, amongst
Team Great, Master Grand and our Company. The said issue, allotment and transfer was
properly and legally completed and settled.
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GROUP STRUCTURE AFTER REORGANISATION AND BEFORE [REDACTED]

The shareholding and corporate structure of our Group immediately after completion
of the Reorganisation but before completion of the [ REDACTED] and Capitalisation Issue

was as follows:

Vantage
(Bermuda)

M. Fung Nt

Mr. Fung Chuen Mo

100%

Profit Chain
(BVI)

100%

Globetrade
(BVI)

50%

40%

Team Great
(BVI)

10%

100%

Our Company
(Cayman Islands)

100%

Master Grand
(BVI)

100%

Fungs E & M
(Hong Kong)

Note: Mr. Fung and Mr. Fung Chuen are brothers.
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GROUP STRUCTURE AFTER CORPORATE REORGANISATION AND UPON

[REDACTED]

The shareholding and corporate structure of our Group immediately after the
[REDACTED] and the Capitalisation Issue (assuming no [REDACTED] is exercised) will

be as follows:

Vantage

Note: Mr. Fung and Mr. Fung Chuen are brothers.
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OVERVIEW

We are principally engaged in the provision of building services in Hong Kong. We had
undertaken more than 90 building services engineering projects, including one-off and
retainer projects, during the Track Record Period and up to the Latest Practicable Date. As
at the Latest Practicable Date, we had over 60 one-off projects in progress and retainer
projects with contract period ending later than the Latest Practicable Date, with a total
estimated outstanding contract sum and work order value of approximately HK$[1,316.9]
million. Further details of our projects are set out in the section headed “Business — Our
engineering projects” in this document. According to the Ipsos Report, we are one of the
five largest building services companies in terms of revenue in Hong Kong in 2013. Our
business is undertaken by our operating subsidiary, Fungs E & M, as a building services
engineering specialist in various building works in both public and private sectors in Hong
Kong.

The engineering works undertaken by us are mainly related to (i) electrical installation
works; (i1) air-conditioning installation works; and (iii) fire services installation works. In
executing a project, we principally participate in the design of building services systems,
sourcing of appropriate materials and components, subcontracting and supervising
installation works and system testing for our customers. We undertake engineering
projects in both public and private sectors, which are mainly building related projects
including (i) new building development; and (ii) existing building renovation. Income from
building services engineering projects represented all of our revenues, which were derived in
Hong Kong, for the years ended 31 March 2012, 2013 and 2014.

According to the Ipsos Report, it is estimated that the gross output value of the
building services industry in Hong Kong will grow from approximately HK$19.5 billion in
2009 to approximately HK$33.8 billion in 2018. In view of the growth drivers of the
building services industry in Hong Kong, including (i) the initiatives undertaken by the
Government to stabilise property market prices by increasing the supply of both private and
public residential units; (ii) the increase in number of old buildings in Hong Kong to
approximately 20,000 by 2023 causing more renovation works to be carried out on these
buildings to update or repair their aged building systems to ensure full functionality; and
(iii1) the shift towards more intelligent buildings increasing the demand for more advanced
and energy efficient building services system in an increasingly environmental aware
society, our Directors expect there will be more opportunities for our business in both
public and private sectors and our revenue will grow steadily in future. Our revenues for the
years ended 31 March 2012, 2013 and 2014 were approximately HK$339.5 million,
HK$424.4 million and HKS$581.5 million respectively, representing a CAGR of
approximately 30.9%. For the years ended 31 March 2012, 2013 and 2014, our five
largest customers accounted for approximately 86.7%, 86.3% and 84.8% of our revenue
respectively; and our largest customer accounted for approximately 51.7%, 44.3% and
47.7% of our revenue respectively.
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COMPETITIVE STRENGTHS

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

Experienced management and professional project management teams

One of our founders, Mr. Fung, has many years of experience and knowledge in
marketing, project management and technical aspects of the building services industry in
Hong Kong as he has been involving in the industry for over 38 years. Furthermore, our
executive Director and chief executive officer, Ir Wong Chi Wali, is a chartered engineer who
possesses extensive building services engineering work experience and relevant professional
qualifications, has been serving our Group for over 15 years.

Our project management teams have extensive industry and technical knowledge in
building services engineering and our engineers have well-developed practical skills and
experience. Our project managers have relevant industry experience and possess relevant
professional qualifications as required for the engineering works. For instance, as at the
Latest Practicable Date, all of our five senior project managers are chartered engineers and
most of our engineering staff possess the relevant engineering licenses and/or academic
qualifications to supervise building services engineering works. Some of these engineering
staff have been working with us for over 10 years. We believe their project management
experience and technical skills of building services engineering would facilitate the efficient
and timely implementation and management of our projects.

We believe the combination of our project management expertise and knowledge of the
building services industry in Hong Kong, together with our highly qualified and
experienced engineering staff have been and will continue to be our valuable assets
enabling us to take up projects of various scale and building type and fulfill our customers’
requirements. During the Track Record Period and up to the Latest Practicable Date, we
had undertaken more than 90 building services engineering projects in public and private
sectors which cover different types of buildings including residential, commercial,
institutional and other buildings in Hong Kong.

Multi-design capability and diversified technical knowledge

We aim to provide one-stop building services to our customers. Due to our well-
developed technical skills and experience and our relevant certifications and qualifications
in the building services industry, we are able to undertake engineering works that cover
several major aspects of building services including (i) electrical installation works; (ii) air-
conditioning installation works; and (iii) fire services installation works in both public and
private sectors and, therefore, our customers (who are mainly the Main Contractors) are
not required to engage multiple specialists to handle different kinds of building services. We
believe that in some projects we are engaged by our customers for our multi-disciplinary
services, which can ease our customers’ management effort and minimise their time cost for

— 76 —



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

BUSINESS

coordination. Our engineering staff are required to develop technical knowledge and
practical experience in all aspects of engineering works undertaken by us through extensive
on-the-job training in order to provide building services on a one-stop basis.

Our integrated capabilities enable us to deliver one-stop design solution for our
customers. For instance, system design is an essential part of a building services engineering
project because (i) the durability, reliability and efficiency of a composite building services
system greatly depends on how well the system is designed; and (ii) a quality composite
system design requires technical personnel with relevant qualifications, knowledge and
extensive work experience who is able to understand, analyse and consolidate the project
specifications of different aspects such as electricity, lighting, ventilation and fire
prevention for working out a practical one-stop solution which also fulfills the
requirements under relevant standards and regulations in Hong Kong. With our
experienced project managers and skilled engineering staff, we are able to fulfill our
customers’ requirements and complete our engineering projects in a cost effective manner.

Long-term relationships with some of our major customers

We have been cooperating with some of our major customers during the Track Record
Period (including Customer A, Customer D and Able Engineering Company Limited), who
are some of the active market participants in the construction industry in Hong Kong, for
nearly 10 years or more. Our Directors believe that our long-term relationships with some
of our major customers reinforce our Group as the preferred working party to their
projects.

Our extensive network with our major suppliers and subcontractors

Our Group has established and maintained a healthy working relationship with a
network of suppliers and subcontractors. Some of our major suppliers had known or
worked with us for over 10 years. Our Directors believe that our on-time settlements of
accounts payable has won our Group with a network of stable suppliers and subcontractors
which in turn, enables us and our customers to have flexibility in pricing and selection. Our
supplier and subcontractor relationships could also reduce the risk of shortage or delay in
delivery of materials or services causing material disruption to our works.

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

We place considerable emphasis on the distinctive and consistent quality of engineering
works and have therefore implemented a stringent quality control system that complies with
international standards. We were assessed and certified by SGS in 2006 and ACIL in 2012
that the requirements of ISO 9001 accreditation for our management system and quality
management system had been met. Our experienced project management teams are
responsible for maintaining the engineering works up to our quality requirements. In
addition, we have set up an occupational health and safety management system to promote
safe working practices among all employees and to prevent the occurrence of accidents.
Further, we have also set up an environmental management system to promote
environmental awareness and to prevent pollution of the environment. As a result, our
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occupational health and safety management system has been certified compliance with
OHSAS 18001 by ACIL and our environmental management system was accredited by
ACIL with ISO 14001 certification. Further details of our quality control measures are set
out in the section headed “Business — Quality control” in this document.

Long-term history and good reputation with a proven track record developed in the building
services industry

Our history can be traced back to 1994 when Mr. Fung established Fungs E & M.
Some of the market players in the Hong Kong building services industry have known our
management for almost 20 years. We believe our management’s long-term presence in the
building services industry gives our customers an overall confidence in our ability to
complete quality engineering works in a timely manner.

All of our executive Directors also have over 15 years of experience in the Hong Kong
building services industry. Our Directors believe that we have (i) good reputation in the
industry with substantial proven track record; (ii) the capability of delivering our job on
time and to the satisfaction of our customers; and (iii) established a good rapport with our
major customers. According to the quarterly performance rating report received from
Works Branch, Development Bureau in May 2014, our Group’s performance rating is above
the industry average ratings among the Approved Suppliers of Materials & Specialist
Contractors for public works in Hong Kong.

BUSINESS STRATEGIES AND PROSPECTS

We will continue to play an active role in seeking opportunities in the building services
industry in both private and public sectors in Hong Kong in order to achieve sustainable
growth in our business and create long-term shareholder’s value. We will keep focusing on
undertaking engineering works involving (i) electrical installation works; (ii) air-
conditioning installation works; and (iii) fire services installation works.

We plan to expand our scale by continuing to upgrade our computer system and design
software and to hire more engineering staff. In this regard, we expect 30 additional staff,
including project managers and experienced engineering staff, to be hired by the year ending
31 March 2018. Our existing computer equipment and software will be upgraded from time
to time in the next three to five years with an aim to enhance our Group’s design capability.
Our Directors believe that by expanding our scale of operation, we will be able to (i)
participate in larger building services engineering projects; (ii) broaden our customer base
by meeting the pre-qualifications set by potential customers to be their approved
contractors; and (iii) have additional manpower to further strengthen our quality
assurance which is of utmost importance to our Group’s competiveness and ongoing
development in the Hong Kong building services industry.

We will also continue to maintain a disciplined financial strategy in our business
operations. Our Group has maintained a strong financial position in terms of a prudent net
gearing ratio. We intend to continue to maintain such strong financial position without
exposing to aggressive gearing in order to achieve sustainable growth in the long term. We
also intend to continue to actively manage our project process to ensure sufficient cash
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generated internally for our ongoing capital needs. Our Directors believe that a prudent
financial management in capital commitment could provide reasonable return for
shareholders steadily while ensuring our continued growth in the long term.

In view of the increasing spending by the Government on construction works and the
current growth prospects for building services industry mainly caused by the Government’s
intention and policy to stabilise the local property market by increasing the supply of both
private and public residential units, such as securing land for public rental housing and
home ownership scheme, and resumption of the land sale program, our Directors believe
that the gross output value of the building services industry in Hong Kong will continue to
rise. Having considered our solid experience in the building services industry, our
possession of the requisite licences and registrations for undertaking engineering projects
in both private and public sectors, our continuous participation in public projects over the
Track Record Period and the fact that we are one of the 27 contractors on the Housing
Authority List of Electrical Contractors who are permitted to undertake public housing
projects in Hong Kong as at the Latest Practicable Date, our Directors are of the view that
we are well positioned to capture the emerging business opportunities. Further details of the
future development of the building services industry in Hong Kong are set out in the section
headed “Industry overview — Market overview of the building services industry in Hong
Kong” in this document.

DESCRIPTION OF BUSINESS

Our Group’s principal business activity is the provision of building services in both
public and private sectors in Hong Kong. The engineering works undertaken by us are
mainly related to (i) electrical installation works; (ii) air-conditioning installation works;
and (iii) fire services installation works.

Electrical installation works

We involve in the supply, installation and maintenance of electrical systems which (i)
fulfill specific technical requirements to support the operation of building services systems
(such as illumination, ventilation and air-conditioning systems, and fire services systems
etc.) and; (ii) comply with the relevant safety standards generally required in Hong Kong,
namely the Code of Practice for Electricity (Wiring) Regulations.

During the design process, we need to apply our technical and safety control
knowledge. Based on the design agreed by the construction consultants engaged by the
project employers, we will transform the design of an electrical system into practical
application by supervising and monitoring the electrical installation involves power
distribution system including low voltage main switchboard connected to the transformer
of the electric power supplier, distribution cables, busbar trunking, distribution boards and
final circuits, emergency generator system, lighting system, earthing system and lightning
protection system etc. We also handle extra low voltage and electronic systems which
mainly refer to computer cable network, security system comprising burglar alarms and
closed circuit television systems etc. and broadcast reception system. We participate in
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designing, supervising and monitoring installation of extra low voltage and electronic
systems based on the system requirements and expected functions set out by the
construction consultant.

We aim to provide professional building services for both new building development
and existing building renovation. Compliance with the statutory and contractual
requirements and delivery of reliable, safe and energy efficient electrical installation is
our objective for every project.

Air-conditioning installation works

We participate in the supply, installation and maintenance of mechanical ventilation
and air-conditioning (MVAC) systems to facilitate comfortable and environmentally
friendly operation of buildings based on the general specifications provided by the
construction consultants employed by the project employers.

A ventilation system is a system which circulates fresh air throughout a confined space
or spaces, while removing contaminated or stale air. The main functions of a ventilation
system include clearing dust and allergens in the air, and providing proper exchange of
oxygen and carbon dioxide levels. An air-conditioning system provides an indoor
environment for both human comfort and conditioned spaces for storing goods or
equipment. Different air-conditioning systems can be adopted in a building, namely
constant air volume (CAYV), variable air volume (VAV), fan coils, variable refrigerant
volume (VRYV) etc. The adoption of system depends on the usage and the specification of
the conditioned space.

During the design process, we have to assess the possible factors, such as building
location and indoor area, which could affect the quality of air, temperature and humidity
inside a building as well as the system operation cost efficiency. We take energy efficiency
and indoor air quality into consideration when planning our works. We aim to reduce
energy consumption by means of comprehensive selection and control of various quality
components and equipment used in the air-conditioning system for minimising energy loss.
We will gather the outdoor and indoor environmental data and the general requirements of
the construction consultants and then simulate the indoor conditions by using relevant
computer simulation software for fine-tuning the designs. We will then transform the design
into practical application by supervising and monitoring the installation of ventilation
system, which mainly comprises chiller, air handling unit, fan-coil unit, chilled water pump,
control system, ventilation fan, sensor, ductwork and pipework, for controlling air quality,
indoor humidity and temperature inside the building.

In principle, we aim to provide solution for reliable, energy efficient and user friendly
MVAC installation. We also need to ensure the ventilation system complies with relevant
standards generally required in Hong Kong, namely the Building (Ventilation System)
Regulations.
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Fire services installation works

We also participate in fire services design and installation as part of our building
services business. Fire protection systems protect the property and people in a building,
which are mainly categorised into (i) fire detection and alarming system; (ii) fire suppression
and extinguishing system; and (iii) emergency lightings. A fire detection and alarming
system consists of a programmable and addressable fire services control panel which will (i)
directly notify the fire services control centre of Fire Services Department upon activation
of various detection components such as breakglass unit, flow sensor of sprinkler system
and heat/smoke detector etc.; and (ii) activate audio and visual fire alarm, fire shutters,
ventilation and air-conditioning equipment isolation, the unlocking mechanism of access
control and lift homing control etc. The fire suppression and extinguishing system can be
further categorised into sprinkler system, fire hydrant and hosereel system, total gases
flooding system and portable fire services appliance, which helps to stop the spread of fire.
Emergency lighting and exit sign facilitate the occupants escaping from the building to safe
location. Power generator and battery backup are commonly used to provide essential
electricity to operate the fire protection system in case of electric power failure.

One-off projects and retainer projects

The contracts we entered into with our customers are categorised into two types
namely (i) one-off projects which include building services engineering works relating to
new building development and existing building one-off renovation; and (ii) retainer
projects relating to existing building renovation which building services engineering works
are segmented by work orders to be issued over a fixed contract period. For one-off
projects, we are required to complete the engineering works as set out in the contracts which
contain the details of our scope of work. For retainer projects, we are obligated to provide
building services every time we received work orders containing the work details from our
customers during the contract periods stated in the term contracts. There is no difference
between the nature of our services and works handled by us for one-off project and retainer
project.

MAJOR QUALIFICATIONS, CERTIFICATIONS AND COMPLIANCE
Qualifications in Hong Kong

As confirmed by the Directors, based on normal market practice, in order to undertake
building services engineering works in the private sector, the building services provider is
required to (i) obtain the Certificate of Registration of Electrical Contractor issued by
EMSD for electrical engineering works; (ii) be a Registered Specialist Contractor of
Building Authority under the ventilation category; and (iii) be a Registered Fire Service
Installation Contractor of Fire Services Department for fire prevention and protection
systems. With respect to public sector building services engineering works, in addition to
the aforesaid registrations, the service provider must be an Approved Suppliers of Materials
& Specialist Contractors for Public Works of Works Branch under the categories of
electrical installation, fire service installation and air-conditioning and refrigeration
installation. In order to undertake electrical engineering projects of Hong Kong Housing
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Authority, the service provider has to be on the Housing Authority List of Electrical
Contractors. Details of the above are set forth under the section headed “Laws and
regulations” in this document.

During the Track Record Period, all of our contracts with our customers were entered
into by Fungs E & M. The following table sets out our major qualifications and licenses:

Relevant Hong
Kong government
departments or
public organisation

EMSD

Description

Private sector

Category

Electrical works

Qualification

Registered Electrical

Period of
validity

12 February

works Contractor 2016
Building Authority  Private sector ~ Ventilation Registered Specialist 26 January
works Contractor 2015
Fire Services Private sector Fire services Registered Fire Service — (note 1)
Department works installation Installation Contractor
— Class 1 & 2
Works Branch, Public sector Electrical Approved Suppliers of — (notes
Development works installation Materials & Specialist 1&2)
Bureau Contractors — Group
111
Public sector Air-conditioning Approved Suppliers of — (notes 1,
works installation Materials & Specialist 2&3)
Contractors — Group
IT (probationary)
Public sector Fire service Approved Suppliers of — (notes
works installation Materials & Specialist 1&2)
Contractors — Group |
Hong Kong Public sector Electrical works Housing Authority List of — (notes 1,
Housing works Electrical Contractors 2&3)
Authority (probationary)
Notes:
(1) “—" denotes not subject to any periodic renewal condition

(2) Contractors are required to meet certain criteria for retention of the qualification. Please refer to the
section headed “Laws and Regulations — Hong Kong laws — III. Contractor Licensing/
Registration Regime” in this document for retention requirement.

(3) A probationary contractor may apply for “confirmed” status after the satisfactory completion of
works appropriate to its probationary status. To be promoted and retained as an approved
contractor with a confirmed status, our Group must meet the relevant requirements. Further details
are set out in the section headed “Laws and Regulations — Hong Kong laws — III. Contractor
Licensing/Registration Regime” in this document.

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

Certifications

The following table sets out our major certifications:

Certification Awarding organization
Nature (Note) or authority Period of validity
Quality Management 1SO 9001:2008 ACIL Up to 16 June 2015
System Accreditation
Environmental ISO 14001:2004 ACIL Up to 29 June 2016
Management System
Accreditation
Occupational Health and ~ OHSAS 18001:2007 ACIL Up to 29 June 2016

Safety Management
System Accreditation

Note: 1SO 9001:2008 represents the Quality Management System of the design, supply, installation and
maintenance of electrical and mechanical systems. ISO 14001:2004 represents the Environmental
Management System of the design, supply, installation and maintenance of electrical and
mechanical systems. OHSAS 18001:2007 represents the Occupational Health and Safety
Management System of the design, supply, installation and maintenance of electrical and
mechanical systems.

Compliance

Our Directors confirmed that during the Track Record Period and up to the Latest
Practicable Date, there was no non-compliance incident which is material impact non-
compliance or systemic non-compliance. Our Directors also confirmed that during the
Track Record Period and up to the Latest Practicable Date, our Group has obtained all the
approvals, permits, consents, licences and registrations required for our business and
operations in Hong Kong and all of them are in force.

In order to ensure the ongoing compliance with the applicable requirements, laws and
regulations, our administration department shall be responsible for the followings:

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

(i1) to check relevant requirements and to make necessary submission to upkeep our
Group’s licensing status;

(iii) to identify any information which shall be provided for application/submission
such as company profile, job experience, resources, financial information,
management systems and certificates, technical proposal, schedule, customer
satisfaction etc;
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(iv) to designate suitable personnel/department to follow up the submission of the
financial information to Development Bureau and the HA within the time
stipulated under the prevailing laws and regulations;

(v) to keep updating those information to our clients when necessary;

(vi) to identify the new requirements, operation and control procedures under
statutory and regulations; and

(vii) to brief our relevant staff for the news/update/revised requirements for ensuring
that our relevant staff obtains update of the industry characteristic.

OUR ENGINEERING PROJECTS

During the Track Record Period, the engineering projects undertaken by us were one-
off and retainer building projects in both public and private sectors. Regarding our one-off
projects relating to new building development and existing building one-off renovation, the
durations of projects usually ranged from 15 to 52 months, depending on the size of the
contract and the complexity of the works undertaken. Regarding our retainer projects
relating to existing building renovation which building services engineering works are
segmented by work orders to be issued over a fixed contract period, such period usually
ranged up to three to four years. For some retainer projects, our Group may have
additional work period of one year or more after the end of our contract period to handle
matters including but not limited to work orders given by our customers just before the end
of contract period, follow-up requests from our customers, billings, certifications of work
done and other administrative work if so requires.

One-off projects relating to new building development and existing building one-off renovation
Completed one-off projects

Completed projects refer to projects for which we and our subcontractors have
completed the contracted works and vacated from the premises in principle. The following
table sets out the details of the major completed projects as at the Latest Practicable Date
with individual revenue contribution of HK$10 million or above during the Track Record
Period in the ascending order by commencement date:

Actual contract

sum billed

Type of during the Track

Location of project projects Type of works Work period  Contract sum  Record Period

(HK$M) (HK$M)

(Note 1) (Note 1)

Government building(s) at Kiu Tau Road Public  Electrical, ventilation and Jul 2009- 26.1 22.0
(Project 01) air-conditioning, and fire Sep 2013

services installation
Government building(s) in Lok Ma Chau Public  Electrical installation Dec 2009- 15.7 13.9

(Project 02) Dec 2013
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sum billed
Type of during the Track
Location of project projects Type of works Work period  Contract sum  Record Period
(HK$M) (HKSM)
(Note 1) (Note 1)
Government building(s) in Pok Fu Lam  Public  Electrical, ventilation and Feb 2010- 19.4 18.3
(Project 03) air-conditioning, and fire Feb 2014
services installations
Institutional building(s) in Tuen Mun Private Electrical installation Jun 2010~ 24.0 22.5
(Project 04) Feb 2013
Institutional building(s) in Chai Wan Private  Electrical, ventilation and Jul 2010- 16.3 16.1
(Project 05) air-conditioning, and fire Dec 2013
services installations
Government building(s) in Man Kam To Public  Electrical, ventilation and Jul 2010- 19.6 13.1
(Project 06) air-conditioning, and fire Nov 2013
services installations
Government building(s) in Area 16, Tuen Public  Electrical, ventilation and Jul 2010- 21.4 19.1
Mun (Project 07) air-conditioning, and fire Sep 2013
services installations
Government building(s) at Mallory Street Public  Electrical, ventilation and Jul 2011- 21.5 16.8
and Burrows Street (Project 08) air-conditioning, and fire May 2014
services installations
Commercial building(s) at Private Electrical, ventilation and Jul 2011- 13.6 13.6
No. 123-127 air-conditioning Mar 2014
Tung Choi Street installations
(Project 09)
Commercial building(s) at Repulse Bay  Private Electrical, ventilation and Feb 2012- 38.5 38.5

Road (Project 10) air-conditioning, and fire Jul 2014
services installations

Note 1. The contract sum for a particular one-off project listed above may be greater than the amount of
actual contract sum billed for that project during the Track Record Period. This is because (i) some
revenue for a particular contract may have been recognised prior to the Track Record Period, i.e.
before 1 April 2011; and (ii) some outstanding contract sum have not been finally confirmed due to
pending issuance of the relevant completion confirmations.
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One-off Projects in progress

The following table sets out the details of the major one-off projects in progress with
estimated individual contract sum of HK§$10 million or above awarded before or during the
Track Record Period in the ascending order by commencement date:

Location of project

Government building(s)
at Yan Chai Street,
Tsuen Wan
(Project 11)

Institutional building(s)
at MacDonnell Road
(Project 12)

Residential building(s) in
Fung Yuen, Tai Po
(Project 13)

Government building(s)
at Tai Lam Chung
(Project 14)

Government building(s)
in Tai Lam
(Project 15)

Government building(s)
in Area 74, Tseung
Kwan O (Project 16)

Government building(s)
at No. 8 Jackson
Road (Project 17)

Government building(s)
in Kwun Tong
(Project 18)

Government building(s)
in Chai Wan
(Project 19)

Commercial building(s)
at Heung Yip Road,
Wong Chuk Hang
(Project 20)

Type of

projects

Public

Private

Private

Public

Public

Public

Public

Public

Public

Private

Type of works

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical installation

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical installation

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Ventilation and air-
conditioning
installations

Expected work

period
(Note 1)

May 2011-
Sep 2015

Jul 2011-
Sep 2015

Feb 2012-
Sep 2015

Jun 2012-
Sep 2015

Aug 2012-
Jul 2016

Dec 2012-
Sep 2015

Jul 2013-
Jan 2016

Nov 2013-
Nov 2015

Nov 2013-
Feb 2016

Jan 2014-
Oct 2016

Expected
total
contract sum
(HKSM)
(Note 2)

126.8

135.4

12.0

131.7

59.4

312

91.8

52.0
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Actual contract Actual contract

sum billed up
to the end of
the Track
Record Period
(HK$SM)

20.7

121.2

4.6

4.5

5.2

4.5

sum billed
up to

[31 May/
August 2014]
(HK$M)

[112.9]

[20.7]

[121.9]

(7.7

[4.9]

130.9]

[5.5]

[4.5]

[5.4]

Expected
outstanding
contract
sum up to
[31 May/
August 2014]
(HKSM)

[13.9]

2.0

[13.5]

[4.3]

[126.8]

(3.3]

[53.9]

[26.7]

86.4]

(52.0]

Approximate
expected
percentage
of completion
up to

[31 May/
August 2014]
(%)

(Note 3)

[89.0%]

[91.2%]

190.0%]

[64.2%]

(3.7%]

[90.4%]

[9.3%]

[14.4%]

15.9%]

[0.0%]
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Notes:

1. The expected work period for a particular project comprise our best estimation of the completion of
project. In making of the estimation, our management takes into account factors including the date
specified in the relevant contract, the extension period granted by our customers and the actual work
schedule between our subcontractors.

2. The expected total contract sum for a particular one-off project represents our best estimation of the
contract sum taking into account the contract sum specified in the relevant contract and expected
variation orders in relationship with the project during our project period.

3. The approximate expected percentage of completion for a particular project is calculated by dividing the
billed contract sum as at [31 May/August 2014] over the expected total contract sum for the particular
project.

Retainer projects relating to building renovation

Retainer projects refer to projects with a particular location which renovation works
have been segmented into work orders to be issued over a fixed contract period which
normally ranges from three to four years. We are required to work when a work order has
been issued to and received by us. Normally when we entered into a retainer project, our
management will have a preliminary estimation on the value of work orders to be received
for that project. In some retainer projects, we may receive work orders towards the end of
the contract period and such work orders may specify works which require additional work
period of one year or more for our Group to complete.

Retainer projects with contract period ended during the Track Record Period and up to the
Latest Practicable Date

The following table sets out the details of the major retainer projects with (i)
accumulative work order value received of HK$10 million or above; and (ii) contract period
ended during the Track Record Period and up to the Latest Practicable Date in the
ascending order by commencement date:

Total work Amount billed

Type of Contract order value during the Track
Location of project projects Type of works period received  Record Period
(HK$M) (HK$M)
(Note 1) (Note 1)
Government building(s) in municipal Public  Electrical installations Nov 2008- 47.4 12.5
venues in Kowloon (Project 21) Oct 2011
Government building(s) in various Public  Electrical, ventilation and Dec 2008- 71.3 45.2
locations in Hong Kong specified air-conditioning, and fire Nov 2011
under each work order (Project 22) services installations
Government building(s) in Hong Kong Public  Electrical, ventilation and Apr 2010~ 93.3 54.5
Island Eastern & Outlying Islands air-conditioning Mar 2014
(South) (Project 23) installations
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Total work  Amount billed
Type of Contract order value during the Track
Location of project projects Type of works period received  Record Period
(HK$M) (HK$M)
(Note 1) (Note 1)
Government building(s) in Tai Po North Public  Electrical, ventilation and Apr 2010- 87.4 62.7
District & Outlying Islands (North) air-conditioning Mar 2014
(Project 24) installations
Government building(s) in New Public  Electrical, ventilation and Jul 2010- 247.9 197.1
Territories East and West air-conditioning, and fire Jun 2013
(Project 25) services installations
Government building(s) in Kowloon West Public  Electrical, ventilation and Jul 2010- 177.7 148.7
(Project 26) air-conditioning, and fire Jun 2013
services installations
Government building(s) in Kowloon City, Public  Electrical and air- Oct 2011- 46.2 35.5
Sai Kung and Outlying Islands (Sai conditioning installations Mar 2014
Kung) (Project 27)
Government building(s) in Wong Tai Sin  Public  Air-conditioning Mar 2013- 10.7 3.9
and Shatin (Project 28) installations Mar 2014
Notes:
1. The total work order value for a particular project listed above may be greater than the amount of amount

billed during the Track Record Period. This is because (i) some revenue for a particular contract may have
been recognised prior to the Track Record Period, i.e. before 1 April 2011; and (ii) some outstanding value

for a particular work order may have been billed after the Track Record Period.
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Retainer projects with contract period ending after the Latest Practicable Date

The following table sets out the details of the major retainer projects on hand with
estimated total work order value to be received of HK$10 million or above and with
unexpired contract period ending after the Latest Practicable Date in the ascending order
by commencement date:

Type of

Location of project projects

Government building(s) in ~ Public
Hong Kong Island,
Lantau Island,
Outlying Islands
(South), Wong Tai Sin,
Shatin, Kowloon City,
Sai Kung and Outlying
Islands (Sai Kung)
(Project 29)

Government building(s) in  Public
Sham Shui Po, Tsuen
Wan, Kwai Tsing,
Kwun Tong,
Mongkok, Yaumatei
and Tsim Sha Tsui
(Project 30)

Government building(s) in  Public
various locations in
Hong Kong specified
under each work order
(Project 31)

Government building(s) in  Public
various locations in
Hong Kong specified
under each work order
(Project 32)

Government building(s) in ~ Public
Kowloon East and
Kowloon Central
(Project 33)

Government building(s) in  Public

Sham Shui Po,

Kowloon City, Kwun

Tong and Sai Kung

(Project 34)

Type of works

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services

installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical, ventilation
and air-conditioning,
and fire services
installations

Electrical and air-
conditioning
installations

Estimated up to the end of

total work

Contract period order value

(HKSM)

(Note 1)

Nov 2011- 19.1
Oct 2015

Nov 2011- 22.0
Oct 2015

Nov 2011- 222
Oct 2014

Jan 2012- 13.8
Dec 2014

Jun 2012- 111.9
May 2015

Apr 2013~ 128.5
Mar 2016
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Amount billed

Track Record
Period
(HKSM)

0.5

2.6

123

10.9

12.3

Amount billed
up to

[31 May/August
2014]

(HKSM )

0.5

(2.7]

[12.7]

[10.9]

[57.7]

[17.4]

Approximate
percentage of

Expected work order value
outstanding billed to
work order [31 May/August

value up to [31 2014] over

May/August  estimated total
2014] work order value
(HKSM) (note 2)
[18.6] [2.8%]

[19.3] [12.3%)]

[9.5] [57.2%]

2.9] [79.0%]

[54.2] [51.6%]
[111.1] [13.5%]
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Approximate
percentage of

Expected work order value
outstanding billed to
Amount billed  Amount billed work order [31 May/August
Estimated up to the end of up to  value up to [31 2014] over
Type of total work Track Record [31 May/August May/August  estimated total
Location of project projects  Type of works Contract period order value Period 2014] 2014] work order value
(HKSM) (HKSM) (HKSM) (HKSM) (note 2)
(Note 1)
Government building(s) in  Public Electrical and air- Apr 2013- 109.9 10.9 [11.5] [98.4] [10.5%]
Tsuen Wan, Kwai conditioning Mar 2016
Tsing, Tuen Mun and installations
Yuen Long
(Project 35)
Government building(s) in  Public Electrical and air- Apr 2013- 98.2 11.7 [15.6] [82.6] [15.9%]
Wong Tai Sin, Sha conditioning Mar 2016
Tin, Tai Po and North installations
District (Project 36)
Government building(s) in  Public Electrical, ventilation Apr 2013~ 30.8 7.5 [7.6] [23.2] [24.7%]
Kowloon and Outlying and air-conditioning, Dec 2014
Islands (Sai Kung) and fire services
(Project 37) installations
Government building(s) in  Public Electrical, ventilation Jul 2013- 169.9 6.4 [10.8] [159.1] [6.4%]
New Territories East and air-conditioning, Jun 2016
and West (Project 38) and fire services
installations
Government building(s) in ~ Public Electrical, ventilation Jul 2013~ 208.5 4.7 [5.4] [203.1] [2.6%]
Kowloon West (Project and air-conditioning, Dec 2016
39) and fire services
installations
Notes:
1. The estimated total work order value for a particular project refers to our management’s best estimate on
the total value of work orders to be received during the contract period.
2. The approximate percentage is calculated based on the value of work order billed for a particular project

as at [31 May/August 2014] over the estimated total work order value to be received during the entire
contract period.
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Our Directors confirmed that the total estimated outstanding contract sum and work
order value of one-off and retainer projects as at 31 March 2014 to be recognised in the six
months ending 30 September 2014, the six months ending 31 March 2015 and the six months
ending 30 September 2015 are approximately HK$367.2 million, HK$324.5 million and
HK$319.6 million respectively.

As at the Latest Practicable Date, we have submitted [35] quotations under restricted
tender and the results will be made known to us within approximately three to six months
after our submission. Our success rates for quotations submitted were approximately
21.2%, 25.0% and 17.5% for the years ended 31 March 2012, 2013 and 2014 respectively.

SALES AND MARKETING AND CUSTOMERS
Sales and marketing

The building services engineering projects undertaken by us are normally contracted to
us by way of restricted tender from our customers who are mainly the Main Contractors in
Hong Kong. Our Directors confirmed that invitations from our customers are sent to a
limited number of contractors who are on their list of approved contractors under the
restricted tender arrangement. In this connection, we maintain active relationships with our
customers in the industry to explore potential business opportunities. Tender invitations
mainly come from word-of-mouth, reputation and established track record rather than
advertising and promotion. We also approach prospective customers from time to time
showing our interest for being one of their approved contractors by introducting our
background, industry experience and financial position. As a result, we are of the view that
our past job reference, expertise in relation to our building services engineering works,
relationship with customers and our network in the industry are some important decision
factors for our existing and potential customers in choosing us to be the preferred working
party in pitching for construction projects from project employers. Our Group currently has
no plan to carry out any other marketing activities such as mass media advertisement.

Customers

Our customers, who are mainly the Main Contractors of the construction industry in
Hong Kong, contract the building services engineering works to us on a project-to-project
basis. The Main Contractors, either engaged by the relevant government departments in the
public sector or property developers/owners in the private sector, are normally responsible
for (i) overseeing the progress of the whole construction or building renovation project; (ii)
subcontracting different work tasks (such as electrical and air-conditioning installations) of
the project to subcontractors; and (iii) supervising subcontractors for handling the
delegated jobs. Our customers are normally required to make payments to us within
seven days after receiving the interim payments from their project employers. Our accounts
receivable are normally settled by cheque in Hong Kong dollars.
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Major customers

For the years ended 31 March 2012, 2013 and 2014, our five largest customers
accounted for approximately 86.7%, 86.3% and 84.8% of our revenue respectively; and our
largest customer accounted for approximately 51.7%, 44.3% and 47.7% of our revenue
respectively. We have not entered into any long-term master contracts with any of these
customers. Our Directors confirmed that our Group had no material dispute with or
recovery of claims from its customers during the Track Record Period.

The followings set out the profile of our five largest customers for each of the reporting
period during the Track Record Period:

Approximate
The financial year year(s) of business Public/
being our five relationship private
Name of customer largest customers with our Group Principal business sector
Customer A 31 March 2012, 17 years Building construction Both
2013 and 2014 and maintenance
Able E & M 31 March 2012, 6 years Building services Both
2013 and 2014 engineering works
Customer B 31 March 2012 5 years Building construction Both
Customer C 31 March 2012 7 years Building construction  Both
and maintenance
Customer D 31 March 2012 8 years Governmental Public
authority
Able Engineering 31 March 2013 and 10 years Building construction  Both
Company Limited 2014 and maintenance
Customer E 31 March 2013 and 2 years Building services Both
2014 engineering works
Customer F 31 March 2013 7 years Building construction  Both
and maintenance
Lanon Development 31 March 2014 2 years Building construction  Both
Limited and maintenance

Notes:

(1) Customer A is principally engaged in building construction and maintenance works in Hong Kong.

(2) Able E & M is indirectly interested by Vantage Group and Mr. Fung, which is principally engaged in
contracting for building services engineering works in Hong Kong. Further details on Able E & M
are set out in the section headed “Relationship with Controlling Shareholders” and “Connected

Transactions” in this document.

(3) Customer B is a construction company which group is listed in Japan.
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(4) Customer C is principally engaged in building construction and maintenance works in Hong Kong.
(5) Customer D is a governmental authority in Hong Kong.

(6) Able Engineering Company Limited is a wholly-owned subsidiary of Vantage, one of our
Controlling Shareholders, which is principally engaged in building construction and maintenance
in Hong Kong. Further details of Able Engineering Company Limited are set out in the section
headed “Relationship with Controlling Shareholders” and “Connected transactions” in this
document.

(7) Customer E is principally engaged in provision of building services engineering works in Hong
Kong.

(8) Customer F is principally engaged in building construction and maintenance works in Hong Kong.

(9) Lanon Development Limited is part of Lanon Group and is principally engaged in building
construction and maintenance works in Hong Kong. Further details of Lanon Group are set out in
the section headed “Relationship with Controlling Shareholders” and “Connected transactions” in
this document.

Save as disclosed in notes 2, 6 and 9 above, none of our Directors, their close associates
or any Shareholder (who or which, to the best knowledge of our Directors owns more than
5% of the issued share capital of our Company) has any interest in any of our five largest
customers for each of the reporting period during the Track Record Period.

We believe we have been the preferred working party of our major customers to their
projects and some of them have been cooperating with us for nearly 10 years or more. Such
long-term business relationships benefited our Group in securing our sources of revenue
during the Track Record Period. Our provision of quality building services also enabled our
major customers to fulfill their responsibilities under the contractual relationships with
their project employers. As a result, we believe the cooperation between our Group and
each of our major customers mutually benefited respective parties in capturing economic
benefits and business development.

Our Directors are of the view that our Group does not overly rely on its major
customers because (i) there is a mutual business dependency and benefit between us and our
major customers, for instance, our Directors believe our previous job references in handling
public sector projects also give business advantage to our largest customer(s) in engaging us
in some of their building services engineering projects in public sector; and (ii) we also
cooperated with new customers such as Customers E during the Track Record Period. In
the event that any of our major customers substantially reduces the number of contracts
placed with us or terminates its business relationship with us, our Directors consider that we
would have extra capacity to handle other potential projects from other customers to
replace such lost contracts due to the expected growth of demand for building services in
Hong Kong and our competitive strengths as detailed in the section headed “Business —
Competitive strengths” in this document. According to the Ipsos Report, the demand for
building services is expected to increase in future and the gross output value of the building
services industry in Hong Kong will increase at a CAGR of around 5.4% from
approximately HK$27.4 billion in 2014 to approximately HK$33.8 billion in 2018.
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OPERATING PROCEDURES

Our operating procedures in relation to execution of building services engineering
project principally involve quotation for restricted tender, price determination and project
implementation. We have developed a quality management system covering the design,
supply, installation and maintenance of electrical and mechanical systems and was
accredited with ISO 9001 since 2012.

Duration of our projects are affected by a wide range of factors including technical
complexity, building conditions, input of labour and expectation of project employers etc.,
which can vary widely. The expected project duration and completion time are stated in the
contract entered into between us and our customers. The periods of most of our one-off
projects relating to new building development or existing building one-off renovation
during the Track Record Period varied from approximately 15 to 52 months. Regarding our
retainer projects relating to existing building renovation which building services engineering
works are segmented by work orders to be issued over a fixed contract period, such period
usually ranged up to three to four years. For some retainer projects, our Group may have
additional work period of one year or more after the end of our contract period to handle
matters including but not limited to work orders given by our customers accumulated
before the end of contract period, follow-up requests from our customers, billings,
certifications of work done and other administrative work if so requires.

Quotation

Once we have obtained the notification from our customer requesting for our
quotation under the restricted tender, which normally contains, amongst others, the project
specifications and preliminary design drawings, we will commence preliminary work for the
preparation of quotation. Such preliminary work usually includes reviewing the restricted
tender document in details, ensuring that we have the requisite licenses and registrations for
handling the engineering works, understanding the project specifications and verbally
clarifying with our customers to see if they have other requirements and expectation
regarding our work if we consider necessary. In the event that we are limited by our licenses
and registrations from undertaking certain public sector projects due to limitation on
maximum contract sum, we would ensure that we and our subcontractors as a working team
possesses the requisite licenses and registrations to undertake the projects. Further details
of our licenses and registrations are set out in the section headed “Laws and regulations —
Hong Kong Laws — III. Contractor Licensing/Registration Regime” in this document.

Price determination

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

Our executive Director(s) is responsible for determining the final price of each project.
The time required for preparing a quotation varies from case to case, which depends on
each project’s specific requirements and complexity. Generally, it takes about one to two
weeks from receipt of requests to submission of quotations. Our quotation is generally valid
for a period of seven days for private projects and 90 to 120 days for public projects, subject
to further negotiation between the parties. However, in the event that our Group is required
to perform variation works which are not included in the original design layout
specification, we and our customer will perform measurement and evaluation to the
variation works and make adjustment to the contract sum.
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Project execution

The general steps undertaken by us throughout project execution are set out in the
following illustration:

Project review (quotation and price determination)

‘ Restricted tender invitation

l

Tender department assesses whether potential U
. . » No > Reject invitation
project matches our scope of services
i Yes
Executive Director(s) will assess whether to s
L. ) . » No > Reject invitation
participate in tender

i Yes

Obtain quotations from
internal approved suppliers
and subcontractors

Project manager and tender department will
prepare tender documents and
estimate gross profit margins and project costs

l

Executive Director(s) to review the
tender documents before submission

A4

I

Y v
Handle queries and attend tender interview Reject invitation
with customers if necessary

l

‘ Negotiate project terms ‘

|
' v

‘ Sign contracts ‘ Reject invitation

Project implementation
A 4

‘ Forming project management team ‘

!

Fine-tuning and finalising
overall system designs

I

Confirm purchase orders with suppliers
and engagements with subcontractors

!

Engineering staff supervise
engineering installation works

!

Billings to customer and from
suppliers and subcontractors

Project completion

v
Monitor receipt of accounts receivable and
rectifications during defect liability period

l

Project/work order completion
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Project review

For each potential project, we will evaluate such project based on whether it matches
with our scope of services. If the opportunity fits our scope of services, the potential project
will be submitted to our executive Director(s) who will assess the costs and benefits of
undertaking the potential project. Our tender department and project managers will assist
in the preparation of tender documents.

Our executive Director(s) is responsible for making the final decision on whether to
submit the quotation, based on factors, including but not limited to, the project timetable,
the human resources available, the estimated gross profit margin, the relationship with and
reputation of the potential customer and the market conditions at the time of submission.

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

Subsequent to the submission of tender documents, we will answer queries raised on
our submitted documents and sometimes assist our customers in their tender interviews with
the project employers (who are either the relevant government departments in the public
sector or property developers/owners in the private sector). In the event that the potential
customer intends to engage us to be the provider of building services, we will proceed to
review and negotiate the project terms.

Project implementation
Formation of project management team

Once we are awarded with a contract for one-off or retainer project, we will form a
project management team, which normally consists of a project manager and a number of
engineering staff. Depending on the size of the contract and the complexity of the works
undertaken, the project management team may include additional staff. A project
management team will be led by the project manager, who is responsible for the overall
management of the project and has the requisite engineering background and experience to
manage the project. The project manager, after consulting with our executive Director(s),
will also decide on the scope of services to be subcontracted and which subcontractors to be
engaged. The general responsibilities of our project management teams mainly include (i)
formulating detailed work programs; (ii) fine-tuning and finalising overall system designs
based on the preliminary design drawings and project specifications received from our
customers; (iii) procurement of materials; (iv) engaging and delegation of works to
subcontractors; (v) coordinating with our customers, subcontractors and suppliers to
complete the projects according to the work schedules; (vi) managing our respective
engineering staff and subcontractors’ technicians to complete projects on time; and (vii)
ensuring work quality.
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Our engineering staff are responsible for overseeing the materials on-site and to ensure
the engineering installation works performed by our subcontractors meet technical
requirements and are tested properly. Our subcontractors’ technicians are responsible for
carrying out the installation works under our instructions and supervisions. On-site
inspection is conducted by our qualified engineering staff to ensure the quality of
installation works. Further information of our quality control is set out in the section
headed “Business — Quality control” in this document.

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

Procurement of materials

The materials that we purchased are mainly cable, lighting equipment, power
generator, low voltage main switchboard, chillers, pipework, ductwork, burglar and fire
alarms, and other electrical and electronic devices. All of these materials are sourced from
our suppliers in Hong Kong. Unless our customers specify, we usually select our suppliers
from our internal list of approved suppliers. We estimate the amount of materials to be
ordered and we specify the location, delivery time and quantity to our suppliers on a
project-by-project basis. Generally, we request our suppliers to provide quotations of
materials during the preparation of our quotations. In the event that we are awarded with
the contract, we will follow-up with our suppliers who have previously quoted us with the
competitive pricing and to negotiate on pricing and other terms accordingly. We generally
do not keep inventory.

Project completion

In some one-off projects, certificates of practical completion are to be issued by our
customers, which indicates that the building services engineering works have been
completed, tested and approved. In other one-off projects, less formal procedures will
take place where the parties agree on practical completion by exchange of correspondence.
For retainer projects, upon completion of work order, we prepare completion notification
to our customer which will then be submitted to the project employer for approval.
Practical completion takes place upon the project employer approves our completion
notification. Practical completion is normally understand as being (i) that the works to be
completed under the contract have been duly completed; (ii) that there is no apparent
defect; and (iii) the start of the defect liability period (normally 12 months) and we are
required to rectify all defective works during this period at our own expense.
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KEY PROJECT TERMS

Some of the key project terms agreed between our Group and our customers include
terms in respect of contract sum, payment and retention money, scope of work, defect
liability period, variation orders, liquidated damages and termination.

Progress payment

We normally receive progress payments from our customers on a regular basis by
reference to the value of work completed. In some cases, we receive one-off payment after
project completion if the project duration or the time to completely handle the work order is
reasonably short. In general, we submit an interim payment application to our customers,
who are mainly the Main Contractors, on a monthly basis with details relating to the
amount of work done. Once we have provided our interim payment application, our
customer would issue a progress confirmation stating our historical work progress and
submit its interim invoice to the project employer. It normally takes less than two weeks for
such progress confirmation to be issued and we will issue an invoice to our customers once
the progress confirmation is received. Our customers are normally required to make
payments to us within seven days after receiving the interim payments from their project
employers.

Retention money

For our one-off projects, there is a term for our customers to hold up an amount of fee
as retention money from the progress payment. The retention money is retained by our
customers at a rate of 1% to 10% of each interim payment made to us and up to a maximum
limit of 5% of the total contract sum. Generally, the first half of the retention money is
released upon practical completion and the second half of the retention money is released to
us upon expiry of the defect liability period. There is no retention money policy for our
retainer projects. As at 31 March 2014, retention receivables held by our customers
excluded from contract receivables amounted to approximately HK$16.1 million.

Defect liability period

We are generally subject to defect liability period and we are responsible to rectify all
defective works at our own expense during such period. The defect liability period, normally
12 months, commences upon the date of practical completion. During the Track Record
Period, there was no material claim or complaint brought against our Group by our
customers and the cost incurred for rectifying defective works was immaterial.

Variation orders

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

Some of our contracts include a liquidated damages clause where if we fail to complete
the work set out in the contracts within the stipulated time and/or cause unnecessary delay
to project completion that result in liquidated damages imposed on our customers by
project employers, we shall reimburse our customer for some or all of the incurred
liquidated damages. Our Directors confirmed that there was no material liquidated damage
paid by our Group during the Track Record Period.

Termination

In general, our contracts can be terminated, among other things, if our performance is
found to be unsatisfactory, or if we become bankrupt or insolvent, or for any reason our
customer’s contract entered into with the project employer for the project has been
terminated.

SUPPLIERS

We will assess the overall performances of potential suppliers, including product
quality, timeliness of delivery, references and reputation in the industry to be included in
our list of suppliers on an annual basis to ensure that we have maintained a reasonably
diversified base of reliable suppliers which offer competitive prices. As at 31 March 2014,
there were approximately 320 suppliers on our list of approved suppliers. Generally, unless
our customers specify, we select our suppliers from our list of approved suppliers based on
their prices, quality, past performances and capacity. None of our suppliers has entered into
long-term supply agreement with us.

In general, we order materials approximately two weeks in advance based on each
project’s progress and confirm the order approximately seven days prior to delivery. During
the Track Record Period, we have not experienced any significant shortage nor delay in
delivery of materials by our suppliers causing material disruption to our works. Materials
purchased by us are normally settled by cheque in Hong Kong dollars. Our suppliers
normally grant credit period of 30 to 90 days from the invoice date of the relevant purchases
to us. We incurred approximately HK$74.8 million, HK$99.3 million and HK$128.5 million
in material costs for the years ended 31 March 2012, 2013 and 2014 respectively,
representing approximately 26.7%, 25.2% and 27.1% of our actual contract costs for the
years ended 31 March 2012, 2013 and 2014 respectively.

Our largest supplier accounted for approximately 14.9%, 19.3% and 24.3% of our
total material costs for the years ended 31 March 2012, 2013 and 2014 respectively and our
five largest suppliers accounted for approximately 44.0%, 51.3% and 50.7% of our total
material costs for the years ended 31 March 2012, 2013 and 2014 respectively.
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The followings set out the profile of our five largest suppliers during the Track Record
Period:

Approximate
year(s) of
The financial business
year being our five relationships
Name of supplier largest suppliers with our Group Principal business
Supplier A 31 March 2012, 8 years Sales and marketing of
2013 and 2014 electric cables
Supplier B 31 March 2012, 10 years Sales and marketing of
2013 and 2014 lighting products
Supplier C 31 March 2012 4 years Sales and marketing of
cable materials
Supplier D 31 March 2012 4 years Sales and marketing of
cable materials
Supplier E 31 March 2012 11 years Sales and marketing of
and 2013 air-conditioning
equipment
Supplier F 31 March 2013 14 years Sales and marketing of
and 2014 electric cables
Supplier G 31 March 2013 19 years Manufacture, sales and
and 2014 marketing of electric
conduits
Supplier H 31 March 2014 4 years Sales and marketing of

metal trunks for
electrical installation

Note:

1. Supplier A is a private company incorporated in Hong Kong in 2006.

2. During the Track Record Period, our Director who is also one of our Controlling Shareholders, Mr.
Fung, and his brother, Mr. Fung Chuen, together owned 45% equity interest in Supplier B which is
a private company incorporated in Hong Kong in 2004. Since 2 April 2014, they have not held any
equity interest in Supplier B.

3. Supplier C is a private company incorporated in Hong Kong in 2005.

4. Supplier D is a private company incorporated in Hong Kong in 1995.

S. Supplier E is a private company incorporated in Hong Kong in 1978.
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6. Supplier F is a private company incorporated in Hong Kong in 1992.
7. Supplier G is a private company incorporated in Hong Kong in 1991.

8. Supplier H is a private company incorporated in Hong Kong in 2002.

Save as disclosed in note 2 above, none of our Directors, their close associates or any
Shareholder (who or which, to the best knowledge of our Directors owns more than 5% of
the issued share capital of our Company) has any interest in any of our five largest suppliers
during the Track Record Period.

SUBCONTRACTORS

As a general industry practice confirmed by our Directors, it is common for
contractors at our tier to focus on business activities including project review, system
design, co-ordination, project management and other supervisory work and to minimise
overhead costs through subcontracting physical installation works to internally approved
subcontractors by entering into separate subcontracts with them.

We maintain a list of approved subcontractors who are assessed and approved by us.
The assessment may include (i) evaluation of subcontractors’ recent performance; (ii)
whether the subcontractor has an approved quality assurance system and if the standard is
appropriate to meet the job requirements; (iii) third party assessments or certification held
by the subcontractor; (iv) whether the subcontractor may have sufficient resources and
skills to fulfill the specific requirements; and (v) reviewing their requisite licenses and
registrations for handling engineering works. We will select subcontractors from our
approved subcontractors list based on their previous experience, skills, present work load,
price quotations and historical work quality. Our subcontractors are neither our employees
nor agents and we are not a party to the employment arrangement between our
subcontractors and their employees.

We will from time to time review and update our internal approved list of
subcontractors according to their performance assessment. During project
implementation, our project managers will meet with the engaged subcontractors and
closely monitor their work progress and performance. The standard subcontracts entered
into between our Group and the subcontractors provide that the subcontractors are
required to observe all the requirements and provisions of tender document.
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The subcontracting fee is arrived by reference to the quotation provided by the
subcontractor and the assessment of amount of work to be completed by the subcontractor.
Some of the major terms of standard subcontracts agreed by us and our subcontractors are
set out below:

Payment term: Subcontractors should submit interim invoices to our Group
before the 5th day of each month. We then normally make
payments to the subcontractors (i) on the 30th day of the same
month; or (i) within seven days after receiving interim
payments from our customers.

Responsibilities of (1) Subcontractors should comply with project employer’s
subcontractors: specifications and drawings as well as all relevant Hong
Kong compliance requirements;

(i1) subcontractors are not allowed to assign their interests
under the subcontract or subcontract out the subcontract
work without our prior written consent; and

(iii) subcontractors should ensure that our Group will not be
harmed by the subcontractors’ non-compliance.

Claims and (i) Our Group has full discretion to employ any other
termination: subcontractors to carry out the specified works; and

(i1) subcontractors agree that claims of whatsoever nature
against us will not be entertained by us.

We may be liable to our customers for the performance of our subcontractors and we
may also be liable to any potential employee compensation claims and personal injuries
claims made by the employees of our subcontractors arising from work injuries as may
happen from time to time. Therefore, we carry out regular assessment of our subcontractors
during the course of a project to ensure quality and safety of their works. Our respective
engineering staff will make regular site visits to ensure general compliance by our
subcontractors in all respects particularly regarding safety and environmental requirements.
As for some of our standard subcontracts which specify our monthly payments obligation
to subcontractors, in the event that our customers default in making payment, we may still
be liable to settle the subcontracting fees. During the Track Record Period, there had been
no default in making payment by our customer to us in relation to the works performed by
our subcontractors.

We incurred approximately HKS$181.9 million, HK$261.1 million and HKS$303.8
million in subcontracting fee for the years ended 31 March 2012, 2013 and 2014
respectively, representing approximately 64.9%, 66.4% and 64.0% of our actual contract
costs for the years ended 31 March 2012, 2013 and 2014 respectively. As at 31 March 2014,
we have 32 internally approved subcontractors who are able to handle installation works
assigned by us. Our largest subcontractor accounted for approximately 11.4%, 11.8% and
9.4% of our total subcontracting fee for the years ended 31 March 2012, 2013 and 2014
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respectively and our five largest subcontractors accounted for approximately 44.2%, 44.6%
and 37.4% of our total subcontracting fee for the years ended 31 March 2012, 2013 and
2014 respectively.

The followings set out the profile of the five largest subcontractors during the Track
Record Period:

Approximate
The financial year(s) of
year being our business
Name of five largest relationship Principal business
subcontractor subcontractors with our Group with our Group

Subcontractor A 31 March 2012 and 4 years Provision of
2013 engineering

installation services

Subcontractor B 31 March 2012 7 years Provision of
engineering
installation services

Subcontractor C 31 March 2012, 7 years Provision of

2013 and 2014 engineering
installation services

Subcontractor D 31 March 2012 6 years Provision of
engineering
installation services

Subcontractor E 31 March 2012 8 years Provision of
engineering
installation services

Subcontractor F 31 March 2013 and 9 years Provision of

2014 engineering
installation services

Subcontractor G 31 March 2013 and 6 years Provision of
2014 engineering

installation services
Subcontractor H 31 March 2013 and 6 years Provision of
2014 engineering

installation services
Subcontractor I 31 March 2014 1 year Provision of

Note: Subcontractors A, B, C, D, E, F, G, H and I are all private companies incorporated in Hong

Kong.
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None of our Directors, their close associates or any Shareholder (who or which, to the
best knowledge of our Directors owns more than 5% of the issued share capital of our
Company) has any interest in any of our five largest subcontractors during the Track
Record Period.

CREDIT MANAGEMENT

Before deciding whether to submit a quotation, we normally consider factors such as
the creditworthiness of the relevant customers and the key project terms in relation to the
project’s execution. We closely monitor the payments from our customers pursuant to the
terms of each respective project. In addition, our executive Director(s) also take into
account the length of business relationship, past reputation, financial strength and
repayment history of each of our customers to monitor the payments. Regular meetings
are held between our executive Directors, project management teams and finance
department to review the aging status of our accounts receivable. Settlement is monitored
by our project manager and finance department. For overdue balances, our executive
Director(s) and project managers will be alerted and appropriate follow up actions such as
telephone calls and reminder emails made or sent by our executive Director(s) will be taken.

Credit terms given to our customers are generally set out in the relevant contract.
Generally, payment is due within seven days after our customer receives interim payment
from its project employer. Our accounts receivable is normally settled by cheque in Hong
Kong dollars. Further details on our contract receivable turnover days are set out in the
section headed “Financial information — Analysis on various items from the statements of
financial position — Accounts receivable” in this document. Our Directors determine
specific provision for doubtful debts relating to accounts receivable on a case-by-case basis.
We did not make any provision for doubtful debts relating to accounts receivable during the
Track Record Period.

QUALITY CONTROL

Our Directors believe that our financial results and hence our profits depend on our
ability to meet our customers’ requirements in all respects. We have established formal
quality management system in accordance with the requirements of ISO 9001:2008 to
develop a sustainable performance-oriented culture with an emphasis on pursuing
continuous improvement and long-term development rather than adopting a short-term
and project based approach.

We emphasise on quality control as we believe completing building services engineering
works that meet or exceed our customers’ requirements is crucial for our good track record
and future business opportunities. To ensure that our building services engineering works
meet the required standards, we normally assign at least one engineering staff with relevant
engineering certifications and/or academic qualifications on a full time basis for each of the
projects as the first line of monitoring of the quality of installation works done by our
subcontractors by checking each installation works item against inspection checklist. Our
project managers are responsible for monitoring overall work quality and project progress
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and ensuring that engineering works are completed according to schedule. As at the Latest
Practicable Date, all of our five senior project managers are chartered engineers and all of
our four project managers are holders of bachelor of engineering degree.

Furthermore, our project management teams communicate frequently with our
executive Director(s) and our executive Director(s) closely monitors each of the projects’
progress and discuss issues identified to ensure the engineering works (i) meet our
customers’ requirements; (ii) are completed within the time stipulated in the contract and
the budget estimated for the project; and (iii) comply with all relevant codes and regulations
applicable to the engineering works. Our customers also conduct their own quality checks
from time to time prior to making payment to us. During the Track Record Period, there
was no material claim or complaint brought against our Group by our customers and the
cost incurred for rectifying defective works was immaterial.

Regarding the materials purchased by us, unless our customers designate the suppliers,
we generally procure materials from our internal list of approved suppliers which we have
had satisfactory past business relationships to ensure consistency of quality. All materials
purchased from our approved suppliers would be checked by our respective engineering
staff before being installed by our subcontractors’ technicians. Any items with defects or
which are not consistent to the product specifications stated in the purchase orders would
be returned to the suppliers for replacement. Our customers would also inspect the
materials used by us at project sites and verify the specifications from time to time.

ENVIRONMENT

Our business is subject to certain laws and regulations in relation to environmental
protection. Please refer to the section headed “Laws and regulations” in this document
which sets out further information about such laws and regulations. Our Directors believe
that it is essential for us to be environmentally responsible and to meet our customers’
demands in environmental protection and at the same time meeting the community’s
expectation for a healthy living and working environment. To this end, we have set up an
environmental management system, which was accredited by ACIL with ISO 14001:2004
certification, to promote environmental awareness and to prevent pollution of the
environment resulting from our works. In general, the permitted hours for operation at
project site is from 7:00 a.m. to 7:00 p.m. Monday to Saturday. Works are not permitted
on general public holidays unless prior approval has been granted by the Director of the
Environmental Protection Department through the construction noise permit system.
During the Track Record Period, we have not been prosecuted under the relevant applicable
environmental laws and regulations.

WORK SAFETY

We emphasise the health and safety of our employees and we are committed to
providing a safe and healthy working environment for the benefit of our staff and our
subcontractors. To this end, we have adopted the safety plan provided by the Main
Contractors to promote occupational health and safety at project sites and to ensure
compliance with the applicable laws and regulations in Hong Kong.
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The safety plan is documented in writings and supplemented with instructions and
graphs. We have qualified safety supervisors to monitor and implement the safety plan to
ensure work safety of our staff and subcontractors’ technicians. We will continue to put
adequate resources and effort to uphold and improve our safety management in order to
reduce our risks related to safety issues. Our staff safety manual adopted and used during
the Track Record Period sets out work safety measures to prevent common accidents which
could happen at project sites. We have also set up an occupational health and safety
management system to promote safe working practices among all employees and to prevent
the occurrence of accidents. As a result, our occupational health and safety management
system has been certified compliance with OHSAS 18001:2007 by ACIL.

The safety officer of the Main Contractor is responsible to (i) prepare and submit
investigation report of any occupational accident happened at project site to Labour
Department and the project employer; (ii) carry out safety review and improve safety
measures, if necessary, to prevent similar accidents in future; and (iii) update the record of
accident rate of the Main Contractor. Such accident investigation report contains
information including but not limited to (i) documentation of accident details; (ii) colour
photos taken in respect of the accident scene; (iii) safety training record of the injured
person; (iv) employment contract of the injured person; and (v) the letter issued by the
injured person’s employer stating his average working days per month. Our Directors
confirmed that during the years ended 31 March 2012, 2013 and 2014 and the period from 1
April 2014 up to the Latest Practicable Date, our Group has recorded nil, 5, 8 and 2
accidents, which involved our employees or our subcontractors’ employees. None of the
accident has resulted in fatal injury. Further details of the occupational accidents are set out
in the section headed “Business — Litigation, arbitration and potential claims” in this
document.

To improve the safety standard and reduce the re-occurrence of workplace accidents
for our Group’s projects, we have taken or reinforced the following measures:

1. our safety supervisors have been communicating closely with the Main
Contractors for the purposes of delivering safety updates to subcontractors;

2. project meetings are held regularly within our project management team to
identify and follow up key safety issues;

3. our safety supervisors have performed regular site visits to project sites to ensure
that all installation works are carried out in accordance with the safety plans
issued by the Main Contractors;

4. our safety supervisors are responsible for monitoring work safety and they will
report to the Main Contractors if any safety issues are noted;

5. our project management teams have arranged and will ensure our subcontractors
attend all safety trainings provided by the Main Contractors; and

6. our project management teams have distributed updated safety guidelines to our
subcontractors in relation to the proper use of equipment and maintenance of safe
workplaces.

- 107 -



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

BUSINESS

INSURANCE

In general, pursuant to the contracts entered into between our customers and our
Group and confirmed by our Directors as a standard and common industry practice, the
Main Contractors will be responsible for employees’ compensation insurance and
contractor’s all risks insurance for the projects. The coverage of such insurance policies
includes works performed by the Main Contractors and its subcontractors (including us and
our subcontractors). However, we are required to maintain basic insurance for our
employees who work at our office as required by relevant laws and regulations of Hong
Kong. It is therefore confirmed by our Directors that save for the accidents occurred at our
office and vehicle damage which are covered by the insurance maintained by our Group,
projects undertaken by us and the relevant employees are respectively protected by the
insurance maintained by the Main Contractors in general, which terms depend on the
relevant contracts. Save for a few exceptional circumstances, we normally do not take out
separate insurance policies in relation to each project but will rely on the insurance policies
taken out and maintained by the Main Contractors.

We consider the aforesaid insurance coverage sufficient for our liabilities under
employees’ compensation claims and personal injuries actions at the project sites. Taking
into account the insurances taken out by our Group, our Directors believe that we have
obtained adequate insurance coverage for the operation of our business.

COMPETITION

According to the Ipsos Report, competition in the building services industry in Hong
Kong is highly fragmented, with over thousands of registered contractors in the overall
industry in Hong Kong. Holding registrations under different authorities will enable
contractors to gain advantage over competitors when tendering for building services
engineering works. In the Hong Kong building services industry, there are over 6,000
registered contractors in electrical and extra low voltage installation works, around 200
registered contractors in air-conditioning installation works and around 300 contractors in
fire services installation works.

Our Directors consider that there are entry barriers of the building services industry in
Hong Kong which hinder new players from entering into the industry. Such entry barriers
include (i) credible track record built over years of high quality of projects; (ii) attracting
experienced and qualified technical personnel; and (iii) attainment of required registrations
under different authorities for different types of works, details of which are described in the
section headed “Industry overview — Competitive landscape of the building services
industry in Hong Kong — Entry barriers of the building services industry in Hong Kong” in
this document.

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

e experienced management and professional project management teams;
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e multi-design capability and diversified technical knowledge;
e long-term relationships with some of our major customers;
e our extensive network with our major suppliers and subcontractors;

e stringent quality control and commitment to high safety standard and
environmental management; and

e long-term history and good reputation with a proven track record developed in
the building services industry.

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

INTELLECTUAL PROPERTY RIGHTS

We have marketed our business in Hong Kong using J,%RJ as our trademark, and
the registration of our trademark in Hong Kong will be completed before [REDACTED].
Detailed information of our intellectual property rights is set out in the section headed “Our
intellectual property rights” in Appendix V to this document.

EMPLOYEES

As at the Latest Practicable Date, we had 78 full-time employees who were directly
employed by our Group in Hong Kong. A breakdown of our employees by function is set
forth below:

As at
the Latest
Practicable Date

Directors 3
Tender department 2
Engineering department 53
Personnel and administration department 16
Finance and procurement department 4
Total 78

The relationship and cooperation between our management and employees have been
good and is expected to remain amicable in the future. There has not been any incidence of
work stoppage during the Track Record Period, which adversely affected our operations.

We believe that our employees are important assets to our Group. New employees
would be required to undergo training to familiarise themselves with the rules and
regulations and the requirements of their job before they start work. They are also subject
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to a three-month probation period. At the end of the probationary period, they will become
full-time employees if their respective supervisors are satisfied with their performance
during the probationary period.

We also emphasise on the continuing education and quality training of our staff and
developing their management and decision-making abilities to enhance their work
performance. We will provide training programmes to our relevant employees to assist
them in acquiring advanced knowledge and skills in respect of occupational safety and
quality control. We consider that our training programme is not only used as a platform to
constantly upgrade the skills of our employees, it is also used to encourage greater cohesion
within our Group, so as to increase overall efficiency and employees loyalty to our Group,
and also as a mean of retaining our quality employees.

We aim to review the performance of our employees at least once a year, the results of
which are used in determining annual bonus, salary adjustments and promotion appraisals.
We conduct research on remuneration packages offered for similar positions in the building
services industry in Hong Kong, which we believe helps us remain competitive in the labour
market.

PROPERTIES

We own a workshop unit with saleable area of approximately 12,541 sq. ft. in an
industrial building and 11 parking spaces located at Hong Kong. This workshop unit is
occupied by us as our office. Further details of the properties held by our Group are set
forth in Appendix III to this document.

INTERNAL CONTROL

Our internal control system covers our major business aspects such as revenue and
receipt, project cost management, human resources and payroll, fixed assets, treasury and
cash management, financial statements preparation and information technology. Our
internal control measures mainly include controls over segregation of duties, approvals and
authorisations, accounting systems, assets, budgets and performance evaluation of our
suppliers and subcontractors, which are supervised by our financial controller. Our
financial controller and the management team including executive Directors are responsible
to identify risks and internal control deficiencies, evaluate our internal control system from
time to time and implementing additional control measures, if necessary, to improve our
internal control system. Further details of our risk management are set out in the section
headed “Business — Risk management” in this document. Results of our internal
assessments, internal surveys and routine inspections would be reported to the audit
committee in our Board, which is responsible to review our financial information and
supervise our financial reporting system and internal controls procedures.

In addition, it is the responsibility of our Board to ensure that we maintain a sound
and effective internal control and corporate governance system to safeguard our
Shareholders’ interest and our Group’s assets at all times. To this end, we have adopted
a series of corporate governance measures which are set out in the section headed “Business
- Corporate governance measures” in this document.
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RISK MANAGEMENT

Our Directors confirmed that during the ordinary course of our business, we are
primarily exposed to (i) control risks relating to our overall monitoring system; (ii)
regulatory risks in relation to our business; (iii) operational risk; (iv) credit risks relating to
accounts receivable; and (v) market risks relating to changes in macroeconomic
environment.

The following sets out the key risks for our business and the mitigating internal control
procedures thereof:

Risk control

Our risk register has identified certain risks that require management, including
inappropriate and inconsistent practices, failure to detect unethical behaviors, wrong
doings or potential frauds and unauthorised access to confidential information. In order to
control such risk, our Group has endorsed staff handbook and Company policies which
requires all Directors and employees of our Group to observe.

Regulatory risk management

Upon [REDACTED], our Group may be exposed to the risks of non-compliance with
the Listing Rules. We have assigned designated personnel to update the context of
Company policies at least annually and to distribute to all Directors and employees new
amendments of the Listing Rules. We have appointed Ample Capital Limited as
Compliance Adviser to advise us on compliance issues. All Directors and employees will
be required to attend training to refresh their understanding of staff handbook and
Company policies at least annually. Our Group will also retain a legal advisor to advise us
on compliance matters with applicable Hong Kong laws and regulations.

Operational risk management

Our project managers are responsible for maintaining the operation and assessing the
operational risks of their respective projects. They are responsible for implementing our
internal policies and procedures. Our project managers visit the project sites from time to
time and our project managers will report irregularities in connection with the operation of
the projects to the executive Directors for directions. Our Group emphasises on ethical
value and prevention of fraud and bribery. We have established a whistleblower program,
which will allow and facilitate communication among departments and business units to
report any irregularities.

Credit risk management

Our Group is exposed to credit risk which may cause financial loss to our Group if our
counterparties failed to discharge an obligation. In order to minimise the credit risk, most
of our customers are required to settle payment within seven days after receiving the interim
payments from their project employers. The payment terms must be approved by our
Directors. Besides, on a monthly basis, a payment report summarising project income and
expenses are reviewed by our Directors. Such process is included as the remediction
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measures for addressing credit risks in our Group’s risk register. Before deciding whether to
submit a quotation, our Group will consider factors such as creditworthiness of the relevant
customers and the contract terms.

In addition, our executive Directors also take into account the length of business
relationship, past reputation, financial strength and repayment history of each of our
customers for monitor the payments. Settlement is monitored by our project managers and
our finance department. For overdue balances, our executives Directors and project
managers will be alerted and appropriate follow up action will be taken. When the accounts
receivable balances remain unsettled after the agreed credit terms, they will be classified as
overdue. For the years ended 31 March 2012, 2013 and 2014, our Group did not make any
provision for doubtful debts relating to accounts receivable.

Market risk management

Our Group is exposed to general market risks related to changes in macroeconomic
environment and movements in market variables such as GDP, interest rates, property price
in Hong Kong, and other market changes. Our executive Directors are responsible for
identifying and assessing potential market risks and from time to time formulating policies
to mitigate these market risks. Such risk has been included in our Group’s risk register.

CORPORATE GOVERNANCE MEASURES

We recognise the value and importance of achieving high corporate governance
standards to enhance corporate performance, transparency and accountability, earning the
confidence of shareholders and the public. In order to comply with the requirements under
the Listing Rules, in particular, the code provisions contained in the corporate governance
code as set out in Appendix 14 (the “Code”) of the Listing Rules, we have adopted the
following measures as at the Latest Practicable Date:

(i) we have established the audit committee, remuneration committee and
nomination committee with respective written terms of reference in accordance
with the code provisions contained in the Code. The section headed “Directors
and senior management — Board committees” in this document set out further
information;

(i1) our Board has adopted the terms of reference with regard to corporate governance
and a shareholders’ communication policy in accordance with the code provisions
of the Code;

(i11) we will arrange appropriate insurance cover on our Directors’ liabilities in respect
of legal actions against our Directors arising out of corporate activities before the
[REDACTED];

(iv) we have appointed three independent non-executive Directors representing more
than one third of the Board and at least one of them has accounting expertise;
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(v) the chairman of our Board is Mr. Fung whereas the chief executive of our
Company is Ir Wong Chi Wai. The roles of the chairman and the chief executive
will be separate and distinct;

(vi) our Directors will operate in accordance with the Articles which require the
interested Director not to vote (nor be counted in the quorum) on any resolution
of our Board approving any contract or arrangement or other proposal in which
he/she or any of his/her close associates is materially interested;

(vii) pursuant to the Code, our Directors, including our independent non-executive
Directors, will be able to seek independent professional advice from external
parties in appropriate circumstances at our cost;

(viii)our Company will adopt a comprehensive Company policies covering legal and
regulatory compliance with reference to the Code;

(ix) our Company will consider engaging an independent internal control consultant
to perform regular review on corporate governance to ensure on-going compliance
after [REDACTED]; and

(x) our Directors will attend professional development seminar including but not

limited to the corporate governance to ensure on-going compliance after
[REDACTED].
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LITIGATION, ARBITRATION AND POTENTIAL CLAIMS

During the Track Record Period and up to the Latest Practicable Date, we had been
involved in a number of claims, litigations and pending or threatened claims against our
Group.

The claims against us are related to (i) employees’ compensation claims and personal
injuries claims; (ii) wage claims; and (iii) industrial safety charges. None of the claims are
related to any disputes with our customers. As at the Latest Practicable Date, there is no
outstanding legal or arbitration proceeding against us. Set out below are the details of the
potential claims and litigations against our Group as at the Latest Practicable Date, and the
material claims and litigations against our Group settled (whether by way of court
judgment or award or settlement) during the Track Record Period and up to the Latest
Practicable Date:

(I) Pending and threatened claims and litigations against our Group as at the Latest
Practicable Date

Details of incident and Date of the Underlying causes
No. nature of injuries incident of incident Relationship Status

Neither employees’ compensation claim nor personal injuries action have been commenced

1. The parts and equipment 26 August 2013 Inappropriate use  Employee of No claims with particulars
exploded when the of hand tools subcontractor have been filed with the
injured was conducting and equipment court yet

test against a pipe. The
explosion damaged the
glasses of the injured and
hurt his eyes; eye injury.

2. The injured was standing 7 January 2014 Falling from height Employee of No claims with particulars
on a ladder and doing subcontractor have been filed with the
some measurement and court yet

he fell down from the
ladder suddenly; bone

fracture.

3. The injured lost balance 23 January 2014  Trapped by Employee of No claims with particulars
and fell on the floor collapsing or subcontractor have been filed with the
when he was trying to lift overturning court yet
work materials; lower object

back sprain

4. The injured fell from and 10 May 2014 Worker’s lapse of  Employee of No claims with particulars
was trapped in a mobile attention and subcontractor have been filed with the
scissor platform; lack of court yet
crushing of chest communication

with colleagues
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No.

Details of incident and
nature of injuries

Date of the

incident

Underlying causes

of incident Relationship

Status

Employees’ compensation claims had been settled but personal injuries action has not been commenced

S.

12.

13.

The injured fell from a curb
which was approximately
I-meter high above the
ground; left ankle
fracture resulting in
residual pain and
stiffness.

The injured slipped on
ground when he was
changing a water valve;
mild scratches on back
and arm.

The injured fell from a
ladder; right scapula
fracture resulting in right
shoulder pain and
stiffness.

The injured was hurt while
handling tools and
equipment; right hand
finger fracture.

The injured suffered from
knee pain in the middle
of work; right knee
injury resulting in right
knee stiffness and pain.

The injured was hurt while
handling tools and
equipment; left thumb
injury resulting in left
thumb scar and
paraesthesia.

The injured fell down while
he was transporting
materials onsite; head
and mouth injuries
resulting in left lip scar.

The injured twisted his
ankle when he was
climbing down from a
ladder; twisted ankle.

The injured was carrying
work materials whilst
installing air-
conditioners and the
materials slipped from
his hands; scratches on
head

11 April 2012

1 September 2012

10 November

2012

1 February 2013

21 March 2013

15 May 2013

18 June 2013

10 December 2013

23 April 2014

Falling from height Employee of

subcontractor

Slipping on ground Employee of

subcontractor

Falling from height Employee of

subcontractor

Inappropriate use
of hand tools
and equipment

Employee of Fungs
E &M

Pulling of knee
ligament whilst
getting changed

Employee of Fungs
E&M

Employee of Fungs
E &M

Inappropriate use
of hand tools
and equipment

Falling from height Employee of

subcontractor

Slipping on ground Employee of Fungs

E&M

Head injured by
falling objects

Employee of
subcontractor
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The employee’s
compensation claim
was settled with a sum
of HK$270,923.3

The employee’s
compensation claim
was settled with a sum
of HK$86,120.0

The employee’s
compensation claim
was settled with a sum
of HK$104,104.0

The employee’s
compensation claim
was settled with a sum
of HK$71,876.0

The employee’s
compensation claim
was settled with a sum
of HK$20,309.9

The employee’s
compensation claim
was settled with a sum
of HK$13,626.0

The employee’s
compensation claim
was settled with a sum
of HK$11,544.0

The employee’s
compensation claim
was settled with a sum
of HK$1,917.8

The employee’s
compensation claim
was settled with a sum
of HK$5,000
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As advised by our Directors, as at the Latest Practicable Date, there were 13 potential
claims. Among these 13 potential claims, 4 injured persons had neither commenced the
employees’ compensation claims nor personal injuries actions against our Group during the
Track Record Period and up to the Latest Practicable Date; while the employees’
compensation claims of the other 9 injured persons had been fully settled in the aggregate
amount of HK$585,421.0, but the relevant personal injuries actions had not been
commenced as at the Latest Practicable Date. The injured persons in the said potential
claims (i.e. 4 potential claims for employees’ compensation and personal injuries and 9
potential claims for personal injuries) have yet to reach any settlement with the insurers or
take any court action against the insurers, their respective employers and/or Fungs E & M.

The time limit for an injured person to commence legal proceedings for an employees’
compensation claim is 2 years from the date of the relevant incidents, while the time limit
for a personal injuries action is 3 years from the date of the relevant incidents. As such, all
of the above potential claims are still within the limitation period. As such injured persons
have not yet filed claims with particulars, we are not in a position to assess the likely
quantum of such potential claims. In any event, our Group has relied on insurance
maintained by the Main Contractors for projects undertaken by us and maintained our
basic insurance for our employees as required by relevant laws and regulations of Hong
Kong to cover any liabilities arising from these accidents in respect of claims for employee’s
compensation or personal injuries claims and as at the Latest Practicable Date, notices of
the accident have been given to the insurers.
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(IT) Material litigations and claims against our Group settled (whether by way of court
judgment or award or settlement) during the Track Record Period and up to the Latest

Practicable Date

Apart from the settled employees’ compensation claim as set out in the table above, we
have also settled the below litigations and claims during the Track Record Period and up to

the Latest Practicable Date.

Litigations
Name(s) of Name(s) of the
Details of incident and/ Date of the Plaintiff(s)/ Defendant(s)/
No. or nature of injuries (if applicable) ident Applicant(s) Respondent(s)
1. Wages claim The claim was Chow Man Wai, an Fungs E & M and a
(Claim no. LBTC1933/2012) filed to the employee of a subcontractor
Labour subcontractor
Claimed for outstanding fees and Tribunal on
reimbursement of expenses. 10 April 2012.
2. Employee compensation claim 20 August 2008 ‘Wu Hsin Hung, an  Fungs E & M, main
(action no. DCECI16/2011) employee of a contractor and
subcontractor subcontractor
The plaintiff was standing on a ladder and
doing some measurement in the course of
employment. The ladder suddenly broke
and as a result, the plaintiff lost balance
and fell from a ladder and hit onto the
ground with his left side of the body;
elbow bone fracture.
3. Personal injuries claim 20 August 2008 Wu Hsin Hung, an  Fungs E & M, main
(action no. HCPI601/2011) employee of a contractor and
subcontractor subcontractor
The plaintiff was standing on a ladder and
doing some measurement in the course of
employment. The ladder suddenly broke
and as a result, the plaintiff lost balance
and fell from a ladder and hit onto the
ground with his left side of the body:
elbow bone fracture.
4. Industrial safety action 24 October 2012 The case was laid Fungs E & M
(Case no. TMS4287/2013) by the Labour
Department
Breach of Regulations 6, 31(1) and 31(2)
Factories and Industrial Undertakings
(Electricity) Regulations made under
Factories and Industrial Undertakings
Ordinance (Cap.59)
S. Industrial safety action 24 October 2012 The case was laid Fungs E & M

(Case no. TMS4288/2013)

Breach of Regulations 6, 31(1) and 31(2)
Factories and Industrial Undertakings
(Electricity) Regulations made under
Factories and Industrial Undertakings
Ordinance (Cap.59)

by the Labour
Department
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Amount
Underlying causes of incident settled/fined
Fees and reimbursement HK$35,000.0
outstanding (settled)

Falling onto the ground after
ladder suddenly broke

HK$342,916.8
(settled)

Falling onto the ground after  HKS$475,000.0

ladder suddenly broke (settled)
The exposed metal parts of a ~ HKS$5,000
wall switch at a (fined)
construction site was not
insulated and effectively
protected to prevent
electrical hazards in
accordance with the
relevant regulations
The exposed live conductors of HKS$5,000
a control panel at a (fined)

construction site was not
insulated and effectively
protected to prevent
electrical hazards in
accordance with the
relevant regulations
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Other claims — no legal proceedings were involved

Details of incident and Date of the Underlying causes
No. nature of injuries incident of incident Relationship Amount settled
6. The injured was hurt while 25 April 2013 Inappropriate Employee of HK$8,360.0
handling tools and use of hand Fungs E & M
equipment; mild elbow tools and
injury. equipment
7. The injured was hurt while 5 August 2013 Inappropriate Employee of HK$2,400.0
handling tools and use of hand subcontractor
equipment; mild leg tools and
injury. equipment

Save as disclosed above, no member of our Group was engaged in any claim, litigation
or arbitration of material importance and no claim, litigation or arbitration of material
importance is known to our Directors to be pending or threatened against any member of
our Group.

Given that the claims and potential claims for employees’ compensation or personal
injuries claims against our Group are covered by insurance, our Directors are of the view
that the claims as disclosed above have no material adverse impact on the operation or
financial position or business of our Group. In order to further promote work safety and to
reduce the risk of work place accidents for our employees and subcontractors’ workers,
other than adhering to the safety plan for each of our projects, our Group will seek to
prevent accidents by reinforcing our current safety practice, details of which are set out in
the section headed “Business — Work safety” in this document.
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You should read this section in conjunction with our Group’s audited combined
financial information, including the notes thereto, as set out in the Accountants’ Report set
out in Appendix I to this document (the “Combined Financial Information”). Our Group’s
Combined Financial Information has been prepared in accordance with HKFRSs. You
should read the entire Accountants’ Report and not merely rely on the information contained
in this section.

The following discussion and analysis contains certain forward-looking statements that
reflect the current views with respect to future events and financial performance. These
statements are based on assumptions and analyses made by our Group in light of our Group’s
experience and perception of historical trends, current conditions and expected future
developments, as well as other factors our Group believes are appropriate under the
circumstances. However, whether actual outcomes and developments will meet our Group’s
expectations and projections depend on a number of risks and uncertainties over which our
Group does not have control. For further information, see the section headed “Risk Factors”
in this document.

OVERVIEW

We are principally engaged in the provision of building services in Hong Kong. We had
undertaken more than 90 building services engineering projects, including one-off and
retainer projects, during the Track Record Period and up to the Latest Practicable Date. As
at the Latest Practicable Date, we have over 60 one-off projects in progress and retainer
projects with contract period ending later than the Latest Practicable Date, with a total
estimated outstanding contract sum and work order value of approximately HK$[1,316.9]
million. Further details of our projects are set out in the section headed “Business — Our
engineering projects” in this document. According to the Ipsos Report, we are one of the
five largest building services companies in terms of revenue in Hong Kong in 2013. Our
business is undertaken by our operating subsidiary, Fungs E & M, as a building services
engineering specialist in various building works in both public and private sectors in Hong
Kong.

The engineering works undertaken by us are mainly related to (i) electrical installation
works; (ii) air-conditioning installation works; and (iii) fire services installation works. In
executing a project, we principally participate in the design of building services systems,
sourcing of appropriate materials and components, subcontracting and supervising
installation works and system testing for our customers. We undertake engineering
projects in both public and private sectors, which are mainly building related projects
including (i) new building development; and (ii) existing building renovation. Income from
building services engineering projects represented all of our revenues, which were derived in
Hong Kong, for the years ended 31 March 2012, 2013 and 2014.

According to the Ipsos Report, it is estimated that the gross output value of the
building services industry in Hong Kong will grow from approximately HK$19.5 billion in
2009 to approximately HK$33.8 billion in 2018. In view of the growth drivers of the
building services industry in Hong Kong, including (i) the initiatives undertaken by the
Hong Kong government to stabilise property market prices by increasing the supply of both
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private and public residential units; (ii) the increase in number of old buildings in Hong
Kong to approximately 20,000 by 2023 causing more renovation works to be carried out on
these buildings to update or repair their aged building systems to ensure full functionality;
and (iii) the shift towards more intelligent buildings increasing the demand for more
advanced and energy efficient building services system in an increasingly environmental
aware society, our Directors expect there will be more opportunities for our business in
both public and private sectors and our revenue will grow steadily in future. Our revenues
for the years ended 31 March 2012, 2013 and 2014 were approximately HK$339.5 million,
HK$424.4 million and HKS$581.5 million respectively, representing a CAGR of
approximately 30.9%. For the years ended 31 March 2012, 2013 and 2014, our five
largest customers accounted for approximately 86.7%, 86.3% and 84.8% of our revenue
respectively; and our largest customer accounted for approximately 51.7%, 44.3% and
47.7% of our revenue respectively.

SUMMARY OF HISTORICAL COMBINED FINANCIAL INFORMATION

The selected financial information from our combined statements of profit or loss and
other comprehensive income for the years ended 31 March 2012, 2013 and 2014 set forth
below is extracted from the Accountants’ Report included in Appendix I to this document,
and should be read in conjunction with the Accountants’ Report set forth in Appendix I to
this document.
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Combined statements of profit or loss and other comprehensive income

Year ended 31 March
2012 2013 2014
HKS$°000 HKS$ 000 HK$000

REVENUE 339,544 424 411 581,494
Contract costs (295,730) (362,579) (506,500)
Gross profit 43,814 61,832 74,994
Other income and gains 470 59 496
Administrative expenses (14,426) (13,027) (13,785)
Finance costs — (82) (557)
Other expenses — — (5,451)
PROFIT BEFORE TAX 29,858 48,782 55,697
Income tax expense (4,947) (8,091) (10,419)

PROFIT AND TOTAL
COMPREHENSIVE INCOME FOR
THE YEAR 24,911 40,691 45,278

Profit and total comprehensive income
attributable to owners of the parent 24911 40,691 45,278

BASIS OF PRESENTATION

Our Company was incorporated as an exempted company with limited liability in the
Cayman Islands under the laws of the Cayman Islands on 21 May 2014. Through a
corporate reorganisation as further explained in the section headed “History and
reorganisation — Corporate reorganisation” to this document (the “Reorganisation”),
our Company became the holding company of the subsidiaries now comprising our Group
on [®]. The combined statements of profit or loss and other comprehensive income,
combined statements of changes in equity and combined statements of cash flows are
prepared as if the current group structure had been in existence throughout the Track
Record Period. The combined statements of financial position as at 31 March 2012, 2013
and 2014, present the assets and liabilities of the companies now comprising our Group, as
if the current group structure had been in existence at those dates. The combined financial
statements, which are presented in Hong Kong dollars, have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA™) and the disclosure requirements
of the Companies Ordinance. HKFRSs include Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards and interpretations.
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The Combined Financial Information has been prepared by our Directors based on
combined financial statements or, where appropriate, unaudited management accounts of
the companies now comprising our Group.

FACTORS AFFECTING THE RESULTS OF OPERATIONS AND FINANCIAL
CONDITION

Our financial condition and results of operations have been, and will continue to be,
affected by a number of factors, including those set out below and in the section headed
“Risk factors” in this document.

Market demand

Our results of operations are directly affected by our revenue which depends on the
market demand for our building services engineering works. Market demand for our
services is affected by the Hong Kong government’s spending budget on public works and
other macroeconomic factors. During the Track Record Period, our revenue was
significantly influenced by the size and number of building services engineering projects
undertaken by us.

Pricing of our building services engineering projects and variation orders

The building services engineering projects undertaken by us are normally awarded by
way of restricted tender from our customers who are mainly the Main Contractors in Hong
Kong. We determine our price taking into consideration of various factors, including but
not limited to the scale, complexity and specifications of the projects, our capacity, the
estimated project cost (which mainly includes the direct labour cost, subcontracting fees
and material costs), historical fee we received for similar projects, the current fee level in the
market and competitive conditions at the contract negotiation stage. While it is our
objective to charge a reasonable price to maximise the shareholders’ value, offering a less
competitive price than our competitors may render our quotation unsuccessful. Offering a
price below the actual cost may on the other hand erode or eliminate our gross profit and
affect our financial results. Failure to balance the various factors in determining price will
adversely affect our financial performance and results of operation.

In addition, we may be given variation orders where our customers amend the
specification and scope of works from that originally contracted. A variation order may
increase, omit or vary the original scope of work and adjust the original contract sum. We
estimate the costs of each variation order and may negotiate with the customers for the
charge of additional costs incurred. Variation orders may affect our profit margin as prices
for additional purchases or subcontracting services have to be negotiated with our suppliers
and subcontractors, and we may not be able to maintain the same gross profit margin for a
variation order as that for the original contract as a result of higher material costs or
subcontracting fees.
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Unexpected fluctuation in contract costs

The building services engineering projects undertaken by us are normally awarded by
way of restricted tender from our customers. We need to estimate the work time and costs in
order to determine the quotation price. The main components of our estimated project costs
are material costs and subcontracting fees. We purchase materials from our suppliers, such
as cables and lighting equipment which are in turn dependent on the prices of the
underlying commodities, such as copper and steel. In addition, we also engage
subcontractors for physical installation works relating to our building services
engineering projects. The actual costs of service may deviate from our estimation. There
may be fluctuations in the contract costs during the actual implementation of the project. In
the event that the contract costs increases unexpectedly to the extent that our Group has to
incur substantial extra costs without sufficient compensations, the financial performance
and profitability of our Group will be adversely affected.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations of
our cost of materials on our profit before tax during the Track Record Period, assuming all
other variables remained constant. Fluctuations in our material costs are assumed to be
10%, 15% and 20%, which accounted for approximately 26.7%, 25.2% and 27.1% of our
actual contract costs for the years ended 31 March 2012, 2013 and 2014 respectively.

Hypothetical fluctuations +/-10% + /-15% +/-20%
HKS$'000 HKS3’000 HKS$’000

Increase/decrease in material costs

Financial year ended 31 March 2012 +/-7,477 +/-11,215 +/-14.,953

Financial year ended 31 March 2013 +/-9,934 +/-14,901 +/-19,868

Financial year ended 31 March 2014 +/-12,850 +/-19,275 +/-25,700

Decrease/increase in profit before tax

Financial year ended 31 March 2012 —/+ 7,477 —/+11,215 —/+ 14,953

Financial year ended 31 March 2013 -/+9,934 —/+14,901 —/+19,868

Financial year ended 31 March 2014 —/+12,850 —/+19,275 —/+25,700

For the years ended 31 March 2012, 2013 and 2014, our gross profit amounted to
approximately HK$43.8 million, HK$61.8 million and HK$75.0 million respectively. For
illustrative purpose, we would have recorded a breakeven in our gross profit if our material
costs increased by approximately 58.6%, 62.2% and 58.4%, respectively, for the years
ended 31 March 2012, 2013 and 2014.

CRITICAL ACCOUNTING POLICIES

Our Group has identified certain accounting policies that are significant to the
preparation of the Combined Financial Information in accordance with HKFRSs. These
significant accounting policies which we believe are important for an understanding of the
financial condition and results of operation of our Group. For more details regarding other
accounting policies, please refer to the Accountants’ Report in Appendix I to this

- 123 -



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

FINANCIAL INFORMATION

document. Some of the accounting policies involve subjective assumptions and estimates, as
well as complex judgment related to accounting items such as assets, liabilities, income and
expenses. We base our estimates on historical experience and other assumptions which our
management believes to be reasonable under the circumstances. Results may differ under
different assumptions and conditions. Our management has identified below accounting
policies and estimates that are most critical to the preparation of our Combined Financial
Information.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to our
Group and when the revenue can be measured reliably, on the following bases:

(a) from construction, renovation and other contracts, based on the percentage of
completion basis, as further explained in the accounting policy for “Construction,
renovation and other contracts” below;

(b) interest income, on an accrual basis using the effective interest method by
applying the rate that exactly discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period, when appropriate, to
the net carrying amount of the financial asset; and

(c) rental income, on a time proportion basis over the lease terms.
Construction, renovation and other contracts

Contract revenue comprises the agreed contract amount and appropriate amounts
from variation orders, claims and incentive payments. Contract costs incurred comprise
direct materials, the costs of subcontracting, direct labour and an appropriate proportion of
variable and fixed construction overheads.

Revenue from contracts is recognised on the percentage of completion method,
measured by reference to the percentage of certified value of work performed to date to the
total contract sum of the relevant contracts.

Revenue and profit recognition on contract works is dependent on the estimation of
the total outcome of the construction contract, as well as the work performed to date. Based
on our Group’s past experience and the nature of the contract activities undertaken by our
Group, our Group makes estimates of the point at which it considers the work is sufficiently
advanced such that the costs to complete and the revenue can be reliably estimated. As a
result, until this point is reached, the amount due from customers for contract works will
not include profit which our Group may eventually realise from the work performed to
date. In addition, actual outcomes in terms of total contract costs and/or revenue may be
higher or lower than those estimated at the end of each reporting period, which would affect
the revenue and profit recognised in future years.
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Significant assumptions are required to estimate the total contract costs and the
recoverable variation works that will affect whether any provision is required for
foreseeable losses. The estimates are made based on past experience and knowledge of
the project management.

Provision is made for foreseeable losses as soon as they are anticipated by
management. Where contract costs incurred to date plus recognised profits Iless
recognised losses exceed progress billings, the surplus is treated as an amount due from
customers for contract works. Where progress billings exceed contract costs incurred to
date plus recognised profits less recognised losses, the surplus is treated as an amount due to
customers for contract works.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and receivables. Our
Group determines the classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial assets.

All regular way purchases and sales of financial assets are recognised on the trade date,
that is, the date that our Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in the marketplace. Our
Group’s financial assets include accounts and other receivables, deposits, and cash and cash
equivalents.

Subsequent measurement

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into account any discount
or premium on acquisition and includes fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortisation is included in other income
and gains in profit or loss. The loss arising from impairment is recognised in profit or loss.

Impairment of financial assets

Our Group assesses at the end of each reporting period whether there is any objective
evidence that a financial asset or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial recognition of the asset have an
impact on the estimated future cash flows of the financial asset or the group of financial
assets that can be reliably estimated. Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will enter
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bankruptcy or other financial reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and borrowings. All
financial liabilities are recognised initially at fair value and net of directly attributable
transaction costs.

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

Our Group’s financial liabilities include accounts and other payables, accruals of costs
for contract works and interest-bearing bank loans.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as
follows:

Loans and borrowings

After initial recognition, loans and borrowings are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost. Gains and losses are recognised
in profit or loss when the liabilities are derecognised as well as through the effective interest
rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in “Finance costs” in profit or loss.

Financial guarantee contracts

Financial guarantee contracts issued by our Group are those contracts that require a
payment to be made to reimburse the holder for a loss it incurs because the specified debtor
fails to make a payment when due in accordance with the terms of a debt instrument. A
financial guarantee contract is recognised initially as a liability at its fair value, adjusted for
transaction costs that are directly attributable to the issuance of the guarantee. Subsequent
to initial recognition, our Group measures the financial guarantee contract at the higher of:
(1) the amount of the best estimate of the expenditure required to settle the present
obligation at the end of each reporting period; and (ii) the amount initially recognised less,
when appropriate, cumulative amortisation.
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Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of each
reporting period, taking into consideration interpretations and practices prevailing in the
countries in which our Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the
end of each reporting period between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

e  when the deferred tax liability arises from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

e in respect of taxable temporary differences associated with investments in
subsidiaries, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the
carryforward of unused tax credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, the carryforward of unused tax credits and unused tax
losses can be utilised, except:

e  when the deferred tax asset relating to the deductible temporary differences arises
from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of deductible temporary differences associated with investments in
subsidiaries, deferred tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be
utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be utilised. Unrecognised
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deferred tax assets are reassessed at the end of each reporting period and are recognised to
the extent that it has become probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply to the period when the asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted by the end of each reporting
period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred taxes relate
to the same taxable entity and the same taxation authority.

PRINCIPAL COMPONENTS OF RESULTS OF OPERATIONS
Revenue

Revenue represents contract revenue recognised for the provision of building services
to our customers in the Hong Kong construction industry, amounted to approximately
HK$339.5 million, HK$424.4 million and HK$581.5 million for the years ended 31 March
2012, 2013 and 2014 respectively. Our revenue is recognised based on the stage of
completion of our projects. The following tables set forth breakdowns of our revenue by
sector and project type during the Track Record Period:

Year ended 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Revenue
— Private sector 46,311 104,775 127,460
— Public sector 293,233 319,636 454,034
339,544 424 411 581,494

Year ended 31 March

2012 2013 2014
HKS$°000 HKS$°000 HK$000

Revenue
— One-off projects 113,613 174,858 259,552
— Retainer projects 225,931 249,553 321,942

339,544 424,411 581,494
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Contract costs

Contract costs primarily consists of (i) subcontracting fees; (ii) material costs; (iii) staff
costs; and (iv) others. Subcontracting fees represent the fees paid and payable to our
subcontractors who provide installation services for the completion of our building services
engineering projects. Material costs mainly include our purchases of electric cables, lighting
equipment, power generator, low voltage main switchboard, chillers and other electrical
and electronic devices being installed in our building services engineering projects. Staff
costs represent compensation and benefits provided to our staff, such as senior project
managers, project managers and engineering staff, who supervise the installation works at
project sites. Others mainly include motor vehicle expenses and miscellaneous expenses
reimbursed our customers such as safety consultation fee and transportation expenses.

The following table sets out a breakdown of our contract costs during the Track
Record Period:

Year ended 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Subcontracting fees 181,936 261,149 303,751
Material costs 74,765 99,338 128,499
Staff costs 16,938 20,182 25,835
Others 6,502 12,787 16,170
Actual contract costs 280,141 393,456 474,255

Add: Net movement of gross amount due
from customers and accrual of
costs for contract works 15,589 (30,877) 32,245

Contract costs 295,730 362,579 506,500

Under normal circumstances, due to the limited space for inventory storage at the
project sites, our Group generally does not keep inventory. To ensure that the materials will
be supplied to each of our project sites in a timely manner for facilitating project
implementation, materials will be delivered frequently throughout the project duration.
Most of the materials are delivered by our suppliers directly to our project sites for
immediate consumption. The amount and timing of materials to be ordered is assessed and
controlled by the project managers of our project management teams on a project-by-
project basis depending on the progress of works and specific requirements of each project.
During the project period, our project manager will monitor the materials consumption
level and place orders to replenish materials being used up shortly to ensure the progress
would not be interrupted. In view of that our Group generally would not keep inventory at
the end of the reporting period, our Directors are of the view that the amounts of materials
remained at our project sites at the end of each of the reporting periods were insignificant to
our Group. The receipts of materials are recorded based on the delivery notes signed by our
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authorised staff. Under our Group’s financial reporting system, our accountant will record
the amounts of materials as accounts payable upon receipts of materials and the same
amounts will be recognised as actual contract costs simultaneously.

Our contract costs are directly associated with the provision of building services under
our projects. Similar to our revenue recognition policy, we recognised contract costs based
on our estimated gross profit margin for and the stage of completion of each project. Our
management will review the actual contract costs recorded for our projects on a regular
basis and compare against our budgeted contract costs determined by reference to the
estimated gross profit margin and completion stage of projects to determine the extent of
deviation, if any. Our actual contract costs may deviate from the budget as the actual
materials and the manpower used during the execution of a project and the defect liability
period may vary from the planned project progress. As such, gross amount due from
customers for contract works and accrual of costs for contract works will be recognised for
each project on a project-by-project basis to derive our total contract costs for each
reporting period.

Gross profit

Our gross profit was approximately HK$43.8 million, HK$61.8 million and HK$75.0
million for the years ended 31 March 2012, 2013 and 2014 respectively. There is no segment
reporting for our gross profit because our gross profit was only related to our provision of
building services during the Track Record Period.

Other income and gains

Other income and gains mainly includes gain on disposal of items of property, plant
and equipment and rental income. During the Track Record Period, our Group disposed of
certain items of property, plant and equipment, which mainly included motor vehicles, with
sales proceeds leading to gain on disposal. In addition, our Group also received rental
income from leasing a certain portion of our office to an external party.
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Administrative expenses

Administrative expenses consist primarily of staff costs, depreciation and rent and
rates. The following table sets out a breakdown of our administrative expenses during the
Track Record Period:

Year ended 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Staff costs 7,384 7,287 7,483
Depreciation 1,328 1,662 3,031
Building management fee 157 157 170
Legal and professional fee 194 — 67
Bank charges 11 13 55
Rent and rates 2,813 1,554 62
Repairs and maintenance 219 267 283
Transportation fees 310 392 374
Auditors’ remuneration 185 220 220
Staff welfare 493 549 380
Others 1,332 926 1,660

14,426 13,027 13,785

Staff costs represent compensation and benefits provided to our Directors and
administrative staff of our Group. Rent and rates represent the lease of a workshop unit
used as our office and parking spaces during the Track Record Period. Such workshop unit
was owned by YWH Limited which is wholly-owned by Mr. Fung. Depreciation expenses
for our motor vehicles, furniture, fixtures and office equipment and land and buildings,
which are not directly related to our building services engineering projects, are recognised
as administrative expenses. Others mainly represent our Group’s expenditures incurred for
printing, office insurance and other utilities.

Finance costs

Finance costs represent interest expenses on interest-bearing bank loans and
overdrafts. Our interest-bearing bank loans obtained during the years ended 31 March
2013 and 2014 were mainly used to finance the purchase of a workshop unit used as our
office and to finance the execution of our building services projects and tax payments.
Interests on interest-bearing bank loans and overdrafts were derived on a monthly basis
based on the floating rates by reference to HIBOR and the best lending rate respectively.

- 131 -



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

FINANCIAL INFORMATION

Other expenses

Other expenses represent the impairment of amount due from Able E & M, which is
jointly-controlled by Mr. Fung and Vantage Group, of approximately HK$5.5 million for
the year ended 31 March 2014. Further information is set out in the section headed
“Financial Information — Analysis of various items from the combined statements of
financial position — Prepayments, deposits and other receivables” in this document.

Income tax

Our Group’s revenue during the Track Record Period was derived in Hong Kong and,
therefore, our Group was subject to profits tax in Hong Kong. Provision for Hong Kong
profits tax is provided at the statutory profits tax rate of 16.5% of the estimated assessable
profits for the Track Record Period. The effective tax rates of our Group for the years
ended 31 March 2012, 2013 and 2014 were approximately 16.6%, 16.6% and 18.7%
respectively.

PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS
Year ended 31 March 2014 compared to year ended 31 March 2013
Revenue

Our Group’s revenue increased significantly by approximately HK$157.1 million or
37.0% from approximately HK$424.4 million for the year ended 31 March 2013 to
approximately HK$581.5 million for the year ended 31 March 2014. Approximately
HK$84.7 million and HK$72.4 million of such increase in our revenue was contributed by
our one-off projects and retainer projects respectively. The aforesaid increase was mainly
attributable to the net effect of:

(1) higher revenue of approximately HK$184.4 million recognised for three one-off
projects, namely Project 11, Project 13 and Project 16, which had achieved
significant progress in the year ended 31 March 2014, while these projects were
still at the preliminary stage and only approximately HK$33.5 million was
recognised as revenue in the year ended 31 March 2013;

(i) higher revenue of approximately HK$146.5 million for five retainer projects,
namely Project 26, Project 33, Project 34, Project 35 and Project 36, which we had
completed work orders with greater aggregate value in year ended 31 March 2014,
while Project 34, Project 35 and Project 36 had not commenced in the year ended
31 March 2013 and the aggregate value of work orders received under Project 26
and Project 33 was relatively low and only approximately HK$61.4 million was
recognised as revenue for the year ended 31 March 2013;

(iii) lower revenue of approximately HKS$21.5 million recognised for seven one-off
projects, namely Project 01, Project 03, Project 06, Project 07, Project 09, Project
10 and Project 12, for the year ended 31 March 2014 as compared to the revenue
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of approximately HK$89.5 million recognised for the same projects which we had
achieved significant completion (i.e. around 69% of completion or above as at 31
March 2013) in the year ended 31 March 2013; and

(iv) lower revenue of approximately HK$81.8 million recognised for two retainer
projects, namely Project 24 and Project 25, for the year ended 31 March 2014 as
compared to the revenue of approximately HK$95.9 million recognised for the
same projects which we had completed work orders with greater aggregate value
in the year ended 31 March 2013.

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

Contract costs

Our contract costs increased by approximately HK$143.9 million or 39.7% from
approximately HK$362.6 million for the year ended 31 March 2013 to approximately
HK$506.5 million for the year ended 31 March 2014 due to the increase in amount of
engineering works completed by us. Such increase was generally in line with our revenue
growth for the year ended 31 March 2014, which was mainly resulted from the increases in
purchase of materials, installation works subcontracted to our subcontractors and the
number of our engineering staff.

Gross profit and gross profit margin

Due to our revenue growth, our gross profit increased by around 21.3% from
approximately HK$61.8 million for the year ended 31 March 2013 to approximately
HK$75.0 million for the year ended 31 March 2014, while our gross profit margin generally
remained stable with a slight decrease from approximately 14.6% to approximately 12.9%.
The slight decrease in gross profit margin was mainly attributable to (i) Project 25, a
retainer project accounted for approximately 12.0% of our gross profit for the year ended
31 March 2014, which had a decrease of approximately 5.5 percentage points in gross profit
margin due to receiving of less profitable work orders during the year ended 31 March 2014;
and (ii) Project 13, a one-off project which accounted for approximately 12.7% of our gross
profit for the year ended 31 March 2014 and had relatively low gross profit margin of
approximately 10.4% for the year ended 31 March 2014.

Other income and gains

Our Group’s other income and gains increased by approximately HK$437,000 from
approximately HK$59,000 for the year ended 31 March 2013 to approximately HK$496,000
for the year ended 31 March 2014. The increase was mainly due to the rental income
received from leasing a certain portion of our office to an external party for the year ended
31 March 2014, while no such income was made by our Group for the year ended 31 March
2013.
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Administrative expenses

Our Group’s administrative expenses increased by approximately 5.8% from
approximately HK$13.0 million for the year ended 31 March 2013 to approximately
HK$13.8 million for the year ended 31 March 2014. Such increase was mainly due to net
effect of (i) the increase in depreciation of approximately HK$1.4 million as a result of the
purchase of a workshop unit used as our office in second half of the year ended 31 March
2013 and 10 parking spaces located at Hong Kong during the year ended 31 March 2014; (ii)
the increase in other expenses of approximately HK$0.7 million mainly represented the
office expenses for coping with the expansion of our operation; and (iii) the decrease in rent
and rates of approximately HK§1.5 million which was due to the acquisition of the
aforesaid workshop unit used as our office, while the same unit was leased by our Group
before such acquisition.

Finance costs

Finance costs increased from approximately HK$82,000 for the year ended 31 March
2013 to approximately HK$557,000 for the year ended 31 March 2014. The increase was
mainly attributable to the increase in interest-bearing bank loans from approximately
HK$24.6 million as at 31 March 2013 to approximately HK$57.8 million as at 31 March
2014.

Other expenses

We had no other expense for the year ended 31 March 2013. Other expenses of HK$5.5
million for the year ended 31 March 2014 was the impairment of amount due from Able E &
M, which is jointly-controlled by Mr. Fung and Vantage Group. Further information is set
out in the section headed “Financial Information — Analysis of various items from the
statements of financial position — Prepayments, deposits and other receivables” in this
document.

Income tax expense

The effective tax rates for the years ended 31 March 2013 and 2014 were approximately
16.6% and 18.7% respectively. The effective tax rate for the year ended 31 March 2014 was
slightly higher than the statutory profits tax rate of 16.5% due to non-tax deductible
expenses which included (i) the impairment of approximately HK$5.5 million in relation to
the amount due from a related party, Able E & M; (ii) the depreciation of approximately
HKS$1.5 million on land and buildings; and (iii) interest expenses of approximately HK$0.6
million.

Profit and total comprehensive income for the year

Our Group’s profit and total comprehensive income for the year ended 31 March 2014
was approximately HK$45.3 million, representing an increase of approximately HK$4.6
million or 11.3% on a year-on-year basis, mainly due to (i) the growth of our revenue of
approximately 37.0%; (ii) our generally stable gross profit margin of approximately 12.9%;
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and (iii) the fact that the increase in our administrative expenses was less than our gross
profit growth in terms of percentage because of our continuous improvement in cost
management.

Year ended 31 March 2013 compared to year ended 31 March 2012
Revenue

Our Group’s revenue increased by approximately HK$84.9 million or 25.0% from
approximately HK$339.5 million for the year ended 31 March 2012 to approximately
HK$424 .4 million for the year ended 31 March 2013. Approximately HK$61.3 million and
HK$23.6 million of such increase in our revenue was contributed by our one-off projects
and retainer projects respectively. The aforesaid increase was mainly attributable to the net
effect of:

(1) higher revenue of approximately HK$97.6 million recognised for five one-off
projects namely Project 02, Project 07, Project 10, Project 12 and Project 13 for
the year ended 31 March 2013. These projects were still at preliminary stage or
commenced just before the end of the year ended 31 March 2012 and, therefore,
only approximately HK$3.4 million was recognised as revenue for that financial
year;

(i) higher revenue of approximately HK$196.0 million recognised for five retainer
projects namely Project 22, Project 23, Project 25, Project 26 and Project 27,
which we had completed work orders with greater aggregate value during the year
ended 31 March 2013, as compared to the revenue of approximately HK$110.1
million recognised for the year ended 31 March 2012;

(ii1)) lower revenue of approximately HKS$5.7 million recognised for two one-off
projects namely Project 01 and Project 04 for the year ended 31 March 2013 as
compared to the revenue of approximately HK§38.3 million recognised for the
same projects which we had achieved significant completion (i.e. around 77% of
completion or above as at 31 March 2012) in the year ended 31 March 2012;

(iv) lower revenue of approximately HK$20.2 million recognised for two retainer
projects, namely Project 21 and Project 24, for the year ended 31 March 2013 as
compared to the revenue of approximately HK$42.5 million recognised for the
same projects which we had completed work orders with greater aggregate value
in the year ended 31 March 2012; and

(v) lower revenue of approximately HK$3.2 million recognised for a few retainer
projects (with contract periods ended prior to the Track Record Period) in the
year ended 31 March 2013 as compared to the revenue of approximately HK$43.6
million recognised for the same projects in the year ended 31 March 2012. During
the year ended 31 March 2012, we completed most of the work orders given just
before the end of the contract periods by our customers under these retainer
projects.
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Further details of the aforesaid projects are set out in the section headed “Business —
Our engineering projects” in this document.

Contract costs

Our contract costs increased by approximately HK$66.8 million or 22.6% from
approximately HK$295.7 million for the year ended 31 March 2012 to approximately
HK$362.6 million for the year ended 31 March 2013 due to the increase in amount of
engineering works completed by us. Such increase was generally in line with our revenue
growth for the year ended 31 March 2013, which was mainly attributable to the increases in
purchase of materials, installation works subcontracted to our subcontractors and number
of our engineering staff.

Gross profit and gross profit margin

Due to our revenue growth, our gross profit increased from approximately HK$43.8
million for the year ended 31 March 2012 to approximately HK$61.8 million for the year
ended 31 March 2013, while our gross profit margin remained stable with a slight increase
from approximately 12.9% to approximately 14.6%. The slight increase in gross profit
margin was mainly attributable to (i) Project 25, a retainer project accounted for
approximately 35.4% of our gross profit for the year ended 31 March 2013, which had a
higher gross profit margin of over 20% as compared to our overall gross profit margin of
approximately 14.6% for the year ended 31 March 2013; and (ii) Project 02, a one-off
project accounted for approximately 7.9% of our gross profit for the year ended 31 March
2013, which had an original contract sum of approximately HK$7.3 million and variation
orders value of approximately HKS$8.4 million due to the amendments to project
specifications and scope of works requested by our customer. The variation orders value
for Project 02 represented a higher gross profit margin than that of the original contract
sum, which in turn caused Project 02 having a relatively high gross profit margin of over
20% for the year ended 31 March 2013.

Other income and gains

Our other income and gains decreased by approximately HK$411,000 or 87.4% from
approximately HK$470,000 for the year ended 31 March 2012 to approximately HK$59,000
for the year ended 31 March 2013. Such decrease was mainly due to the fact that certain
motor vehicles were disposed of in the year ended 31 March 2012 which incurred a gain of
approximately HK$315,000.

Administrative expenses

Our administrative expenses decreased by approximately HK$1.4 million or 9.7% from
approximately HKS$14.4 million for the year ended 31 March 2012 to approximately
HK$13.0 million for the year ended 31 March 2013. Such decrease was mainly due to the net
effect of (i) the increase in depreciation of approximately HK$0.3 million caused by the
purchase of a workshop unit used as our office and a parking space located at Hong Kong
in the second half of the year ended 31 March 2013; (ii) the decrease in rent and rates of
approximately HK$1.3 million which was due to the acquisition of the aforesaid workshop
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unit, while such unit was leased by our Group during the year ended 31 March 2012; and
(iii) the decrease in other expenses of approximately HK$0.4 million resulting from the
reduction in donation and sundry expenses.

Finance costs

Finance costs of approximately HK$82,000 was incurred for the year ended 31 March
2013 mainly attributable to the use of banking facilities to purchase a workshop unit used as
our office in the second half of the year ended 31 March 2013. We had no finance cost for
the year ended 31 March 2012.

Income tax expense

The effective tax rates for the years ended 31 March 2012 and 2013 were approximately
16.6% and 16.6% respectively, which are generally in line with the statutory profits tax rate
of 16.5%.

Profit and total comprehensive income for the year

Our Group’s profit and total comprehensive income for the year ended 31 March 2013
was approximately HK$40.7 million, representing a significant increase of approximately
63.3% on a year-on-year basis, mainly due to (i) the growth of our revenue of
approximately 25.0%; (ii) the slight increase in our gross profit margin from
approximately 12.9% to approximately 14.6%; and (iii) the decrease in our
administrative expenses which was due to our continuous improvement in cost
management.

LIQUIDITY AND CAPITAL RESOURCES

Our Group had met its liquidity requirements principally through a combination of
internal resources and bank borrowings during the Track Record Period. Our Group’s
principal uses of cash have been, and are expected to continue to be, operational costs and
investing activities. Upon the [REDACTED)], our sources of funds will be a combination of
internal generated funds, bank loans and net proceeds from the [REDACTED]. As at the
Latest Practicable Date, we had not experienced any difficulty in raising funds by bank loan
and we had not experienced any liquidity problems in settling our payables in the normal
course of business and repaying our bank loans when they fall due.
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Cash Flows
The following table sets forth the cash flows for the periods indicated:
Year ended 31 March
2012 2013 2014
HKS$°000 HKS$’000 HKS$'000

Cash and cash equivalents at the beginning

of year 36,318 28,809 22,920
Net cash flows from operating activities 5,418 4,093 74,372
Net cash flows used in investing activities (12,927) (34,582) (34,034)
Net cash flows from financing activities — 24,600 33,233

Net (decrease)/increase in cash and cash
equivalents (7,509) (5,889) 73,571

Cash and cash equivalents at the end of year 28,809 22,920 96,491

Net cash flows from operating activities

Our major operating cash flows are derived mainly from revenues from contract works
undertaken by us. Our Group derives its cash inflows from operating activities principally
from the receipt of payments from contract works and our cash used in operating activities
mainly include subcontracting fees, purchase of materials and direct labour cost. Our net
cash flows from operating activities represents our profit before income tax, being adjusted
for depreciation, gain on disposal of items of property, plant and equipment, impairment of
an amount due from Able E & M, the effects of changes in working capital and Hong Kong
profits tax paid.

For the year ended 31 March 2014, we had net cash from operating activities of
approximately HK$74.4 million, primarily as a result of profit before tax of approximately
HK$55.7 million, adjusted for (i) the depreciation and impairment of approximately
HKS$3.4 million and HK$5.5 million respectively; (ii) the increase in accounts receivable of
approximately HKS$11.0 million mainly resulted from the growth of our revenue of
approximately 37.0% for the year ended 31 March 2014; (iii) the increase in accruals of
costs for contract works of approximately HK$34.3 million caused by the differences in
timing of billing and incurrence of contract costs; and (iv) the decrease in accounts payable
of approximately HK$4.2 million mainly caused by the decrease in procurement of electric
cables of approximately HK$17.0 million in the fourth quarter of the year ended 31 March
2014, and less tax payment of approximately HK$12.1 million for the year ended 31 March
2014. Explanations of fluctuations of the aforesaid items from the combined statements of
financial position are set out in the section headed “Financial Information — Analysis of
various items from the combined statements of financial position” in this document.

For the year ended 31 March 2013, we had net cash from operating activities of

approximately HK$4.1 million, primarily as a result of profit before tax of approximately
HK$48.8 million, adjusted for (i) the depreciation of approximately HK$2.0 million; (ii) the
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increase in accounts receivable of approximately HK$13.5 million mainly resulted from the
growth of our revenue of approximately 25.0% for the year ended 31 March 2013; (iii) the
increase in the gross amount due from customers for contract works of approximately
HK$20.6 million which was mainly due to the commencement of our several building
services engineering projects, namely Project 13 and Project 33, which incurred significant
start-up costs such as purchase of materials, labour cost and other miscellaneous costs for
the year ended 31 March 2013 but relevant completed works were still under verification by
our customers; and (iv) the decrease in accruals of costs for contract works of
approximately HKS$10.3 million caused by the differences in timing of billing and
incurrence of contract costs, and less tax payment of approximately HK$4.6 million.
Explanations of fluctuations of the aforesaid items from the combined statements of
financial position are set out in the section headed “Financial Information — Analysis of
various items from the combined statements of financial position” in this document.

For the year ended 31 March 2012, we had net cash from operating activities of
approximately HK$5.4 million, primarily as a result of profit before tax of approximately
HK$29.9 million, adjusted for (i) the depreciation of approximately HK$1.6 million; (ii) the
increase in accounts receivable of approximately HK$25.3 million mainly due to the
completion of work orders with significant aggregate value in relation to several retainer
projects including project 23, project 24, project 25 and project 26 towards the end of the
year ended 31 March 2012; (iii) the increase in accounts payable of approximately HK$3.2
million; (iv) the increase in prepayments, deposits and other receivables of approximately
HK$8.6 million; (v) the decrease in the gross amount due from customers for contract
works of approximately HKS$7.7 million; and (vi) the increase in accruals of costs for
contract works of approximately HK$7.9 million caused by the differences in timing of
billing and incurrence of contract costs, and less tax payment of approximately HK$10.6
million for the year ended 31 March 2012.

Net cash flows used in investing activities

For the year ended 31 March 2014, we had net cash flows used in investing activities of
approximately HK$34.0 million, which was mainly attributable to (i) the payment of the
remaining balance of approximately HKS$20.0 million relating to the purchase of a
workshop unit used as our office in the second half of the year ended 31 March 2013; (ii) the
payment of approximately HK$10.9 million for the purchase of 10 parking spaces located at
Hong Kong; and (iii) the payment for a life insurance product of approximately HK$6.0
million.

For the year ended 31 March 2013, we had net cash flows used in investing activities of
approximately HKS$34.6 million, which was mainly attributable to the payment of
approximately HK$32.2 million relating to the purchase of a workshop unit used as our
office in the second half of the year ended 31 March 2013.
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For the year ended 31 March 2012, we had net cash flows used in investing activities of
approximately HK$12.9 million, representing (i) the amounts of property, plant and
equipment, mainly included motor vehicles, purchased by our Group of approximately
HKS$1.1 million; and (ii) the advances given to related parties of approximately HK$11.8
million.

Net cash flows from financing activities

For the year ended 31 March 2014, we had net cash flows from financing activities of
approximately HK$33.2 million, which was mainly due to the net effect of new interest-
bearing bank loans of approximately HK$38.0 million and repayment of interest-bearing
bank loans of approximately HK$4.8 million.

For the year ended 31 March 2013, we had net cash flows from financing activities of
approximately HK$24.6 million, which was mainly due to the net effect of new interest-
bearing bank loans of approximately HK$25.0 million and repayment of interest-bearing
bank loans of approximately HK$0.4 million.

For the year ended 31 March 2012, we had no cash flows from or used in financing
activities.

ANALYSIS OF VARIOUS ITEMS FROM THE COMBINED STATEMENTS OF
FINANCIAL POSITION

Property, plant and equipment

Our Group’s property, plant and equipment mainly consist of (i) a workshop unit used
as our office which was purchased at a consideration of approximately HK$52.2 million
(including stamp duty and other professional fees) from YWH Limited, a company wholly-
owned by Mr. Fung, in the year ended 31 March 2013; (ii) a parking space which was
purchased at the cost of approximately HK$2.0 million in the year ended 31 March 2013;
and (iii) 10 parking spaces which were purchased at the cost of approximately HK$10.9
million in the year ended 31 March 2014.

Pledged deposit for a life insurance product

We had a pledged deposit for a life insurance product of approximately HK$6.0
million as at 31 March 2014. Our Directors are of the view that the aforesaid life insurance
product, which represents a key-man insurance, could (i) provide a favorable protection to
our Group with an aim to compensate any financial loss that would arise from the death of
our executive Director and facilitate our Group’s business continuity; and (ii) guarantee the
interest income of our Group. The key-man insurance was purchased from our banker and
pledged as collateral with our banker to obtain a bank loan of approximately HK$25.0
million. Mr. Fung, our executive Director, is the insured person of the key-man insurance.
He is insured with a sum of US$2.3 million during his lifetime and the beneficiary of the
key-man insurance is Fungs E & M. The amount of one-off installment paid in the year
ended 31 March 2014 was US$769,452 and the guaranteed interest rate for the key-man
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insurance is 4.2% per annum for the first year and then a minimum of 2.0% per annum in
subsequent year thereafter. A compensation, which refers to the payment arising under the
insurance policy, will be paid on the death of the insured person.

Our Directors are of the view that key-man insurance is very common, especially for
the companies which have a key person who is responsible for the majority of profits or has
a unique and irreplaceable skill set that is vital to the business operation and development.
As a result, it is normal for an employer to take out a key-man insurance policy on the life
or health of any employee whose knowledge, work or overall contribution is considered
uniquely valuable to the company. Our Directors consider that key-man insurance is able to
offset the costs such as recruiting a successor and losses such as a decreased ability to
operate efficiently until a successor is recruited which the employer is likely to suffer in the
event of the loss of a key person. Further information is set out in the section headed
“Pledged deposit for a life insurance product” in Appendix I to this document.

Gross amount due from customers for contract works

Gross amount due from customers for contract works represents the surplus derived
when the actual contract costs recorded for our building services projects exceed our
budgeted contract costs determined by reference to the estimated gross profit margin and
the completion status of projects. The significant increase from approximately HK$35.0
million as at 31 March 2012 to approximately HK$55.6 million as at 31 March 2013 was
mainly attributable to the commencement of our several building services engineering
projects, namely Project 13 and Project 33, which incurred significant start-up costs such as
purchase of materials, labour cost and other miscellaneous costs for the year ended 31
March 2013 but relevant completed works were still under verification by our customers.

The slight increase in gross amount due from customers for contract works from
approximately HK$55.6 million as at 31 March 2013 to approximately HK$57.6 million as
at 31 March 2014 was mainly attributable to the execution of a one-off project, namely
Project 15, which incurred significant start-up costs such as purchase of materials, labour
cost and other miscellaneous costs for the year ended 31 March 2014 but relevant completed
works were still under verification by our customers.

Accounts receivable

Our Group’s accounts receivable mainly represents contract receivables and retentions
receivable. In general, we submit an interim payment application to our customers on a
monthly basis with details relating to the amount of work done. Once we have provided our
interim payment application, our customer would issue a progress confirmation stating our
historical work progress and submit its interim invoice to the project employer. It normally
takes less than two weeks for such progress confirmation to be issued and we will issue an
invoice to our customers once the progress confirmation is received. Our customers are
normally required to make payments to us within seven days after receiving the interim
payments from their project employers. The retention money is retained by our customers
for our one-off projects at a rate of 1% to 10% of each interim payment made to us and up
to a maximum limit of 5% of the total contract sum. Further details of progress payment
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and retention money are set out in the section headed “Business — Key project terms” in
this document. The following table sets out the breakdown of accounts receivable as at each
reporting date:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Due from third parties 17,144 33,904 33,617
Due from related parties (note) 15,897 12,661 21,795
33,041 46,565 55,412
Contract receivables 26,968 32,045 39,301
Retentions receivable 6,073 14,520 16,111
33,041 46,565 55,412

Note: Related parties represent Able E & M, Vantage Group and Lanon Group.

The accounts receivable increased significantly from approximately HK$33.0 million
as at 31 March 2012 to approximately HK$46.6 million as at 31 March 2013 and further to
HK$55.4 million as at 31 March 2014, mainly due to the growth of our revenue of
approximately 25.0% and 37.0% for the years ended 31 March 2013 and 2014 respectively.
As at 31 March 2012, 2013 and 2014, the retentions receivable were related to 21, 29 and 24
one-off projects in progress respectively.

The following table sets forth the turnover days of contract receivables (calculated as
the average of beginning and ending total contract receivables for the year divided by
revenue for the year, excluding the 5% maximum retention money for our revenue derived
from one-off projects (note), and multiplied by the number of days in the year, i.e. 365
days) for the financial years indicated:

For the year ended 31 March
2012 2013 2014

Contract receivables turnover days 17.5 days 25.9 days 22.9 days

Note: Revenue derived from one-off projects is set out in the section headed “Financial information —
Principal components of results of operation — Revenue” in this document.

Our contract receivables turnover days were approximately 17.5 days, 25.9 days and
22.9 days for the years ended 31 March 2012, 2013 and 2014 respectively. The shorter
contract receivables turnover days for the year ended 31 March 2012 was primarily due to
the relatively small opening balance of contract receivables as a result of substantial amount
of work done confirmed and settled by our customers before the year ended 31 March 2011.
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The slight decrease in our contract receivables turnover days from approximately 25.9 days
for the year ended 31 March 2013 to approximately 22.9 days for the year ended 31 March
2014 was mainly due to our improved credit management.

Our Directors determine specific provision for doubtful debts on a case-by-case basis.
During the Track Record Period, we did not make any provision for doubtful debts in
relation to accounts receivable and we did not experience any difficulty in collecting our
accounts receivable which caused a significant adverse impact to our business operation. In
the event that we notice any events or changes in circumstances which indicate the balances
may not be collectible such as the customer has any financial or liquidity problem which
may result in difficulty in settling the outstanding payment, relevant provision of
impairment of accounts receivable would be made.

The following table illustrates the aging analysis of the accounts receivable as of the
end of each reporting dates:

As at 31 March
2012 2013 2014
HK$ 000 HK$ 000 HKS$°000

Past due but not impaired

One to three months past due — — 158
Four to six months past due 135 38 155
Over six months past due 635 1,649 2,380
770 1,687 2,693

Neither past due nor impaired 32,271 44,878 52,719
33,041 46,565 55,412

Retentions receivable of approximately HK$0.8 million, HK$1.7 million and HK§2.7
million as at 31 March 2012, 2013 and 2014 were past due.

All of our contract receivables of approximately HK$27.0 million, HK$32.0 million
and HK$39.3 million as at 31 March 2012, 2013 and 2014 were not past due.

Approximately 96.7% of the contract receivables as at 31 March 2014 were
subsequently settled up to 31 May 2014, while approximately 0.6% of retentions
receivable as at 31 March 2014 was subsequently settled up to 31 May 2014.
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Prepayments, deposits and other receivables

As at 31 March
2012 2013 2014
HKS$°000 HKS$ 000 HK$000

Prepayments 1,798 953 246
Deposits 47 74 54
Other receivables 8,043 3,589 105
Due from related parties
— YWH Limited 450 4 —
— Able E & M 11,150 11,150 8,151
21,488 15,770 8,556
Impairment of amount due from
a related party (Able E & M) — — (5.451)
21,488 15,770 3,105

Prepayments amounted to approximately HKS$1.8 million, HK$1.0 million and
HK$0.2 million as at 31 March 2012, 2013 and 2014 respectively. The balance mainly
represented the prepayments for employees’ compensation insurance and contractor’s all
risks insurance for our projects. In general, the Main Contractors are responsible for
employees’ compensation insurance and all risks insurance for the projects. Only in a few
exceptional cases, we would purchase the aforesaid insurances. The decrease in such balance
as at 31 March 2013 and 2014 was attributable to the amortisation of insurance prepayment
over the contract periods of the projects.

Deposits mainly represented utility deposits. Other receivables amounted to
approximately HKS$8.0 million, HK$3.6 million and HK$0.1 million as at 31 March
2012, 2013 and 2014 respectively, which represented advances given to a customer and a
subcontractor. Approximately 97.1% of other receivables as at 31 March 2013 was settled
during the year ended 31 March 2014. The decrease in other receivables were mainly
attributable to the repayments from our customer and subcontractor during the Track
Record Period.

Due from related parties amounted to approximately HKS$11.6 million, HK$11.2
million and HK$8.2 million as at 31 March 2012, 2013 and 2014 respectively. The balance
mainly represented the advances provided to (i) YWH Limited, a company wholly-owned
by Mr. Fung; and (ii) Able E & M, an entity jointly-controlled by Mr. Fung and Vantage
Group. Our Group advanced an amount of approximately HK$11.2 million to Able E & M
for its project execution during the year ended 31 March 2012. As at 31 March 2014, the
balance decreased by approximately HK$3.0 million as compared to the balance as at 31
March 2013 mainly due to a partial repayment from Able E & M.
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An impairment of amount due from Able E & M of approximately HK$5.5 million was
made by our Group during the year ended 31 March 2014. Such impairment was made
because:

(i) Able E & M has ceased to enter into any new contract for business since December
2011, and it would be deregistered after completion of all existing projects.
Further details are set out in the section headed “Relationship with controlling
shareholders — Independence from our controlling sharcholders — Operational
independence — Contracting arrangements with Able E & M” in this document;
and

(i) a preliminary assessment on the financial position of Able E & M as at 31 March
2014 and the expected revenue to be generated from Able E & M in future based
on the existing contracts with Able E & M was carried out by our Directors. It was
concluded that Able E & M would be able to repay a portion of the outstanding
amount due to our Group after making all payments to our Group in respect of
the expected revenue.

We measured the impairment loss according to our internal accounting policies.
Further details are set out the section headed “Notes to financial information — Summary
of significant accounting policies — Impairment of financial assets” in Appendix I to this
document. As at 31 May 2014, the amount due from Able E & M of approximately HK$2.7
million as at 31 March 2014 and the full amount of contract receivables of approximately
HK$3.0 million from Able E & M as at 31 March 2014 were settled.

Accounts payable

Accounts payable principally comprises payables to (i) the suppliers of materials; and
(i1) the internally approved subcontractors of our Group. The following table sets out the
breakdown of accounts payable as at each reporting date:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Trade payable

— Suppliers 19,918 29,800 14,191
— Subcontractors 16,506 396 6.504
36,424 30,196 20,695

Retentions payable 321 3,151 6,261
36,745 33,347 26,956

Trade payable to suppliers increased from approximately HK$19.9 million as at 31
March 2012 to approximately HK$29.8 million as at 31 March 2013 mainly due to the
increase in procurement of electric cables of approximately HK$17.0 million in the fourth
quarter of the year ended 31 March 2013 as compared to the same period in the year ended
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31 March 2012. The significant decrease in trade payable to subcontractors was due to the
improved control on submitting interim invoices, indicating the value of work done in
preceding month, by our subcontractors to us before the 5th day of each month so that we
could make payments to our subcontractors in a timely manner.

Trade payable to suppliers decreased from approximately HK$29.8 million as at 31
March 2013 to approximately HK$14.2 million as at 31 March 2014 mainly due to the
decrease in procurement of electric cables of approximately HK$17.0 million in the fourth
quarter of the year ended 31 March 2014 as compared to the same period in the year ended
31 March 2013. The increase in trade payable to subcontractors was due to the late
submission of interim invoices in relation to the works done in the year ended 31 March
2014 by several subcontractors.

Retentions payable represented the money withheld for one-off projects by us when
making interim payment to some of our subcontractors. Such requirement is only
applicable to some of our subcontractors and it is not included in the major terms of our
standard subcontract. The retention money ranges from 1% to 10% of each interim
payment paid to some of our subcontractors and up to a maximum limit of 5% of the total
subcontract sum. Generally, the first half of the retention money is released upon practical
completion confirmed by our customers and the second half of the retention money is
released upon expiry of our defect liability period. The retentions payable amounted to
approximately HKS$0.3 million, HK$3.2 million, and HK$6.3 million as at 31 March 2012,
2013 and 2014 respectively, which increased as a result of the increase in amount of works
subcontracted to our subcontractors due to our revenue growth during the Track Record
Period.

The following table sets out the turnover days of trade payable (calculated as the
average of beginning and ending trade payable balances to suppliers and subcontractors for
the year, divided by actual contract costs for the year which excluded staff costs, multiplied
by the number of days in the year, i.e. 365 days) for the year indicated:

For the year ended 31 March
2012 2013 2014

Trade payable turnover days 48.5 days 32.6 days 20.7 days

Our trade payable turnover days decreased over the Track Record Period due to timely
submission of payment application by our subcontractors. We normally pay our
subcontractors on a monthly basis by reference to the value of the works done by our
subcontractors. Subcontractors are required to submit interim invoices to our Group before
the S5th day of each month indicating the value of work done in preceding month. We
normally make payments to our subcontractors on the 30th day of the each month or within
seven days after receiving payments from our customers. Due to the improved control on
the submission time of interim invoices, our subcontractors submitted their invoices in a
timely manner during the Track Record Period and, therefore, the trade payable turnover
days decreased. The credit periods offered by our materials suppliers ranging from 30 to 90
days.

— 146 -



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

FINANCIAL INFORMATION

The following table illustrates the aging analysis of the accounts payable based on
invoice date as at the end of each of the reporting dates:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Current to three months 32,492 33,283 26,892
Over six months 4,253 64 64
36,745 33,347 26,956

The majority of accounts payable as at 31 March 2012, 31 March 2013 and 31 March
2014 were current or aged less than three months. Approximately 77.8% of the accounts
payable as at 31 March 2014 were subsequently settled up to 31 May 2014.

Accruals of costs for contract works

Accruals of costs for contract works represent estimated contract costs incurred by
reference to the budgeted gross profit margins and completion stage of projects. During the
Track Record Period, the amounts decreased from approximately HK$24.7 million as at 31
March 2012 to approximately HK$14.5 million as at 31 March 2013 and then increased to
approximately HK$48.7 million as at 31 March 2014, due to differences in timing of billing
and incurrence of contract costs.

Other payables and accruals

As at 31 March 2013, other payables represented the remaining balance of
approximately HK$20.0 million payable to YWH Limited in relation to the purchase of
a workshop unit used as our office at a consideration of approximately HK$52.2 million in
year ended 31 March 2013. Other accruals mainly represented (i) accruals for staff salaries
and allowances; (ii) auditors’ remuneration; and (iii) accrued annual leave. Other accruals
steadily increased over the Track Record Period as a result of the increase in number of our
staff and salary increment.
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The following table sets out a breakdown of our other payables and accruals as at each
reporting date:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Other accruals 2,110 2,894 3,492

Amount due to a related party
— YWH Limited — 20,000 —
2,110 22,894 3,492

Interest-bearing bank loans

Our interest-bearing bank loans represent secured bank borrowings amounted to
approximately HK$24.6 million and approximately HK$57.8 million as at 31 March 2013
and 2014 respectively. Our Group had no bank loan as at 31 March 2012. As our Group
purchased a workshop unit at a consideration of approximately HK$52.2 million during the
year ended 31 March 2013 which was partially supported by bank borrowings, there was an
increase in balance of interest-bearing bank loans as at 31 March 2013. Due to the increase
in number and scale of building services engineering projects undertaken by us over the
Track Record Period, we obtained new interest-bearing bank loans to partly finance our
building services engineering projects during the year ended 31 March 2014. As at 31 March
2014, our interest-bearing bank loans were secured by (i) unlimited guarantee provided by
Mr. Fung, our executive Director; (ii) legal charge over a building of our Group with an
aggregate carrying amount of approximately HK$50.4 million; and (iii) pledged deposit of a
life insurance product with a carrying amount of approximately HK$6.0 million. The
unlimited guarantee provided by Mr. Fung will be released or replaced by guarantees
provided by our Company upon [REDACTED)]. For the years ended 31 March 2013 and
2014, the effective contractual interest rates ranged from 2.1%-5.0% and 2.1%-5.0%
respectively, for our interest-bearing bank loans and overdrafts.

The following table sets forth the maturity profile of our interest-bearing bank loans
(ignoring the effect of any repayment on demand clause) as at each reporting date:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$000

Analysed into:

Within one year — 2,600 21,767
In the second year — 2,600 11,033
In the third to fifth years, inclusive — 7,900 16,133
After five years — 11,500 8,900

— 24,600 57,833
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Further information is set out in the section headed “Notes to financial information —
Interest-bearing bank loans” in Appendix I to this document.

NET CURRENT ASSETS

The following table sets forth the breakdown of our Group’s current assets and
liabilities as at 31 March 2012, 2013 and 2014 and 31 May 2014:

As at
As at 31 March 31 May
2012 2013 2014 2014

HKS$000 HKS$000 HKS$000 HKS$000

Current assets
Gross amount due from
customers for contract

works 34,959 55,581 57,588 62,451
Accounts receivable 33,041 46,565 55,412 75,826
Prepayment, deposits and

other receivables 21,488 15,770 3,105 997
Cash and cash equivalents 28.809 22.920 96,491 80,996

118,297 140,836 212,596 220,270

Current liabilities

Accounts payable 36,745 33,347 26,956 21,627
Accruals of costs for
contract works 24,710 14,455 48,707 59,970
Tax payable 5,336 8,871 7,377 6,553
Other payables and accruals 2,110 22,894 3,492 3,742
Interest-bearing bank loans — 24,600 57,833 53,778
68,901 104,167 144,365 145,670
Net current assets 49,396 36,669 68,231 74,600

As at 31 May 2014, we had net current assets of approximately HK$74.6 million. The
key components of our current assets as at 31 May 2014 included gross amount due from
customers for contract works of approximately HK$62.5 million, accounts receivable of
approximately HK$75.8 million, and cash and cash equivalents of approximately HK$81.0
million. The key components of our current liabilities included accounts payable of
approximately HKS$21.6 million, accruals of costs for contract works of approximately
HK$60.0 million and interest-bearing bank loans of approximately HK$53.8 million.

Our net current assets increased by approximately 86.1% from approximately
HK$36.7 million as at 31 March 2013 to approximately HK$68.2 million as at 31 March
2014. The increase was mainly due to (i) an increase in cash and cash equivalents of
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approximately HK$73.6 million as a result of the increase in net cash generated from
financing and operating activities; and (ii) a decrease in other payables and accruals of
approximately HK$19.4 million which was mainly due to the payment of the remaining
balance of approximately HK$20.0 million relating to the purchase of a workshop unit used
as our office in the second half of the year ended 31 March 2013. Such effect were partially
offset by (i) an increase in accruals of costs for contract works of approximately HK$34.3
million; and (ii) an increase in interest-bearing bank loans of approximately HK$33.2
million.

Our net current assets decreased by approximately 25.8% from HK$49.4 million as at
31 March 2012 to HK$36.7 million as at 31 March 2013. The decrease was mainly due to (i)
an increase in other payables and accruals of approximately HK$20.8 million which was
mainly due to the remaining balance of approximately HK$20.0 million relating to the
purchase of a workshop unit in the year ended 31 March 2013; and (ii) an increase in
interest-bearing bank loans of approximately HK$24.6 million. Such effect were partially
offset by (i) an increase in gross amount due from customers for contract works of
approximately HKS$20.6 million; and (ii) an increase in accounts receivable of
approximately HK$13.5 million mainly resulted from the growth of our revenue of
approximately 25.0% for the year ended 31 March 2013.

INDEBTEDNESS AND CONTINGENT LIABILITIES

At the close of business on 31 May 2014, being the latest practicable date on which
such information was available to us, our Group had outstanding bank loans of
approximately HK$53.8 million. The bank loans were secured by (i) unlimited guarantee
provided by Mr. Fung, our executive Director; (ii) legal charge over a building of our
Group with carrying amount of approximately HK$50.2 million; and (iii) pledged deposit
of life insurance product with a carrying amount of approximately HK$6.0 million. The
effective contractual interest rates ranged from 2.1%-2.7% for the two months ended 31
May 2014.

As at 31 May 2014, our Group had a totally un-utilised short-term bank facility of
approximately HK$20.3 million secured by unlimited guarantee provided by Mr. Fung, our
executive Director; and legal charge over a building of our Group with carrying amount of
approximately HK$50.2 million.

The unlimited guarantee provided by Mr. Fung will be released or replaced by
guarantees provided by our Company upon [REDACTED]. As at 31 March 2014 and 31
May 2014, our Group had no significant contingent liabilities.

Save as disclosed above, we did not have, at the closure of business on 31 May 2014,
any loan capital issued and outstanding or agreed to be issued, bank overdrafts, loans or
other similar indebtedness, liabilities under acceptances or acceptance credits, debentures,
mortgages, charges, hire purchase commitments, guarantees or other material contingent
liabilities. Our Directors confirmed that (i) there has not been any material change in our
indebtedness and contingent liabilities since 31 May 2014 and up to the Latest Practicable
Date; (i1) the bank loans and bank facilities are subject to the standard banking conditions
and covenants; (iii) our Group has complied with all of the covenants under our bank
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borrowings during the Track Record Period; (iv) our Group has not received any notice
from the bank indicating that it might withdraw or downsize the bank loans and bank
facility; and (v) our Group does not have any material external debt financing plans as at
the Latest Practicable Date.

WORKING CAPITAL

[Our Directors confirm that, taking into consideration the financial resources presently
available to us, including bank borrowings and other internal resources, and the estimated
net proceeds of the [REDACTED], we have sufficient working capital for our present
requirements for at least the next 12 months commencing on the date of this document.]

CAPITAL EXPENDITURE

Our capital expenditure primarily comprise purchase of property, plant and
equipment, such as a workshop unit, parking spaces and motor vehicles. Our capital
expenditure was funded by internal resources and bank borrowings during the Track
Record Period. The following table sets forth our Group’s capital expenditure during the
Track Record Period:

Year ended 31 March
2012 2013 2014
HK$ 000 HK$ 000 HKS$°000

Property, plant and equipment 1,110 55,402 11,055

The significant increase in capital expenditure from approximately HK$1.1 million for
the year ended 31 March 2012 to approximately HK$55.4 million for the year ended 31
March 2013 was mainly attributable the purchase of (i) a workshop unit used as our office
at a consideration of approximately HK$52.2 million; and (ii) a parking space at the cost of
approximately HK$2.0 million in the year ended 31 March 2013.

CONTRACTUAL COMMITMENTS
Our Group as lessor

At the end of each of the Track Record Period, our Group had total future minimum
lease receivable under a non-cancellable operating lease with its tenant falling due as
follows:

As at 31 March
2012 2013 2014
HK$°000 HK$000 HKS$ 000

Within one year — — 480
In the second to fifth years, inclusive — — 1,440
— — 1,920
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Operating lease receivable represents rentals receivable by our Group for certain of its
property. Lease is negotiated for a term of five years.

Our Group as lessee

At the end of each of the Track Record Period, our Group had total future minimum
lease payments under non-cancellable operating lease falling due as follows:

As at 31 March
2012 2013 2014
HK$000 HK$000 HKS$ 000

Within one year 1,800 — —
In the second to fifth years, inclusive 750 — —
2,550 — —

Operating lease payments represent rental payable by our Group for its office. The
lease is negotiated for a term of two years.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

Except for the contractual commitments set forth above, our Group has not entered
into any off-balance sheet transactions or arrangements as at Latest Practicable Date.

CAPITAL MANAGEMENT AND FINANCIAL RISK MANAGEMENT
Capital management

Our Group actively and regularly reviews and manages our capital structure in order
to maintain a balance between the higher shareholder returns that might be possible with
higher levels of borrowings and the advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure in light of changes in economic
conditions. Our Group monitors our capital structure on the basis of the gearing ratio.

Financial risk management

Our Group is exposed to interest rate risk, credit risk and liquidity risk in the normal
course of business. Further details on our financial risk management policies and practices
are set out in the section headed “Notes to financial information — Financial risk
management objectives and policies” in Appendix I to this document.

DIVIDEND POLICY

For the year ended 31 March 2012, our Group’s subsidiary declared and approved
dividends of approximately HK$41.4 million, representing approximately 166.1% of our
Group’s profit and total comprehensive income attributable to owners of the parent for the
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year ended 31 March 2012. No dividend were declared by our Group for the years ended 31
March 2013 and 2014. Our Directors consider that there is no material adverse impact on
our Group’s financial and liquidity position arising out of the dividend payment.

Dividends may be paid out by way of cash or by other means that we consider
appropriate. Declaration and payment of any dividends would require the reccommendation
of the Board and will be at their discretion. In addition, any final dividend for a financial
year will be subject to Shareholders’ approval. A decision to declare or to pay any dividend
in the future, and the amount of any dividends, depends on a number of factors, including
our results of operations, financial condition, the payment by our subsidiaries of cash
dividends to us; and other factors the Board may deem relevant. There will be no assurance
that our Company will be able to declare or distribute any dividend in the amount set out in
any plan of the Board or at all. The dividend distribution record in the past may not be used
as a reference or basis to determine the level of dividends that may be declared or paid by
the Board in the future.

DISTRIBUTABLE RESERVES

Our Company was incorporated on 21 May 2014 and there was no distributable
reserves as at 31 March 2012, 2013 and 2014, respectively.

PROPERTY INTERESTS AND PROPERTY VALUATION

International Valuation Limited, an independent property valuer, has valued our
property interests as at 30 June 2014 and is of the opinion that the value of our property
interests as at such date was an aggregate amount of approximately HK$68.5 million. The
full text of the letter, summary of valuation and valuation certificate with regard to such
property interests are set out in Appendix III to this document.

The table below shows the reconciliation of aggregate amounts of certain properties as
reflected in the Accountants’ Report as at 31 March 2014 with the valuation of these
properties as at 30 June 2014 as set out in Appendix III to this document:

HKS$ HKS$
(million ) (million)

Valuation of our property interests as at 30 June 2014 as

set out in Appendix III to this document 68.5
Carrying value of our property interests as at 31 March

2014 as set out in the Accountants’ Report 63.1
Less: Depreciation during the period from 1 April 2014

to 30 June 2014 0.5

Carrying value of our property interests as at 30 June

2014 62.6

Revaluation surplus (Note) 5.9

Note: Such revaluation surplus will not be recorded in the Combined Financial Information as our
property interests are stated at cost less accumulated depreciation and any impairment losses.
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UNAUDITED PRO FORMA ADJUSTED COMBINED NET TANGIBLE ASSETS

The following is an illustrative statement of unaudited pro forma adjusted combined
net tangible assets of our Group prepared in accordance with paragraph 4.29 of the Listing
Rules and on the basis of the notes set out below for the purpose of illustrating the effect of
the [REDACTED] on the combined net tangible assets of our Group attributable to owners
of our Company as if the [REDACTED] had taken place on 31 March 2014. This unaudited
pro forma adjusted combined net tangible assets of our Group has been prepared for
illustrative purposes only and, because of its hypothetical nature, it may not give a true
picture of the combined net tangible assets of our Group had the [REDACTED] been
completed as at 31 March 2014 or any future dates:

Combined
net tangible
assets Unaudited
attributable Unaudited pro forma
to owners of pro forma adjusted
our Company Estimated adjusted combined
as at net proceeds combined net tangible
31 March from the net tangible assets
2014 |[REDACTED] assets per Share
HKS$'000 HKS3’000 HK3’000 HK$°000
(Note 1) (Note 2) (Note 3)
Based on an [REDACTED]
of HKS[REDACTED]
per Share [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Based on an [REDACTED]
of HK§[REDACTED]
per Share [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Notes:
1. The combined net tangible assets attributable to owners of our Company as at 31 March 2014 is

extracted from the Accountants’ Report set out in Appendix I to this document.

2. The estimated net proceeds from the [REDACTED] are based on the indicative [REDACTED] of
[REDACTED] and [REDACTED] per Share, after deduction of the underwriting fees and other
estimated expenses payable by our Group in connection with the [REDACTED].

3. The unaudited pro forma adjusted combined net tangible assets per Share is calculated based on
[REDACTED] Shares in issue immediately following the completion of the [REDACTED] and the
Capitalisation Issue without taking into account of any Shares which may be issued upon exercise of
the [REDACTED] or any Shares which may be allotted and issued or repurchased by our Company
pursuant to the general mandates for the allotment and issue or repurchase of Shares.

4. No adjustment has been made to the unaudited pro forma adjusted combined net tangible assets to

reflect any trading results or other transactions of our Group entered into subsequent to 31 March
2014.
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DISCLOSURE REQUIRED UNDER THE LISTING RULES

We confirm that as at the Latest Practicable Date, there were no circumstances which,
had we been required to comply with Rules 13.13 to 13.19 in Chapter 13 of the Listing
Rules, would have given rise to a disclosure requirement under Rules 13.13 to 13.19 of the
Listing Rules.

RELATED PARTY TRANSACTIONS

During the Track Record Period, our Group entered into certain related party
transactions including the connected transactions with Vantage Group, Able E & M and
Lanon Group, details of which are set out in the sections headed “Connected transactions”
in this document and “Notes to financial information — Related party transactions” in
Appendix I to this document. Our Directors confirm that these related party transactions
were conducted on normal commercial terms and they would not distort our track record
results or make our historical results not reflective of our future performance.

NO MATERIAL ADVERSE CHANGE

Save for the professional fees of approximately HK$17.1 million estimated to be
incurred in connection with the [REDACTED], which will be recorded in our Combined
Financial Information for the year ending 31 March 2015, our Directors confirm that, up to
the Latest Practicable Date, there has been no material adverse change in the financial or
trading position or prospects of our Group since 31 March 2014, being the end of the period
reported on in the Accountants’ Report and there is no events since 31 March 2014 and up
to the date of this document which could materially affect the information shown in the
Accountants’ Report set out in Appendix I to this document.

OTHER KEY FINANCIAL RATIOS

As at/For the year ended 31 March

2012 2013 2014
Current ratio ' 1.72 times 1.35 times 1.47 times
Gearing ratio * N/A 26.1% 41.5%
Debt to equity ratio * N/A 1.8% N/A
Interest coverage * N/A 595.9 times 101.0 times
Return on total assets ° 20.3% 20.5% 15.9%
Return on equity ° 46.5% 43.2% 32.5%
Net profit margin ’ 7.3% 9.6% 7.8%
Notes:
1. Current ratio is calculated based on the total current assets divided by the total current liabilities as

at the end of each reporting period during the Track Record Period.

2. Gearing ratio is calculated based on the interest-bearing bank loans divided by the total equity as at
the end of each reporting period during the Track Record Period and multiplied by 100%.

3. Debt to equity ratio is calculated by the net debt (interest-bearing bank loans net of cash and cash

equivalents) divided by the total equity as at the end of each reporting period during the Track
Record Period and multiplied by 100%.
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4. Interest coverage is calculated by the profit before interest and tax divided by the interest for each
reporting period during the Track Record Period.

5. Return on total assets is calculated by the profit for each reporting period during the Track Record
Period divided by the total assets as at the end of each reporting period during the Track Record
Period and multiplied by 100%.

6. Return on equity is calculated by the profit for each reporting period during the Track Record
Period divided by the total equity as at the end of each reporting period during the Track Record
Period and multiplied by 100%.

7. Net profit margin is calculated by the profit for each reporting period during the Track Record
Period divided by the revenue for each reporting period during the Track Record Period and
multiplied by 100%.

Current ratio

Our current ratio decreased from approximately 1.72 times as at 31 March 2012 to
approximately 1.35 times and 1.47 times as at 31 March 2013 and 2014 respectively. Such
general decrease was primarily attributable to the increase in interest-bearing bank loans to
partly finance our acquisition of a workshop unit used as our office and parking spaces
during the years ended 31 March 2013 and 2014. Our Group has been maintaining adequate
liquidity and working capital to cope with our business expansion as well as operation needs
for our building services engineering projects, and our Directors are of the view that the
current ratio of our Group has been maintained at a healthy level during the Track Record
Period. Further details of our borrowings and operating cash flows are set out in the
sections headed “Financial information — Analysis of various items from the combined
statements of financial position — Interest-bearing bank loans” and “Financial information
— Liquidity and capital resources” respectively in this document.

Gearing ratio

Gearing ratio is not applicable as at 31 March 2012 for our Group because we did not
have any bank loan as at 31 March 2012. Our gearing ratio was approximately 26.1% and
41.5% as at 31 March 2013 and 2014 respectively. The increase in gearing ratio as at 31
March 2014 as compared to 31 March 2013 was mainly due to the increase in total interest-
bearing bank loans from approximately HK$24.6 million as at 31 March 2013 to
approximately HK$57.8 million as at 31 March 2014. We borrowed bank loans to partly
finance our acquisition of a workshop unit used as our office and building services
engineering projects for years ended 31 March 2013 and 2014. Further details of our
borrowings are set out in the section headed “Financial information — Analysis of various
items from the combined statements of financial position — Interest-bearing bank loans” in
this document.

Debt to equity ratio

Our debt to equity ratio was approximately 1.8% as at 31 March 2013 but it is not
applicable as at 31 March 2012 and 2014 because our Group did not have any bank loan as
at 31 March 2012 and the balances of cash and cash equivalents were greater than our total
bank borrowings as at 31 March 2014. The increase in our cash and cash equivalents as at
31 March 2014 was mainly due to the increase in net cash generated from our operating
activities as a result of our revenue growth. Further details of our operating cash flows are
set out in the section headed “Financial information — Liquidity and capital resources” in
this document.
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Interest coverage

Interest coverage is not applicable as at 31 March 2012 for our Group because we did
not have any bank loan and did not incur any interest during the year ended 31 March 2012.
Our interest coverage was approximately 595.9 times and 101.0 times for the years ended 31
March 2013 and 2014 respectively. The interest coverage ratio decreased for the year ended
31 March 2014 as compared to the year ended 31 March 2013 mainly due to increase in
finance costs as a result of the increase in interest-bearing bank loans. Further details of our
financial performance are set out in the section headed “Financial information — Period-
to-period comparison of results of operations” in this document.

Return on total assets

Our return on total assets was approximately 20.3%, 20.5% and 15.9% for the years
ended 31 March 2012, 2013 and 2014 respectively. Our return on total assets decreased for
the year ended 31 March 2014 mainly attributable to the fact that our total assets increased
more than our profit growth in terms of percentage for the year ended 31 March 2014 as
compared to the years ended 31 March 2012 and 2013 due to the decrease in the growth of
our profit. The increase in our total assets as at 31 March 2014 was mainly due to the
increase in cash and cash equivalents of approximately HK$73.6 million as compared to 31
March 2013, as a result of the increase in net cash generated from our financing and
operating activities. Further details of our overall financial performance and growth of our
profit are set out in the sections headed “Financial information — Period-to-period
comparison of results of operations” and “Financial information — Other key financial
ratios — Net profit margin” in this document respectively.

Return on equity

Our return on equity was approximately 46.5%, 43.2% and 32.5% for the years ended
31 March 2012, 2013 and 2014 respectively. While our return on equity remained generally
stable for the years ended 31 March 2012 and 2013, our return on equity for the year ended
31 March 2014 decreased mainly because our total equity increased more than our growth
of profit in terms of percentage for the year ended 31 March 2014 as a result of the decrease
in the growth of our profit. Further details of our overall financial performance and our
profit growth are set out in the sections headed “Financial information — Period-to-period
comparison of results of operations” and “Financial information — Other key financial
ratios — Net profit margin” in this document respectively.

Net profit margin

Our net profit margin was approximately 7.3%, 9.6% and 7.8% for the years ended 31
March 2012, 2013 and 2014 respectively. Our net profit margin increased from
approximately 7.3% for the year ended 31 March 2012 to approximately 9.6% for the
year ended 31 March 2013 mainly attributable to (i) the slight increase in gross profit
margin from approximately 12.9% for the year ended 31 March 2012 to approximately
14.6% for the year ended 31 March 2013; and (ii) the approximately 9.7% decrease in our
administrative expenses resulting from our continuous improvement in cost management.
Our net profit margin decreased from approximately 9.6% for the year ended 31 March
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2013 to approximately 7.8% for the year ended 31 March 2014 due to (i) the slight decrease
in our gross profit margin from approximately 14.6% for the year ended 31 March 2013 to
approximately 12.9% for the year ended 31 March 2014; and (ii) the impairment of
approximately HK$5.5 million in relation to the amount due from Able E & M. These
factors also led to the decrease in our growth of profit from approximately 63.3% for the
year ended 31 March 2013 to approximately 11.3% for the year ended 31 March 2014.
Further details on our overall financial performance are set out in the section headed
“Financial information — Period-to-period comparison of results of operations” in this
document.
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CONTROLLING SHAREHOLDERS

Immediately after the completion of the [REDACTED] and the Capitalisaton Issue
(assuming the [REDACTEDY] is not exercised and that no Shares have been issued pursuant
to the exercise of any option which may granted under the Share Option Scheme), Team
Great is expected to hold [REDACTED]% of the enlarged issued share capital of our
Company.

Team Great is an investment holding company incorporated in the BVI on 18 July
2011. As at the Latest Practicable Date, it was owned as to 50% by Mr. Fung, 40% by
Globetrade and 10% by Mr. Fung Chuen.

Globetrade is an investment holding company incorporated in the BVI on 28 January
2005. As at the Latest Practicable Date, it was a wholly-owned subsidiary of Profit Chain.

Profit Chain is an investment holding company incorporated in the BVI on 10 May
2000. As at the Latest Practicable Date, it was a wholly-owned subsidiary of Vantage.

The shares of Vantage are listed on the Main Board (stock code: 15). As at the Latest
Practicable Date, Mr. Ngai was beneficially interested in approximately 61.83% of the
shares in the issued share capital of Vantage.

Vantage, through Profit Chain, owned 75% of the issued share capital of Excel
Development (Holdings) Limited (stock code: 1372) which shares are listed on the Main
Board as at the Latest Practicable Date.

Accordingly, Team Great, Globetrade, Profit Chain, Mr. Fung, Mr. Ngai and Vantage
are the Controlling Shareholders of our Company for the purposes of the Listing Rules.
Our Directors have confirmed that to the best of their knowledge and belief, as at the Latest
Practicable Date, apart from the shareholding interests in our Group and save as disclosed
in this document, none of our Controlling Shareholders and our Directors had any interests
in any business, which competes, or is likely to compete, either directly or indirectly, with
our business and would require disclosure under Rule 8.10 of the Listing Rules.

POTENTIAL COMPETITION WITH THE CONTROLLING SHAREHOLDERS

Our Group is a contractor specialising in providing building services engineering works
to the public and private sectors in Hong Kong. Our building services engineering works
cover (i) electrical installation works; (ii) air-conditioning installation works; and (iii) fire
services installation works for the public and private sectors in Hong Kong.

Vantage Group is principally engaged in property investment and development and a
wide range of building construction, civil engineering, maintenance and other contract
works in public and private sectors in Hong Kong.

Although both our Group and Vantage Group are engaged in a wide range of public
and private sectors engineering works in Hong Kong, different approved contractor
categories apply to the building services engineering business and building construction,
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civil engineering and maintenance business in Hong Kong. Such categorisation on approved
contractor works has effectively formed clear distinction between the two lines of businesses
engaged by our Group and Vantage Group such that there is no direct competition between
the business of our Group and Vantage Group.

Currently, our Group holds, among others, the following licences:

(a) a certificate of registration of electrical contractor issued by EMSD which allows
our Group to carry out electrical work on fixed installations;

(b) a Class 1 licence and a Class 2 licence on registered fire service installation
contractor issued by Fire Services Department which allow our Group to carry
out fire service installation works;

(c) a licence on ventilation category of registered specialist contractor issued by
Building Authority which allows our Group to carry out ventilation works;

(d) a confirmed Group III licence as Approved Suppliers of Materials and Specialist
Contractors for Public Works on electrical installations category issued by Works
Bureau which allows our Group to tender contracts or sub-contracts of unlimited
value;

(e) a probationary Group II licence as Approved Suppliers of Materials and
Specialist Contractors for Public Work on air-conditioning and refrigeration
installation category issued by Development Bureau which allows our Group to
tender for a maximum of two contracts or subcontracts of unlimited value;

(f) a confirmed Group I licence as Approved Suppliers of Materials and Specialist
Contractors for Public Works on fire service installations category issued by
Works Bureau which allows our Group to tender for contracts or sub-contracts
with a value of up to HK$2.3 million; and

(g) admitted to Housing Authority list of Electrical Contractors with probationary
status which allows our Group to tender for electrical works for the Housing
Authority.

Currently, Vantage Group, through Excel Engineering Company Limited (a wholly-
owned subsidiary of Excel Development (Holdings) Limited (“Excel”, stock code: 1372))
and Able Engineering Company Limited (a wholly-owned subsidiary of Vantage), holds
certificates of registration of electrical contractor issued by the EMSD. Other than the
above, Vantage Group does not hold any licence which overlaps with those held by our
Group. This effectively precludes Vantage Group (other than Excel Engineering Company
Limited and Able Engineering Company Limited which can carry out electrical work on
fixed installations) from tendering for any sole electrical, air-conditioning, fire service
installations and ventilation contracts in the public and private sectors and therefore
entering into any business that directly competes with our business.
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Our Directors consider that there is no direct competition between our Group on the
one hand and Vantage Group on the other hand as the nature of their respective businesses
is different. Although both Excel Engineering Company Limited and Able Engineering
Company Limited have obtained a certificate of registration of electrical contractor issued
by EMSD, both companies concentrate on works for market segments different from our
Group. Excel Engineering Company Limited focuses on civil engineering construction
services mainly involving (i) waterworks; (ii) roads and drainage works; (iii) landslip
preventive and remedial works to slopes and retaining walls; and (iv) utilities civil
engineering works, for the public and private sectors in Hong Kong, while Able Engineering
Company Limited focuses on building construction and maintenance works for the public
and private sectors in Hong Kong. Although building construction and maintenance works
projects undertaken by Vantage Group (excluding Excel and its subsidiaries) may consist of
a portion of building services engineering works, most of such works is contracted to
building services engineering works subcontractors which possess the required
combinations of licences (but which Vantage Group does not possess) like our Group.
Further, although civil engineering construction works projects undertaken by Excel and its
subsidiaries may consist of a portion of electrical and mechanical engineering works, most
of such works is contracted to subcontractors which possess the required combinations of
licences (which Excel and its subsidiaries do not possess) like our Group. Our Group on the
other hand focuses on building services engineering works and possess the required
combinations of licences to tender for contracts which are solely related to building services
engineering works. The clientele of our Group and Vantage Group is also different, with
our Group’s key customers being mostly the Main Contractors; and customers of Vantage
Group being mainly government or property developers; and there is no overlapping of
major customers or suppliers between our Group and Vantage Group.

Vantage Group confirmed that as at the Latest Practicable Date, they have no
intention to inject the business of building services engineering works under their building
construction and maintenance works related contracts and electrical and mechanical
services works under their civil engineering construction works related contracts into our
Group.

Furthermore, after the [REDACTED], there will be mechanisms in place to ensure
there is no direct competition between the businesses of our Group and Vantage Group by
way of Vantage Group entering into a Vantage Deed of Non-competition with our
Company, details of which are set out in the paragraph headed “Vantage Deed of Non-
Competition” of this section.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

After considering the following factors, our Board is of the view that, after the
[REDACTED], our Group is capable of carrying on our business independently of our
Controlling Shareholders and their respective close associates.

Operational independence

Our Group has established its own business independent of that of our Controlling
Shareholders and/or their respective close associates. We make business decisions
independently and hold all relevant licences necessary to carry on our business and have
sufficient capital, equipment and employees to operate our business independently. Our
Group has established its own organisational structure made up of individual departments,
each with specific areas of responsibilities.
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For the years ended 31 March 2012 and 2013, our Group rented from YWH Limited, a
company controlled by Mr. Fung, the premises located at Unit B 10/F, Summit Building, 30
Man Yue Street, Hung Hom, Kowloon, Hong Kong as our registered office. The rental
expense paid to YWH Limited amounted to approximately HK$2.8 million and HK$1.5
million for the years ended 31 March 2012 and 2013, respectively. The premises were sold to
us on 23 January 2013 at a price of HK$50 million. Our Group has not shared any
operational resources, such as office premises, sales and marketing and general
administration resources with our Controlling Shareholders and/or their respective close
associates during the Track Record Period. Our Group has established a set of internal
controls to facilitate the effective operation of its business.

Upon [REDACTED], there are expected continuing connected transactions between
our Group and (a) Able E & M; (b) Vantage Group; and (c) Lanon Group. These
transactions will be carried out (a) on normal commercial terms; or (b) on terms no more
favourable to the connected persons than those available to Independent Third Parties.
Details of such continuing connected transactions are set out below and in the section
headed “Connected transactions” in this document.

Contracting arrangements with Able E & M

Each of Vantage and Mr. Fung is beneficially indirectly interested in 50% of the
shareholdings in Able E & M which directors are Mr. Fung and Mr. Ngai. The principal
business of Able E & M includes contracting for building services engineering works. Prior
to and during the Track Record Period, Able E & M tendered projects from contractors
including Able Engineering Company Limited, a wholly-owned subsidiary of Vantage, and
contracted those projects to us. As at the Latest Practicable Date, there were six existing
contracts entered into between our Group and Able E & M (the “Able E & M Contracts”)
which are expected to continue after [REDACTED] and the total estimated contract sum
and work orders value under the Able E & M Contracts amounted to approximately
HK$313.8 million.

The revenue generated from the transactions with Able E & M amounted to
approximately HK$61.6 million, HK$85.9 million and HK$36.3 million for the years
ended 31 March 2012, 2013 and 2014 respectively, which represented approximately 18.2%,
20.3% and 6.2% of the total revenue of our Group during the same period, respectively.
Our Directors estimate that the amount of contracting fees payable to Fungs E & M from
Able E & M shall not exceed the annual cap of HK$48.0 million and HK$15.0 million for
the years ending 31 March 2016 and 2017 respectively. No contracting fee is expected to be
payable to Fungs E & M by Able E & M for the year ending 31 March 2017 and therefore
no cap is proposed for the same period. We believe that our Group is not reliant on the
revenue generated from Able E & M given that:

(a) Able E & M was established at a time before Vantage Group has acquired any
shareholding interest in our Group in which Able E & M was used as a vehicle for
Vantage Group and Mr. Fung to undertake certain building services engineering
contracts.
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(b) Upon the acquisition of a 40% interest in our Group by Vantage Group, Vantage
Group and Mr. Fung have gradually used our Group instead of Able E & M to
undertake building services engineering contracts and Vantage and Mr. Fung
have confirmed that Able E & M has ceased to enter into any new contract for
business since December 2011.

(c) Vantage and Mr. Fung has undertaken to procure (i) Able E & M to cease all its
operations and not to enter into any new contracts; and (ii) the deregistration of
Able E & M after completion of all existing projects.

Contracting arrangements with Vantage Group

Prior to and during the Track Record Period, certain subsidiaries of Vantage Group
tendered projects and contracted the building services engineering works under those
projects to Fungs E & M pursuant to the terms of contracts entered into between Fungs E &
M and the relevant subsidiaries of Vantage.

As at the Latest Practicable Date, there were ten existing contracts entered into
between our Group and the relevant subsidiaries of Vantage (the “Vantage Contracts”)
which are expected to continue after [REDACTED] and the total estimated contract sum
and work orders value under the Vantage Contracts amounted to approximately HK$414.2
million.

The revenue generated from the relevant transactions with Vantage Group amounted
to approximately HK$10.5 million, HK$49.6 million and HK$69.7 million for the years
ended 31 March 2012, 2013 and 2014 respectively, which represented approximately 3.1%,
11.7% and 12.0% of the total revenue of our Group during the same period, respectively.
Vantage Group companies are not our only customers. Our Directors also estimate that the
annual aggregate transaction amount with Vantage Group under the Vantage Contract
Framework Agreement for the years ending 31 March 2015, 2016 and 2017 will not exceed
the annual cap of HK$163.0 million, HK$209.0 million and HK$183.0 million respectively.

Contracting arrangements with Lanon Group

Lanon Development Limited (“Lanon Development”) is a company incorporated in
Hong Kong and is primarily engaged in building construction and maintenance works.
Lanon Building Limited (“Lanon Building”) is a company incorporated in Hong Kong and
is primarily engaged in construction works.
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Mr. Ngai’s son, Mr. Ngai Wing Yin, who is aged over 18, is beneficially interested in
78% of the issued share capital of Lanon Holdings Limited (“Lanon Holdings”) which
wholly-owned subsidiaries are Lanon Development and Lanon Building. To the best
knowledge of our Directors, the remaining 22% of the issued share capital of each of Lanon
Holdings is beneficially interested by an Independent Third Party. Accordingly, Lanon
Group will not become close associates of our Controlling Shareholders upon
[REDACTED]. None of our Controlling Shareholders, Directors and senior management
members and their respective close associates (excluding Mr. Ngai Wing Yin and Mr. Ngai’s
wife who was director of Lanon Development from 2 July 2010 to 16 June 2014) is involved
in the day-to-day management and operation of Lanon Group or is in any position to
exercise control or influence over the operational decisions of Lanon Group.

As at the Latest Practicable Date, there were four existing contracts entered into
between our Group and the relevant subsidiaries of Lanon Holdings (the “Lanon
Contracts”) which are expected to continue after [REDACTED] and the total estimated
contract sum and work orders value under the Lanon Contracts amounted to
approximately HK$282.9 million.

The revenue generated from Lanon Group only amounted to approximately nil,
HK$0.2 million and HK$56.2 million of our Group for each of the years ended 31 March
2012, 2013 and 2014 respectively, represented approximately nil, 0.1% and 9.7% of the
total revenue of our Group during the same period, respectively. Lanon Development and
Lanon Building are also not our only customers. Our Directors also estimate that the
annual aggregate transaction amount with Lanon Group under the Lanon Contract
Framework Agreement for the years ending 31 March 2015, 2016 and 2017 will not exceed
the annual cap of HK$96.0 million, HK$128.0 million and HK$175.0 million respectively.

Our Directors are of the view that our Group does not overly rely on Vantage Group
and Lanon Group because (i) there is a mutual business dependency and benefit between us
and both Vantage Group and Lanon Group, for instance, our Directors believe that our
previous job references in handling other projects also give business advantage to them in
engaging us in performing the building services engineering works; and (ii)) we also
cooperated with other customers who are Independent Third Parties during the Track
Record Period. In the event that any of them substantially reduces the number of contracts
placed with us or terminates its business relationship with us, our Directors consider that we
would have the capacity to attract other customers to replace such lost contracts given that
we have a proven track record in the building services industry with experienced
management and professional project management teams.
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Other than the transactions with Able E & M, Vantage Group and Lanon Group as
mentioned above, there are no other transactions between our Group and Able E & M,
Vantage Group, Lanon Group or any other connected person of our Company. Under
Rules 14A.37 and 14A.38 of the Listing Rules, these transactions will be subject to annual
review by our independent non-executive Directors and our auditors to ensure, among other
matters, that these transactions are (i) in the ordinary and usual course of business of our
Group; (ii) either on normal commercial terms or, if there are not sufficient comparable
transactions to judge whether they are on normal commercial terms, on terms no less
favourable to our Group than terms available to or from (as appropriate) Independent
Third Parties; and (iii) in accordance with the relevant agreement governing them on terms
that are fair and reasonable and in the interest of our Shareholders as a whole. In order to
comply with these requirements, our management will continuously monitor the conduct of
all continuing connected transactions between our Group and Able E & M, Vantage Group
or Lanon Group to ensure that all these transactions will be conducted in the above
manner, failing which our Company will need to re-comply with the reporting,
announcement and/or independent shareholders’ approval requirement under Chapter
14A of the Listing Rules in respect of the relevant transactions.

Management independence

Our Company’s management and operational decisions are made by our Board and the
senior management. Our Board comprises three executive Directors and three independent
non-executive Directors. Mr. Fung, one of our Controlling Shareholders, is also our
chairman and executive Director. Save for Mr. Fung, no other Controlling Sharecholder
holds any directorship in our Group.

Given such composition of our Board, our Group believes that the independent non-
executive Directors will be able to exercise their independent judgment and will be able to
provide impartial opinions in the decision-making process of the Board to protect the
interests of our Shareholders.

Each of our Directors is aware of his fiduciary duties as a director of our Company
which requires, 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
close 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.

Since most of our executive Directors (except Ir Wong Chi Wai who joined us since
1998) have served our Group since the beginning of its business operation and have
substantial experience in their respective expertise areas and/or in the industry in which our
Company is engaged, our Group believes that they will be able to make business decisions
that are in the best interest of our Group.
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Having considered the above factors, our Directors are satisfied that they and the
senior management members are able to perform their roles in our Company independently,
and our Directors are of the view that we are capable of managing our business
independently from our Controlling Shareholders following the completion of the
[REDACTED].

Financial independence

Our Group has an independent financial system and makes financial decisions
according to our Group’s own business needs and our Group’s accounting and finance
functions are independent of our Controlling Shareholders.

Mr. Fung provided personal guarantee to secure certain banking facilities with
carrying amount of approximately HK$14.3 million, HK$40.9 million and HK$78.1 million
during the years ended 31 March 2012, 2013 and 2014. Upon completion of the
[REDACTED], the guarantee provided from Mr. Fung will be fully released and
assumed by our Group. During the years ended 31 March 2012 and 2013, YWH Limited
a company controlled by Mr. Fung, also provided corporate guarantee to secure certain
banking facilities with carrying amount of approximately HK$14.3 million and HK$16.3
million, respectively. The corporate guarantee was fully released during the year ended 31
March 2014. A building owned by a company controlled by Mr. Fung was also pledge to
bank for banking facilities with the carrying amount of HK$14.3 million during the year
ended 31 March 2012. Such property was sold to our Group on 23 January 2013 at a price
of HK$50 million.

During the Track Record Period, there are certain amounts due from and due to the
related companies of our Controlling Shareholders, details of which are set out in notes 18,
19, 21, 22 and 30 to the Accountants’ Report.

Amounts due from the related companies of our Controlling Shareholders, apart from
those arising from the ordinary and usual course of business, amounted to approximately
HKS$11.6 million, HK$11.2 million and HK$2.7 million (net of impairment) as at 31 March
2012, 2013 and 2014. Such amounts were due from Able E & M and YWH Limited which is
a company controlled by Mr. Fung. Such balances were unsecured, interest free and have no
fixed terms of repayment, and had been fully repaid as at the Latest Practicable Date.

Amounts due to the related companies of our Controlling Shareholders, apart from
those arising from the ordinary and usual course of business, amounted to HK$20 million
as at 31 March 2013. Such amount was due to YWH Limited as the remaining balance of
the purchase price which was yet to be settled by us when we purchased our present office
premises located at Unit B 10/F, Summit Building, 30 Man Yue Street, Hung Hom,
Kowloon, Hong Kong from YWH Limited during the year ended 31 March 2013. Such
balance was unsecured, interest free and has no fixed terms of repayment, and had been
fully repaid as at 31 March 2014.

Save as aforesaid, our Group does not rely on our Controlling Shareholders and/or
their respective close associates by virtue of their provision of financial assistance.
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VANTAGE DEED OF NON-COMPETITION

To further delineate the respective business of Vantage Group and out Group and to
protect our Group from any potential indirect competition from Vantage Group, Vantage,
Profit Chain and Globetrade has entered into the Vantage Deed of Non-competition in our
favour pursuant to which Vantage Group have, among other matters, irrevocably and
unconditionally undertaken to us on a joint and several basis that at any time during the
Relevant Period (as defined below), each of them shall, and shall procure that each of their
respective close associates and/or companies controlled by them (other than our Group)

shall:

(1)

(i)

(iii)

(iv)

v)

(vi)

save for the Excluded Business (as defined below), not, directly or indirectly, be
interested or involved or engaged in or acquire or hold any right or interest (in
each case whether as a director or sharcholder (other than being a director or
shareholder of our Group), partner, agent or otherwise and whether for profit,
reward or otherwise) in any business which is or is about to be engaged in any
business which competes or is likely to compete directly or indirectly with the
business currently and from time to time engaged by our Group (including but not
limited to building services engineering works) (the “Restricted Business”);

not solicit any existing employee of our Group for employment by it/him or its/his
close associates (excluding our Group);

not, without the consent from our Company, make use of any information
pertaining to the business of our Group which may have come to its knowledge in
its capacity as our Controlling Shareholder for any purpose of engaging, investing
or participating in any Restricted Business (save for the Excluded Business);

save for the Excluded Business, if there is any project or new business opportunity
that relates to the Restricted Business, refer such project or new business
opportunity to our Group for consideration;

not invest or participate in any Restricted Business (save for the Excluded
Business); and

procure its close associates (excluding our Group) not to invest or participate in
any project or business opportunity of the Restricted Business (save for the
Excluded Business), unless pursuant to the exception set out below.

For the above purpose, the “Excluded Business” means any of the following:-

(a)

(b)

building construction and/maintenance projects which involves the provision of
building services engineering works as part of (and not the entire) services
provided in the projects;

civil engineering construction projects which involves the provision of electrical

and mechanical engineering works as part of (and not the entire) services provided
in the projects; and
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(c) property investment and development projects which involves the provision of
building services engineering works as part of (and not the entire) services
provided in the projects.

Each of our Vantage, Profit Chain and Globetrade has unconditionally and
irrevocably undertaken to us that in the event that it/he or its/his close associate(s)
(other than any member of our Group) (the “Offeror”) is given or identified or offered any
business investment or commercial opportunity which directly or indirectly competes, or
may lead to competition with the Restricted Business other than the Excluded Business (the
“New Restricted Business Opportunities”), it/he will and will procure its/his close
associate(s) to refer the New Restricted Business Opportunities to us as soon as
practicable in the following manner:

(1) each of our Controlling Shareholders is required to, and shall procure its/his close
associates (other than members of our Group) to, refer, or to procure the referral
of, the New Restricted Business Opportunities to us, and shall give written notice
to us of any New Restricted Business Opportunities containing all information
reasonably necessary for us to consider whether (a) such New Restricted Business
Opportunities would constitute competition with the Restricted Business; and (b)
it is in the interest of our Group to pursue such New Restricted Business
Opportunities, including but not limited to the nature of the New Restricted
Business Opportunities and the details of the investment or acquisition costs (the
“Offer Notice”); and

(i1) the Offeror will be entitled to pursue the New Restricted Business Opportunities
only if (a) the Offeror has received a notice from us declining the New Restricted
Business Opportunities; or (b) the Offeror has not received such notice from us
within 10 Business Days from our receipt of the Offer Notice. If there is a material
change in the terms and conditions of the New Restricted Business Opportunities
pursued by the Offeror, the Offeror will refer the New Restricted Business
Opportunities as so revised to us in the manner as set out above.

Upon receipt of the Offer Notice, we will seek opinions and decisions from our Board
in the manner as to whether (a) such New Restricted Business Opportunities would
constitute competition with the Restricted Business; and (b) it is in the interest of us and our
shareholders as a whole to pursue the New Restricted Business Opportunities.

Where Vantage, Profit Chain or Team Great and/or their close associates have
acquired any business investment or interest in any entity relating to Restricted Business
other than the Excluded Business pursuant to (ii) above, the relevant Controlling
Shareholders and and/or their close associates shall provide us with pre-emptive right
(the “Pre-emptive Right”) to acquire any such restricted business under the same
circumstances subject to all applicable laws and regulations. Where the Board decides to
waive the Pre-emptive Right by way of written notice, the relevant Controlling Shareholders
and/or their close associates may offer to sell such business investment or interest in
Restricted Business to other third parties on such terms which are no more favourable than
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those made available to our Group. In deciding whether to exercise the above options, the
Directors will consider various factors including the purchase price and their values and
benefits, as well as the benefit that they will bring to our Group

For the above purpose of Vantage Deed of Non-Competition, the “Relevant Period”
means the period commencing from the [REDACTED] and shall expire on the earlier of the
dates below:

(i) the date on which Vantage, Profit Chain and Globetrade and their close
associates, individually or taken as a whole, ceases to be our Controlling
Shareholders for the purpose of the Listing Rules; or

(i1)) the date on which our Shares cease to be listed on the Stock Exchange or (if
applicable) other stock exchange.

DEED OF NON-COMPETITION

Save as disclosed in this document, each of Mr. Ngai, Mr. Fung and Team Great has
confirmed that none of them is engaged in, or interested in any business (other than our
Group and the Vantage Group) which, directly or indirectly, competes or may compete with
our business. To protect our Group from any potential competition, Mr. Ngai, Mr. Fung
and Team Great have entered into the Deed of Non-Competition in favour of our Company
(for itself and for the benefits of its subsidiaries) pursuant to which each of Mr. Ngai, Mr.
Fung and Team Great has, among other matters, irrevocably and unconditionally
undertaken to us on a joint and several basis that at any time during the Relevant Period
(as defined below), each of Mr. Ngai, Mr. Fung and Team Great shall, and shall procure
that their respective close associates and/or companies controlled by them (other than our
Group and Vantage Group) shall:

(1) not, directly or indirectly, be interested or involved or engaged in or acquire or
hold any right or interest (in each case whether as a director or shareholder (other
than being a director or shareholder of our Group), partner, agent or otherwise
and whether for profit, reward or otherwise) in any business which is or is about
to be engaged in any business which competes or is likely to compete directly or
indirectly with the business currently and from time to time engaged by our Group
(including but not limited to building services engineering works) (the “Restricted
Activity”);

(i1) not solicit any existing employee of our Group for employment by it/him or its/his
close associates (excluding our Group);

(iii)) not, without the consent from our Company, make use of any information
pertaining to the business of our Group which may have come to its/his
knowledge in its/his capacity as our Controlling Shareholder for any purpose of
engaging, investing or participating in any Restricted Activity;
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(iv) if there is any project or new business opportunity that relates to the Restricted
Activity, refer such project or new business opportunity to our Group for
consideration;

(v) not invest or participate in any Restricted Activity; and

(vi) procure its/his close associates (excluding our Group) not to invest or participate
in any project or business opportunity of the Restricted Activity, unless pursuant
to the exception set out below.

Each of Mr. Ngai, Mr. Fung and Team Great has unconditionally and irrevocably
undertaken to us that in the event that it/he or its/his close associate(s) (other than any
member of our Group and/or Vantage Group) (the “Offeror”) is given or identified or
offered any business investment or commercial opportunity which directly or indirectly
competes, or may lead to competition with the Restricted Activity (the “New
Opportunities™), it/he will and will procure its/his close associate(s) (other than members
of our Group and/or Vantage Group) to refer the New Opportunities to us as soon as
practicable in the following manner:

(i) each of Mr. Ngai, Mr. Fung and Team Great is required to, and shall procure its/
his close associates (other than members of our Group and/or Vantage Group) to,
refer, or to procure the referral of, the New Opportunities to us, and shall give
written notice to us of any New Opportunities containing all information
reasonably necessary for us to consider whether (a) such New Opportunities
would constitute competition with the Restricted Activity; and (b) it is in the
interest of our Group to pursue such New Opportunities, including but not
limited to the nature of the New Opportunities and the details of the investment or
acquisition costs (the “Offer Notice”); and

(i1) the Offeror will be entitled to pursue the New Opportunities only if (a) the Offeror
has received a notice from us declining the New Opportunities; or (b) the Offeror
has not received such notice from us within 10 Business Days from our receipt of
the Offer Notice. If there is a material change in the terms and conditions of the
New Opportunities pursued by the Offeror, the Offeror will refer the New
Opportunities as so revised to us in the manner as set out above.

Upon receipt of the Offer Notice, we will form an independent board committee (the
“Independent Board Committee”) which comprises our independent non-executive
Directors without the attendance by any Director with beneficial interest in such project
or business opportunities in the manner as to whether (a) such New Opportunities would
constitute competition with the Restricted Activity; and (b) it is in the interest of us and our
shareholders as a whole to pursue the New Opportunities.

Where Mr. Ngai, Mr. Fung and Team Great and/or their close associates (other than
our Group and/or Vantage Group) have acquired any business investment or interest in any
entity relating to Restricted Activity pursuant to (ii) above, the relevant Controlling
Shareholders and and/or their close associates (other than our Group and/or Vantage
Group) shall provide us with pre-emptive right (the “Pre-emptive Right”) to acquire any
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such Restricted Activity under the same circumstances. Where the Independent Board
Committee of our Company decides to waive the Pre-emptive Right by way of written
notice, the relevant Controlling Shareholders and/or their close associates (other than our
Group and/or Vantage Group) may offer to sell such business investment or interest in
Restricted Activity to other third parties on such terms which are no more favourable than
those made available to our Group. In deciding whether to exercise the above options, the
Directors will consider various factors including the purchase price, the nature of the
products and services and their values and benefits, as well as the benefit that they will bring
to our Group.

For the above purpose of the Deed of Non-Competition, the “Relevant Period” means
the period commencing from the [REDACTED] and shall expire on the earlier of the dates
below:

(i) the date on which Mr. Ngai, Mr. Fung and Team Great and their close associates,
individually or taken as a whole, ceases to be our Controlling Shareholders for the
purpose of the Listing Rules; or

(i1) the date on which our Shares cease to be listed on the Stock Exchange or (if
applicable) other stock exchange.

The Vantage Deed of Non-Competition and the Deed of Non-Competition are
conditional on (i) the Listing Committee granting listing of, and permission to deal in, all
our Shares in issue and to be issued under the [REDACTED] and our Shares which may be
issued upon the exercise of the [REDACTED] and options that may be granted under the
Share Option Scheme; and (ii) the obligations of the Underwriters under the Underwriting
Agreements becoming unconditional (including, if relevant as a result of the waiver of any
condition(s) by the Underwriters) and that the Underwriting Agreements not being
terminated in accordance with its terms or otherwise.

Each of our Controlling Shareholders has undertaken under the Vantage Deed of Non-
Competition and the Deed of Non-Competition (as the case may be) that he or it shall
provide to us and our Directors from time to time (including our independent non-executive
Directors) with all information necessary for the annual review by our independent non-
executive Directors with regard to compliance of the terms of the Vantage Deed of Non-
Competition and the Deed of Non-Competition and the enforcement of the Vantage Deed
of Non-Competition and the Deed of Non-Competition. Each of our Controlling
Shareholders has also undertaken to make an annual declaration as to compliance with
the terms of the Vantage Deed of Non-Competition and the Deed of Non-Competition in
our annual report.

CORPORATE GOVERNANCE MEASURES TO AVOID CONFLICT OF INTEREST

Our Directors recognise the importance of incorporating elements of good corporate
governance in management conducive to the protection of the interests of our Shareholders.
In particular, the following corporate governance measures in relation to managing
potential conflict of interests between our Controlling Shareholders and our Group will be
taken:

- 171 -



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

RELATIONSHIP WITH CONTROLLING SHAREHOLDERS

()

(i)

(iii)

(iv)

v)

(vi)

our independent non-executive Directors will review, on an annual basis, the
compliance with the Deed of Non-competition and the Vantage Deed of Non-
competition by our Controlling Shareholders (as the case may be);

our Company will disclose the decisions with basis on matters reviewed by our
independent non-executive Directors relating to the compliance with and
enforcement of the Deed of Non-competition and the Vantage Deed of Non-
competition and our Controlling Sharecholders will make an annual declaration on
compliance with their undertaking under the Deed of Non-competition and the
Vantage Deed of Non-competition (as the case may be) either in the annual report
of our Company or by way of public announcement;

our Board will be responsible for deciding and given the authority to decide,
without attendance by any Directors with beneficial or conflicting interest in the
New Restricted Business Opportunities referred to our Group by Vantage, Profit
Chain and Globetrade (or their close associates other than members of our
Group) and the exercise of the Pre-emptive Right under the Vantage Non-
competition Undertaking. In addition, our Board may, at the costs of our
Company and from time to time, engage independent financial adviser and other
external professional advisers as they may consider necessary to advise them on
the issues which relate to the above matters;

our Independent Board Committee will be responsible for deciding and given the
authority to decide in the New Opportunities referred to our Group by Mr. Ngai,
Mr. Fung or Team Great (or their close associates other than members of our
Group and/or Vantage Group) and the exercise of the Pre-emptive Right under
the Non-competition Undertaking. In addition, the Independent Board
Committee may, at the costs of our Company and from time to time, engage
independent financial adviser and other external professional advisers as they may
consider necessary to advise them on the issues which relate to the above matters;

any transaction (if any) between (or proposed to be made between) our Group and
connected persons will be required to comply with Chapter 14A of the Listing
Rules, including, where applicable, the announcement, reporting, annual review
and independent Shareholders’ approval requirements and with those conditions
imposed by the Stock Exchange for the granting of waiver from strict compliance
with relevant requirements under the Listing Rules;

in the event that there is conflict of interest in the operations of our Group and
our Controlling Shareholders, any Director, who is considered to be interested in
a particular matter or the subject matter, shall disclose his/her interests to our
Board. Pursuant to the Articles of Association, should a Director have any
material interests in the matter (other than certain matters permitted under note 1
to Appendix 3 to the Listing Rules), he/she shall not vote on the resolutions of the
Board approving the same and shall not be counted in the quorum of the relevant
Board meeting;
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(vii) our Directors will ensure that any material conflict or potential conflict involving
our Controlling Shareholders will be reported to our independent non-executive
Directors as soon as practicable when such conflict or potential conflict is
discovered and a board meeting (excluding Mr. Fung if he has a material conflict
or potential conflict) will be held to review and evaluate the implications and risk
exposure of such event and will monitor any material irregular business activities;
and

(viii)our Company has appointed Ample Capital Limited as our compliance adviser,
which will provide advice and guidance to our Group in respect of compliance
with the applicable laws and Listing Rules including various requirements relating
to directors’ duties and internal control measures.

Our Directors consider that the above corporate governance measures are sufficient to
manage any potential conflict of interests between our Controlling Shareholders and our
Group and to protect the interests of our Shareholders, in particular, the minority
Shareholders.
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OVERVIEW OF CONTINUING CONNECTED TRANSACTIONS

During the Track Record Period, we have entered into transactions with connected
persons of our Company. Following completion of the [REDACTED], we will continue to
have certain transactions which are conducted in our ordinary and usual course of business,
and constitute continuing connected transactions pursuant to the Listing Rules. Set out
below is a summary of these continuing connected transactions:

Annual caps for the financial year
ending 31 march

Item  Parties involved Nature of transaction Duration of agreement 2015 2016 2017
(HKS$ million)

(A) (1) Fungs E & M, a wholly-  Contracting two years from date 48.0 15.0 nil
owned subsidiary of our arrangement between of [REDACTED]
Company; and (2) Able E&  Fungs E & M and
M, a company beneficially Able E & M
indirectly owned as to 50%
by each of Vantage and Mr.
Fung (both are our
Controlling Shareholders)

(B) (1) Fungs E & M, a wholly-  Contracting three years from date 163.0 209.0 183.0
owned subsidiary of our arrangement between of [REDACTED]
Company; and (2) Vantage, Fungs E & M and
one of our Controlling Vantage and its
Shareholders subsidiaries

©) (1) Fungs E & M, a wholly-  Contracting three years from date 96.0 128.0 175.0
owned subsidiary of our arrangement between of [REDACTED]

Company; and (2) Lanon Fungs E & M and
Holdings Limited (“Lanon Lanon Holdings and
Holdings”), a company its subsidiaries
beneficially indirectly

owned as to 78% by Mr.

Ngai Wing Yin, the son of

Mr. Ngai, the latter being

one of our Controlling

Shareholders

CONNECTED PERSONS
As at the Latest Practicable Date:

(a) each of Vantage and Mr. Fung (both are our Controlling Shareholders) is
beneficially indirectly interested in 50% of the shareholdings in Able E & M;

(b) Able Engineering Company Limited (“Able Engineering”), Able Contractors
Limited (“Able Contractors™), Able Contracting Limited (“Able Contracting”) and
Excel Engineering Company Limited (“Excel”) are subsidiaries of Vantage, one of
our Controlling Shareholders; and
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(c) Lanon Development Limited (“Lanon Development”) and Lanon Building Limited
(“Lanon Building”) are beneficially held as to 78% by Mr. Ngai Wing Yin through
his indirect interest in Lanon Holdings. Mr. Ngai Wing Yin is the son of Mr.
Ngai, the latter being a controlling shareholder of Vantage, one of our
Controlling Shareholders.

Accordingly, upon completion of the [REDACTED] (i) Able E & M will become a
connected person of our Company under Rules 14A.07(4) and 14A.12(1)(c) of the Listing
Rules; (i1) Vantage together with its subsidiaries, Able Engineering, Able Contractors, Able
Contracting and Excel will become connected persons of our Company under Rules
14A.07(1), 14A.07(4) and 14A.13(1) of the Listing Rules; and (iii) Lanon Holdings together
with its subsidiaries, Lanon Development and Lanon Building will become connected
persons of our Company under Rules 14A.07(4) and 14A.12(2)(b) of the Listing Rules.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

It is anticipated that, upon completion of the [REDACTED], certain transactions
between a member of our Group and each of Able E & M, Vantage Group and Lanon
Group will continue and therefore will constitute non-exempt continuing connected
transactions of our Company (“Non-exempt Continuing Connected Transactions™) for the
purposes of the Listing Rules. Such Non-exempt Continuing Connected Transactions
include (i) contracting arrangement with Able E & M; (ii) contracting arrangement with
Vantage Group; and (iii) contracting arrangement with Lanon Group.

(i) Contracting arrangement with Able E & M
(a) Background

During and prior to the Track Record Period, Able E & M tendered projects and
contracted building services engineering works under those projects to Fungs E & M
pursuant to the terms of certain contracts entered into between Fungs E & M and Able
E & M. As at the Latest Practicable Date, there were six existing contracts entered into
between our Group and Able E & M which are expected to continue after
[REDACTED] (“Able E & M Contracts”) and the total estimated contract sum and
work orders value under the Able E & M Contracts amounted to approximately
HK$313.8 million.

The respective contracting fees for the relevant building services engineering
works by Fungs E & M under the Able E & M Contracts were arrived at after arm’s-
length negotiations between Able E & M and our Group and were determined with
reference to, among other things, the following factors:

(1) the prevailing market prices of materials and subcontracting services at the
time of tendering for the relevant projects based on the competitive
quotations from suppliers and subcontractors of our Group;
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(i)

(iii)

(iv)

v)

the scale, complexity and specifications of the projects, nature and amount of
works to be performed, the capacity of our Group, the estimated time
required to complete the works and other technical project requirements
under the relevant projects;

the historical fees received from independent third party contractors for
similar projects;

the then estimated gross profit margins of our Group for similar projects
with independent third party contractors at the time of entering into each
contract; and

the fee level in the market and competitive conditions at the contract
negotiation stage.

Our Group considered that the terms of the contracting arrangement with Able E
& M are reasonable and represent normal commercial terms (or terms no less
favourable to our Group than terms available from independent third parties) after
taking into account the following factors:

@

(i)

the terms of contracting arrangement that our Group has had with
independent third party contractors in projects comparing to those with
Able E & M, including but not limited to the terms of payment and retention
money, defect liability period, variation orders, liquidated damages,
termination and estimated gross profit margins obtained by our Group in
those projects; and

when setting the quotation of contracting fees under the Able E & M
Contracts, our Group also considered the chance of success in tendering the
projects to determine the profit margin applicable to the particular project. If
the profit margin was set too high, the chance of successful tender might be
lowered significantly due to the high tender price.

All works under the Able E & M Contracts are expected to be completed by 30
September 2016. Due to the time required for certifying completion and relevant billing
process, part of the relevant contracting fees may only be settled after [REDACTED],
being the intended date for which dealing in the shares of our company on the Stock
Exchange commences. It is currently expected that the remaining balance of such
contracting fees will be settled on or before 31 March 2016.
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(b) Able E & M Contract Agreement

Upon completion of all the service works and the collection of all contracting fees
under the Able E & M Contracts, Able E & M will cease all its operations and
commence its deregistration process.

In anticipation of the [REDACTED], Fungs E & M entered into a contract
agreement on [ ® ] 2014 with Able E & M (the “Able E & M Contract Agreement”) to
govern the overall relationship of the parties in relation to the Able E & M Contracts
according to the requirements under Chapter 14A of the Listing Rules. The term of
such agreement is for a term of two years from the date of [REDACTED].

(¢) Reasons for and benefit of entering into the Able E & M Contract Agreement

Able E & M was established at a time before Vantage Group had acquired any
shareholding interest in our Group when Able E & M was used as a vehicle for Vantage
Group and Mr. Fung to undertake certain building services engineering contracts. As
Able E & M will cease its operations upon completion of all the service works and the
collection of all contracting fees under the Able E & M Contracts, our Directors
considered that the entering into of the Able E & M Contract Agreement would govern
the existing contracting arrangement between Able E & M and Fungs E & M under the
Able E & M Contracts in compliance with the requirements under Chapter 14A of the
Listing Rules.

(d) Historical transaction amounts

The historical transaction amounts under the contracting arrangement between
Able E & M and Fungs E & M under the Able E & M Contracts were approximately
HKS$61.6 million, HK$85.9 million and HK$36.3 million for the years ended 31 March
2012, 2013 and 2014 respectively, which represented approximately 18.2%, 20.3% and
6.2% of the total revenue of our Group during the same period, respectively.

(e) Annual caps

Our Directors anticipate that the maximum amount of contracting fees payable to
Fungs E & M under the Able E & M Contract Agreement shall not exceed the
proposed caps of HK$48.0 million and HK$15.0 million for the years ending 31 March
2015 and 2016 respectively. No contracting fee is expected to be payable to Fungs E &
M by Able E & M for the year ending 31 March 2017 and therefore no cap is proposed
for the same period.

In arriving at the above proposed annual caps, our Directors have considered (i)
the estimated amount of final contracting fees to be paid to Fungs E & M under the
Able E & M Contracts for the years ending 31 March 2015 and 2016, taking into
account the estimated adjustments to be made to the original contract sums based on
the relevant variation orders (in respect of one-off projects) or work orders (in respect
of retainer projects) received for each of the Able E & M Contracts, in each case,
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(i)

subject to the outcome of confirmation of completion by Able E & M; and (ii) the
estimated time required by Able E & M for confirming completion and the relevant
billing process under the Able E & M Contracts.

Contracting arrangement with Vantage Group
(a) Background

During and prior to the Track Record Period, certain subsidiaries of Vantage
tendered projects and contracted the building services engineering works under those
projects to Fungs E & M pursuant to the terms of contracts entered into between
Fungs E & M and the relevant subsidiaries of Vantage. As at the Latest Practicable
Date, there were ten existing contracts entered into between Fungs E & M and the
relevant subsidiaries of Vantage which are expected to continue after [REDACTED]
(the “Vantage Contracts”) and the total estimated contract sum and work orders value
under the Vantage Contracts amounted to approximately HK§414.2 million.

(b) Vantage Contract Framework Agreement

In anticipation of the [REDACTED], on [®] 2014, Fungs E & M and Vantage
entered into a contract framework agreement (the “Vantage Contract Framework
Agreement”) to govern the overall relationship of the parties in relation to the Vantage
Contracts and any future contracts as may be entered into between Fungs E & M and
subsidiaries of Vantage from time to time in relation to the provision of building
services engineering works by Fungs E & M.

The Vantage Contract Framework Agreement is for a term of three years from the
date of [REDACTED] and renewable for a further period of three years subject to
compliance with applicable requirements of the Listing Rules.

(c¢) Pricing policy

Under the Vantage Contract Framework Agreement, the contracting fees payable
by the relevant member of Vantage Group to Fungs E & M under each contract to be
entered into between the relevant member of Vantage Group and Fungs E & M shall be
determined on the basis of the following factors:-

(1) the prevailing market prices of materials and subcontracting services at the
time of tendering for the relevant projects based on the competitive
quotations from suppliers and subcontractors of our Group;

(i1) the scale, complexity and specifications of the projects, nature and amount of
works to be performed, the capacity of our Group, the estimated time
required to complete the works and other technical project requirements
under the relevant projects;

(ii1) the historical fees received from independent third party for similar projects;
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(iv) the estimated gross profit margins of our Group for similar projects with
independent third party contractors at the time of entering into each
contract; and

(v) the fee level in the market and competitive conditions at the contract
negotiation stage.

Under the Vantage Contract Framework Agreement, the parties acknowledged
and confirmed that the contracting fees under each of the Vantage Contracts were
determined with reference to the factors set out above.

Our Group considered that the terms of the contracting arrangement with
Vantage Group are reasonable and represent normal commercial terms (or terms no
less favourable to our Group than terms available from independent third parties) after
taking into account the following factors:

(i) the terms of contracting arrangement that our Group has had with
independent third party contractors in projects comparing to those with
members of Vantage Group, including but not limited to the terms of
payment and retention money, defect liability period, variation orders,
liquidated damages, termination and estimated gross profit margins obtained
by our Group and in those projects; and

(i) when setting the quotation of contracting fees, our Group will also consider
the chance of success in tendering the projects to determine the profit margin
applicable to the particular project. If the profit margin is set too high, the
chance of successful tender might be lowered significantly due to the high
tender price.

(d) Reasons for and benefit of entering into the Vantage Contract Framework
Agreement

Taking into account that our Group has already entered into the Vantage
Contracts with Vantage Group in the past, the long term business relationship with
Vantage Group, their market share in the construction industry as Main Contractors;
and that the contracts entered into between Vantage Group and our Group offer
considerable profits to our Group, our Directors consider that the continuing of
contracting arrangement with Vantage Group will be able to provide our Group with a
stable source of work and income and thus is beneficial to our Group. Entering into of
the Vantage Contract Framework Agreement would allow our Group to govern the
existing and future contracting arrangements with Vantage Group in compliance with
the requirements under Chapter 14A of the Listing Rules.
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(e) Historical transaction amounts

For the years ended 31 March 2012, 2013 and 2014, the contracting fees incurred
by Vantage Group amounted to approximately HK$10.5 million, HK$49.6 million and
HK$69.7 million respectively, which represented approximately 3.1%, 11.7% and
12.0% of our Group’s total revenue during the same period, respectively.

(f) Annual caps

Our Directors anticipate that the maximum amount of contracting fees under
Vantage Contract Framework Agreement shall not exceed the caps of HK$163.0
million, HK$209.0 million and HK$183.0 million for the years ending 31 March 2015,
2016 and 2017 respectively. In arriving at the above proposed annual caps, our
Directors have considered:

(1) the estimated amount of final contracting fees to be paid to Fungs E & M
under the Vantage Contracts for the years ending 31 March 2015, 2016 and
2017, taking into account (a) the estimated adjustments to be made to the
original contract sums based on the relevant variation orders (in respect of
one-off projects) or work orders (in respect of retainer projects) received and/
or expected to be received for each of the Vantage Contracts, in each case,
subject to the confirmation of completion by the relevant member of Vantage
Group; and (b) the estimated time required by the relevant member of
Vantage Group for confirming completion and the relevant billing process
under the Vantage Contracts; and

(i1) a projection of the contracting fees that our Group is expected to receive
from Vantage Group in respect of new contracts to be awarded by Vantage
Group by way of restricted tender, such projection was determined based on
(a) the average historical value of contracts awarded by Vantage Group to
Fungs E & M per year during the Track Record Period; (b) the average
historical project duration over the Track Record Period; and (c¢) an
estimated growth of around 11% to 12% each year in contract value which is
based on the CAGR of the gross output value of the building services
industry in Hong Kong from 2011 to 2013 according to the Ipsos Report.

The increase of the above proposed caps from the historical transaction amounts
set out above is largely due to the fact that two of the Vantage Contracts (Project 15
and Project 35 as referred to in the section headed “Business” of this document) have
an expected contract sum totalling HKS$131.7 million and HKS$109.9 million
respectively, and the aggregate amount billed up to the end of the Track Record
Period for such two Vantage Contracts was only HK$15.4 million.
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(iii) Contracting arrangement with Lanon Group
(a) Background

During the Track Record Period, certain subsidiaries of Lanon Holdings tendered
projects and contracted the building services engineering works under those projects to
Fungs E & M pursuant to the terms of contracts entered into between Fungs E & M
and the relevant subsidiaries of Lanon Holdings. As at the Latest Practicable Date,
there were four existing contracts entered into between Fungs E & M and the relevant
subsidiaries of Lanon Holdings which are expected to continue after [REDACTED)]
(the “Lanon Contracts”) and the total estimated contract sum and work orders value
under the Able E & M Contracts amounted to approximately HK$282.9 million.

(b) Lanon Contract Framework Agreement

In anticipation of the [REDACTED], Fungs E & M entered into a contract
framework agreement on [®] 2014 with Lanon Holdings (the “Lanon Contract
Framework Agreement”) to govern the overall relationship of the parties in relation to
the Lanon Contracts and future contracts as may be entered into between Fungs E &
M and subsidiaries of Lanon Holdings from time to time in relation to the provision of
building services engineering works by Fungs E & M.

The Lanon Contract Framework Agreement is for a term of three years from the
date of [REDACTED] and renewable for a further period of three years subject to
compliance with applicable requirements of the Listing Rules.

(c¢) Pricing policy

Under the Lanon Contract Framework Agremeent, the contracting fees payable
by the relevant member of Lanon Group to Fungs E & M under each contract to be
entered into between the relevant member of Lanon Group and Fungs E & M shall be
determined on the basis of the following factors:

(i) the prevailing market prices of materials and subcontracting fees at the time
of tendering for the relevant projects based on the competitive quotations
from suppliers and subcontractors of our Group;

(i) the scale, complexity and specifications of the projects, nature and amount of
works to be performed, the capacity of our Group, the estimated time
required to complete the works and other technical project requirements
under the relevant projects;

(iii) the historical fees received from independent third party contractors for
similar projects;

(iv) the estimated gross profit margins of our Group for similar projects with
independent third party contractors at the time of entering into each
contract; and
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(v) the fee level in the market and competitive conditions at the contract
negotiation stage.

Under the Lanon Contract Framework Agreement, the parties acknowledged and
confirmed that the contracting fees under each of the Lanon Contracts were
determined with reference to the factors set out above.

Our Group considered that the terms of the contracting arrangement with Lanon
Group are reasonable and represent normal commercial terms (or terms no less
favourable to our Group than terms available from independent third parties) taking
into account the factors set out below:

(1) the terms of contracting arrangement that our Group has had with
independent third party contractors in projects comparing to those with
members of Lanon Group, including but not limited to the terms of payment
and retention money, defect liability period, variation orders, liquidated
damages, termination and estimated gross profit margins obtained by our
Group; and

(i1)) when setting the quotation of contracting fees, our Group will also consider
the chance of success in tendering the projects to determine the profit margin
applicable to the particular project. If the profit margin is set too high, the
chance of successful tender might be lowered significantly due to the high
tender price.

(d) Reasons for and benefit of entering into the Lanon Contract Framework Agreement

Taking into account that our Group has already entered into the Lanon Contracts
with Lanon Group in the past, the contracts entered into between Lanon Group and
our Group has offered considerable profits to our Group historically, our Directors
consider that the continuing of contracting arrangement with Lanon Group will be
able to provide our Group with a stable source of work and income and thus is
beneficial to our Group. Entering into of the Lanon Contract Framework Agreement
would allow our Group to govern the existing and future contracting arrangements
with Lanon Group in compliance with the requirements under Chapter 14A of the
Listing Rules.

(e) Historical transaction amounts

The historical transaction amounts under the contracting arrangment between
Lanon Group and Fungs E & M were nil, HK$0.2 million and HK$56.2 million for the
years ended 31 March 2012, 2013 and 2014 respectively, which represented
approximately nil, 0.1% and 9.7% of our Group’s total revenue during the same
period respectively.
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(f) Annual caps

Our Directors anticipate that the maximum amount of contracting fee payable to
Fungs E & M under the Lanon Contract Framework Agreement for the years ending
31 March 2015, 2016 and 2017 shall not exceed the proposed caps of HK$96.0 million,
HKS$128.0 million and HK$175.0 million respectively. In arriving at the above
proposed annual caps, our Directors have considered:

(1) the estimated amount of final contracting fees to be paid to Fungs E & M
under the Lanon Contracts for the years ending 31 March 2015, 2016 and
2017, taking into account (a) the estimated adjustments to be made to the
original contract sums based on the relevant variation orders (in respect of
one-off projects) or work orders (in respect of retainer projects) received and/
or expected to be received for each of the Lanon Contracts, in each case,
subject to the confirmation of completion by the relevant member of Lanon
Group; and (b) the estimated time required by the relevant member of Lanon
Group for confirming completion and the relevant billing process under the
Lanon Contracts; and

(i1) a projection of the contracting fees that our Group is expected to receive
from Lanon Group in respect of new contracts to be awarded by Lanon
Group by way of restricted tender, such projection was determined based on
(a) the average historical value of contracts awarded by Lanon Group to
Fungs E & M per year during the Track Record Period; (b) historical average
project duration over the Track Record Period; and (c) an estimated growth
of around 11% to 12% each year in contract value which is based on the
CAGR of the gross output value of the building services industry in Hong
Kong from 2011 to 2013 according to the Ipsos Report.

The increase of the above proposed caps from the historical transaction amounts
set out above is mainly due to the fact that two of the Lanon Contracts (Project 34 and
Project 36 as referred to in the section headed “Business” of this document), the
contract sum of which totalling HK$128.5 million and HK$98.2 million respectively,
only commenced in April 2013 and will end in March 2016 and the aggregate amount
billed up to the end of the Track Record Period for such two Lanon Contracts was only
HK$24.0 million.
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CONFIRMATION FROM OUR DIRECTORS

Our Directors (including our independent non-executive Directors) are of the view that
(i) the Non-exempt Continuing Connected Transactions have been and shall be entered into
in the ordinary and usual course of business of our Group, are on normal commercial terms
or better and the terms of the Able E & M Contract Agreement, the Vantage Contract
Framework Agreement and the Lanon Contract Framework Agreement are fair and
reasonable and are in the interests of our Company and the Shareholders as a whole; and
(i1) the respective proposed annual caps set for the Non-exempt Continuning Connected
Transactions are fair and reasonable and in the interests of our Company and the
Shareholders as a whole.

CONFIRMATION FROM THE SPONSOR

The Sponsor has reviewed the relevant information and historical figures prepared and
provided by our Company in relation to the Non-exempt Continuing Connected
Transactions and have also conducted due diligence by discussing with our Company and
have obtained the necessary representations and confirmation from our Company and our
Controlling Shareholders. On this basis, the Sponsor is of the view that (i) the Non-exempt
Continuing Connected Transactions have been entered into in the ordinary and usual
course of business, on normal commercial terms or better, and the terms of each of the Able
E & M Contract Agreement, the Vantage Contract Framework Agreement and the Lanon
Contract Framework Agreement are fair and reasonable and in the interests of our
Company and the Shareholders as a whole; and (ii) the respective proposed annual caps (if
applicable) set for the Non-exempt Continuing Connected Transactions are fair and
reasonable as far as the Shareholders are concerned and in the interests of our Company
and the Shareholders as a whole.

LISTING RULES IMPLICATIONS

The applicable percentage ratios (other than the profits ratio) of the transactions
contemplated under each of the Able E & M Contract Agreement, the Vantage Contract
Framework Agreement and the Lanon Contract Framework Agreement are, on an annual
basis, expected to be 5% or more and the total annual consideration is expected to be
HK$10,000,000 or more. As such, the transactions contemplated under the Able E & M
Contract Agreement, the Vantage Contract Framework Agreement and the Lanon Contract
Framework Agreement will not be exempted from the circular and shareholders’ approval
requirements pursuant to Rule 14A.76(2) of the Listing Rules. The transactions
contemplated under the Able E & M Contract Agreement, the Vantage Contract
Framework Agreement and the Lanon Contract Framework Agreement are subject to the
reporting and announcement requirements set out in Rules 14A.35 to 14A.49, the circular
and shareholders’ approval requirement set out in Rules 14A.36 to 14A.48, the annual
review requirements set out in Rules 14A.55 to 14A.59 and the written agreement
requirements set out in Rule 14A.34, Rule 14A.51 and 52 of the Listing Rules.
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WAIVER APPLICATION FOR NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

As the Non-exempt Continuing Connected Transactions will continue after the
[REDACTED] on a recurring basis and have been entered into prior to the [REDACTED]
and have been fully disclosed in this document and potential investors will participate in the
[REDACTED] on the basis of such disclosure, our Directors consider that strict compliance
with the announcement requirement and independent shareholders’ approval requirements
under the Listing Rules would be unduly burdensome and would at times be impracticable.
As such, we have applied for, and the Stock Exchange [has granted us], a waiver from strict
compliance with the reporting, announcement, circular and shareholders’ approval
requirements as set out in Chapter 14A of the Listing Rules for the transactions
contemplated under the Able E & M Contract Agreement, the Vantage Contract
Framework Agreement and the Lanon Contract Framework Agreement, subject to (i) the
annual caps stated above are not exceeded; and (ii) that our Company complies with
Chapter 14A of the Listing Rules, in particular, Rule 14A.51 to Rule 14A.59 in relation to
the Non-exempt Continuing Connected Transactions.

Internal control procedures

To ensure future transactions conducted under each of the Able E & M Contract
Agreement, the Vantage Contract Framework Agreement and the Lanon Contract
Framework Agreement are within the framework of the respective agreements, our
Company have adopted the following internal control procedures:

(1) in respect of each restricted tender invitation from members of Vantage Group or
Lanon Group, before the submission of tender documents (including the
quotation for contracting fees to be charged by our Group), a separate
management personnel of our Company not involved in the preparation of the
initial quotation will review the drafts to ensure the contracting fees quotations
are based on the pricing policies of our Group and the terms of the Vantage
Contract Framework Agreement and the Lanon Contract Framework Agreement,
as applicable; and

(i) regular reports regarding our Group’s transactions with Vantage Group, Able E
& M and Lanon Group contemplated by the Vantage Contract Framework
Agreement, Able E & M Contract Agreement and the Lanon Contract Framework
Agreement and other relevant information will be provided to our independent
non-executive Directors who will conduct semi-annual review to ensure (i) terms
of the relevant underlying contracts are fair and reasonable and in the interests of
the Shareholders as a whole (including whether the contracting fees are
determined based on the pricing policies of our Group mentioned above); and
(i1) all transactions during the relevant periods with Vantage Group, Able E & M
and Lanon Group are carried out the accordance with the relevant underlying
contracts.
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Our Directors believe that the above measures will ensure that our Group’s
transactions with Vantage Group and Lanon Group are and will be conducted on normal
commercial terms and the terms are not and will not be prejudicial to the interests of our
Company and our minority Shareholders.

The independent non-executive Directors and auditors of our Company will review
whether the relevant Non-exempt Continuing Connected Transactions have been entered
into based on the principal terms and pricing policies as disclosed in this document. The
confirmations of the independent non-executive Directors and auditors will be disclosed
annually, as required by the Listing Rules.

Able E & M, Vantage Group and Lanon Group will undertake to provide our Group’s
management and auditors full access to its relevant records for the purpose of the auditors’
review of the relevant connected transactions.

If any terms of the transactions under the Able E & M Contract Agreement, the
Vantage Contract Framework Agreement and the Lanon Contract Framework Agreement
are altered or if our Company enters into any new agreements with any connected persons
(within the meaning of the Listing Rules) in the future, our Company will fully comply with
the relevant requirements under Chapter 14A of the Listing Rules unless we apply for and
obtain a separate waiver from the Stock Exchange.

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those existing as at the Latest Practicable Date on transactions of the
kind to which the connected transactions referred to in this document belong, including, but
not limited to, requirements that these transactions be subject to reporting, announcement
and/or independent shareholders’ approval, our Company will take appropriate steps to
ensure compliance with such requirements within a reasonable time.

In addition, we will comply with all applicable rules as prescribed under Chapter 14A
of the Listing Rules unless they are specifically exempted.
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Assuming the [REDACTED)] is not exercised at all, and 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: HKS$

1,000,000,000 Shares 10,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion of the

[REDACTED]:
HK$
[1,000,000] Shares in issue at the date of this document [10,000]
[REDACTED] Shares to be issued pursuant to the Capitalisation [REDACTED]

Issue
[REDACTED] Shares to be issued pursuant to the [REDACTED] [REDACTED)]

Total:

[REDACTED] Shares [REDACTED]

Assuming the [REDACTED] is exercised in full, and 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$

1,000,000,000 Shares 10,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion of the

[REDACTED]:
HKS$
[1,000,000] Shares in issue at the date of this document [10,000]
[REDACTED] Shares to be issued pursuant to the Capitalisation [REDACTED]
Issue
[REDACTED] Shares to be issued pursuant to the [REDACTED] [REDACTED]
[REDACTED] Shares to be issued upon exercise of the [REDACTED]
[REDACTED] in full
Total:
[REDACTED] Shares [REDACTED]

- 187 -



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

SHARE CAPITAL

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 [REDACTED] other than participation in the Capitalisation Issue.

CAPITALISATION ISSUE

Pursuant to the resolutions of our sole Shareholder passed on [ ® ] 2014, subject to the
share premium account of our Company having sufficient balance, or otherwise being
credited as a result of the issue of [REDACTED] pursuant to the [REDACTED], our
Directors are authorised to allot and issue a total of [REDACTED] Shares credited as fully
paid at par to the holder(s) of Shares on the register of members of our Company at the
close of business on [ ® ] 2014 (or as it/they may direct) in proportion to its/their respective
shareholdings (save that no Shareholder shall be entitled to be allotted or issued any
fraction of a Share) by way of capitalisation of the sum of HK$S{[REDACTED] standing to
the credit of the share premium account of our Company, and the Shares to be allotted and
issued pursuant to such resolution shall rank pari passu in all respects with the existing
issued Shares.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the conditions as stated in section headed “Structure and Conditions 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 the
Capitalisation Issue; 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.

This mandate does not cover Shares to be allotted, issued, or dealt with under a rights
issue or upon the exercise of the [REDACTED)] or the options which may be granted under
the Share Option Scheme. This general mandate to issue Shares will remain in effect until:

(a) the conclusion of our Company’s next annual general meeting;
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(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 Articles of
Association; or

(c) it is varied or revoked by an ordinary resolution of our Shareholders at general
meeting, whichever is the earliest.

Further details of this general mandate are set out to the section headed “Further
information about our Company — Written resolutions of our sole Sharcholder passed on
[*]2014” in Appendix V to this document.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on conditions as stated in section headed “Structure and Conditions 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 Capitalisation Issue and the [REDACTED] (excluding Shares which
may be issued under the [REDACTED] or 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 “Further Information about our Company —
Repurchases of our Shares by our Company” in Appendix V to this document.

The general mandate to repurchase Shares will remain in effect until:
(1) the conclusion of our Company’s next annual general meeting;

(i1) 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 Articles of
Association; or

(ii1) it is varied or revoked by an ordinary resolution of our Shareholders at general
meeting, whichever is the earliest.

Further details of this general mandate are set out in the section headed “Further
information about our Company — Written resolutions of our sole Sharecholder passed on
[*]2014” in Appendix V to this document.
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SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme. Details of the principal
terms of the Share Option Scheme are summarised in the paragraph headed “Share Option
Scheme” as set out in Appendix V to this document.

Our Group does not have any outstanding share options, warrants, convertible
instruments, [REDACTED] share options or similar rights convertible into the Shares as at
the Latest Practicable Date.
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As at the date of this document, details of the respective shareholding of our
substantial Shareholders in our Company are as follows:

Number of Approximate
Share(s) percentage of

Name of substantial shareholder Nature of interest held issued Shares
Team Great Beneficial owner 1 100%
Mr. Fung (Note 1) Interest in a controlled 1 100%
corporation
Globetrade Limited (Note 1) Interest in a controlled 1 100%
corporation
Profit Chain (Note 2) Interest in a controlled 1 100%
corporation
Vantage (Note 3) Interest in a controlled 1 100%
corporation
Winhale Ltd. (Note 3) Interest in a controlled 1 100%
corporation
Braveway Limited (Note 4) Interest in a controlled 1 100%
corporation
HSBC International Trustee Interest in a controlled 1 100%
Limited (Note 4) corporation
Mr. Ngai (Note 5) Interest in a controlled 1 100%
corporation
Spouse of Mr. Fung (Note 6) Interest of spouse 1 100%
Spouse of Mr. Ngai (Note 7)  Interest of spouse 1 100%
Notes:

1. Team Great is owned as to 50% by Mr. Fung, 40% by Globetrade Limited and 10% by Mr. Fung
Chuen.

2. Globetrade Limited is wholly-owned by Profit Chain which is in turn wholly-owned by Vantage.
3. Winhale Ltd. is ultimately beneficially owned by the Xyston Trust, a discretionary family trust

settled by Mr. Ngai for the benefit of himself and his family members. Winhale Ltd. is interested in
48.02% of the voting shares in Vantage.
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4. Braveway Limited and HSBC International Trustee Limited are deemed to be interested in the
shares of Vantage held by Winhale Ltd. by virtue of the fact that Winhale Ltd. is wholly-owned by
the trust of which Braveway Limited is the trustee. This trust is in turn 99.99% owned by Xyston
Trust which HSBC International Trustee Limited is the trustee. Braveway Limited and HSBC
International Trustee Limited are deemed to be interested in 48.02% of the voting shares in
Vantage.

5. Mr. Ngai, is interested in 1,080,011,200 shares of Vantage, which comprise 6,250,800 shares held by
himself, the deemed interest in 838,760,400 shares held by Winhale Ltd. and 235,000,000 shares held
by Fame Yield International Limited by virtue of his interest in the entire issued share capital of

Fame Yield International Limited and he was the settlor and a beneficiary of the Xyston Trust. Mr.
Ngai is interested in approximately 61.83% of the voting shares in Vantage.

6. Ms. Lee Yuk Hing is the spouse of Mr. Fung.

7. Ms. Cheng Wai Chun is the spouse of Mr. Ngai.
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So far as is known to our Directors, immediately following the completion of the
[REDACTED] and the Capitalisation Issue (but without taking into account any Shares
which may be issued upon the exercise of the [ REDACTED] and the Share Option Scheme),
the following persons will have an interest and/or a short position in the Shares or
underlying Shares which would be required to be disclosed to our Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO or 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:

Approximate
percentage of

Number of issued Shares

Shares held after immediately

the after the

[IREDACTED] |REDACTED]

and the and the

Capitalisation Capitalisation

Name Nature of interest Issue Issue

Team Great Beneficial owner [REDACTED] [REDACTED]

Mr. Fung (Note 1) Interest in a controlled [REDACTED] [REDACTED]
corporation

Globetrade Limited Interest in a controlled [REDACTED] [REDACTED]
(Note 1) corporation

Profit Chain (Note 2) Interest in a controlled [REDACTED] [REDACTED]
corporation

Vantage (Note 3) Interest in a controlled [REDACTED] [REDACTED]
corporation

Winhale Ltd. (Note 3) Interest in a controlled [REDACTED] [REDACTED]
corporation

Braveway Limited Interest in a controlled [REDACTED] [REDACTED]
(Note 4) corporation

HSBC International Interest in a controlled [REDACTED] [REDACTED]
Trustee Limited corporation

(Note 4)

Mr. Ngai (Note 5) Interest in a controlled [REDACTED] [REDACTED]
corporation

Spouse of Mr. Fung Interest of spouse [REDACTED] [REDACTED]

(Note 6)
Spouse of Mr. Ngai Interest of spouse [REDACTED] [REDACTED]

(Note 7)
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Notes:

1. Team Great is owned as to 50% by Mr. Fung, 40% by Globetrade Limited and 10% by Mr. Fung
Chuen. Both Mr. Fung and Globetrade Limited are deemed to be interested in [REDACTED]
Shares owned by Team Great by virtue of the SFO.

2. Globetrade Limited is wholly-owned by Profit Chain which is in turn wholly-owned by Vantage.
Profit Chain and Vantage are deemed to be interested in [REDACTED] Shares owned by Team
Great which is owned as to 40% by Globetrade Limited by virtue of the SFO.

3. Winhale Ltd. is ultimately beneficially owned by the Xyston Trust, a discretionary family trust
settled by Mr. Ngai for the benefit of himself and his family members. Winhale Ltd. is deemed to be
interested in [REDACTED)] Shares held by Team Great under the SFO by virtue of its interest in
48.02% of the voting shares in Vantage. Team Great is owned as to 40% by Globetrade Limited
which is in turn wholly-owned by Profit Chain which is in turn wholly-owned by Vantage.

4. Braveway Limited and HSBC International Trustee Limited are deemed to be interested in the
shares of Vantage held by Winhale Ltd. by virtue of the fact that Winhale Ltd. is wholly-owned by
the trust of which Braveway Limited is the trustee. This trust is in turn 99.99% owned by Xyston
Trust which HSBC International Trustee Limited is the trustee. Braveway Limited and HSBC
International Trustee Limited are deemed to be interested in [REDACTED] Shares held by Team
Great under the SFO by virtue of their interest in 48.02% of the voting shares in Vantage. Team
Great is owned as to 40% by Globetrade Limited which is in turn wholly-owned by Profit Chain
which is in turn wholly-owned by Vantage.

5. Mr. Ngai, is interested in 1,080,011,200 shares of Vantage, which comprise 6,250,800 shares held by
himself, the deemed interest in 838,760,400 shares held by Winhale Ltd. and 235,000,000 shares held
by Fame Yield International Limited by virtue of his interest in the entire issued share capital of
Fame Yield International Limited and he was the settlor and a beneficiary of the Xyston Trust. Mr.
Ngai is deemed to be interested in [REDACTED] Shares held by Team Great under the SFO by
virtue of his interest in approximately 61.83% of the voting shares in Vantage. Team Great is owned
as to 40% by Globetrade Limited which is wholly-owned by Profit Chain which is in turn wholly-
owned by Vantage.

6. Ms. Lee Yuk Hing is the spouse of Mr. Fung and is deemed to be interested in [REDACTED] Shares
owned by Team Great which is owned as to 50% by Mr. Fung by virtue of the SFO.

7. Ms. Cheng Wai Chun is the spouse of Mr. Ngai and is deemed to be interested in the [REDACTED]
Shares owned by Team Great because of Mr. Ngai’s deemed interest in the same Shares by virtue of
the SFO.

Save as disclosed herein, our Directors are not aware of any persons who immediately
following the completion of the [REDACTED] and the Capitalisation Issue, without taking
into account any Shares that may be allotted and issued pursuant to the exercise of the
[REDACTED] and the Share Option Scheme, will have an interest or a short position in
any Shares which would be required to be disclosed to our Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or be directly or
indirectly 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.
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For persons who are directly and/or indirectly interested in 10% or more of the
nominal value of any class of share capital carrying the rights to vote in all circumstances at
the general meeting of our Company immediately following the completion of the
[REDACTED], please refer to the section headed “Further Information about Directors
and Substantial Shareholders — Disclosure of interests” in Appendix V to this document.

We are not aware of any arrangement which may result in any change of control in our
Company at any subsequent date.
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Our Board of Directors consists of six Directors, comprising three executive Directors
and three independent non-executive Directors. The following table sets out the key
information concerning our Directors and our senior management:

Name

Mr. FUNG Chi Wing
(5%

Ms. FUNG Mei Lan
GES D

Ir WONG Chi Wai

(H )

Ir HO Pun Hing
(T B

Ir SZETO Ka Sing
(FIEZ )

Dr. LEUNG Shiu Ki
Albert (Z2JKAL)

Mr. KUNG Hei Ning
()

Age

52

53

50

76

61

28

Date of joining

our Group

July 1994

September
1997

November
1998

[*]

April 2014

Position

Executive Director
and Chairman

Executive Director

Executive Director
and Chief
Executive
Officer

Independent Non-
executive
Director

Independent Non-
executive
Director

Independent Non-
executive
Director

Financial
Controller &
Company
Secretary

Date of

Appointment Roles and Responsibilities

26 June 2014 All major affairs of our
Group, including its
overall business
development, management
and operations; chairman
of nomination committee

26 June 2014 The management of our
Group’s financial and
procurement department

26 June 2014 The overall development and
management of our
Group’s operations;
member of remuneration
committee

[*] Participating in the decision-
making of our significant
events; and advising on
issues such as corporate
governance, connected
transactions; member of
audit committee, chairman
of remuneration
committee and member of
nomination committee

[*] Participating in the decision-
making of our significant
events; and advising on
issues such as corporate
governance, connected
transactions; member of
audit committee

[*] Participating in the decision-
making of our significant
events; and advising on
issues such as corporate
governance, connected
transactions; chairman of
audit committee, member
of remuneration
committee and nomination
committee

26 June 2014 Financial management and

reporting, investor
relations, fund raising and
capital management

Relationship among
them

Brother of Ms. FUNG
Mei Lan

Sister of Mr. FUNG

N/A

N/A

N/A

N/A

N/A

Save as disclosed above, our Directors and senior management do not have any
relationships with one another, other than being our Directors and senior management of

our Group.
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Executive Directors

Mr. FUNG Chi Wing (H& %), aged 52, is the founder of our Group and one of our
Controlling Shareholders. He was appointed as the chairman of our Board and an executive
Director on 26 June 2014. Mr. Fung is the brother of Ms. Fung Mei Lan. He is also a
director of Fungs E & M. Mr. Fung has over 38 years of experience in the building services
engineering industry. Between 1976 and 1985, he worked for Tin Shing Engineering Co. an
electrical engineering company in Hong Kong where he was involved in many government
electrical installation work projects. Mr. Fung is primarily responsible for all major affairs
of our Group, including its overall business development, management and operations.

During the period between November 1997 and January 2013, Mr. Fung was a director
of Central Lighting Company Limited (“Central Lighting”). In January 2013, Central
Lighting was dissolved by deregistration based on its own application pursuant to section
291AA of the predecessor Companies Ordinance, Chapter 32 of the Laws of Hong Kong.
Mr. Fung confirmed that there was no wrongful act on his part leading to the dissolution of
Central Lighting by deregistration and that, as far as Mr. Fung is aware, no actual or
potential claim has been or will be made against him as a result of such dissolution. Our
Directors are of the view that Mr. Fung has the character, experience and integrity and is
able to demonstrate a standard of competence commensurate with his position as a director
of a listed issuer.

Mr. Fung has not held any directorship in any public companies the securities of which
are or have been listed on any securities market in Hong Kong or overseas in the past three
years.

Ms. FUNG Mei Lan (£53B), aged 53, was appointed as an executive Director on 26
June 2014. Ms. Fung is the sister of Mr. Fung. Ms. Fung joined our Group in September
1997 and has over 15 years’ experience in accounting, financing and administration in the
building services engineering industry and is primarily responsible for the management of
our Group’s financial and procurement department.

Ms. Fung has not held any directorship in any public companies the securities of which
are or have been listed on any securities market in Hong Kong or overseas in the past three
years.

Ir WONG Chi Wai (¥ &), aged 50, was appointed as an executive Director and the
Chief Executive Officer of our Company on 26 June 2014 and is primarily responsible for
the overall development and management of our Group’s operations. He is also a director
of Fungs E & M. Ir Wong joined our Group in November 1998 as a project manager. Before
joining our Group, he worked at the Hongkong Electric Company Limited, a major
electricity supplier in Hong Kong, as graduate trainee in September 1990 and was later
promoted to assistant engineer from September 1992 to November 1994. From June 1997 to
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October 1998, Ir Wong worked as an engineer in the infrastructure development department
of  Hutchison Telecommunications (Hong Kong) Limited, an integrated
telecommunications operator in Hong Kong. Ir Wong has over 15 years of experience in
the management and execution of building services engineering projects.

Ir Wong was awarded with the Bachelor of Engineering Degree (Electrical & Electronic
Engineering) in June 1990 from the Council for National Academic Awards (CNAA) in the
United Kingdom. He obtained a Master of Engineering Management degree in October
1996 from the University of Technology, Sydney, and a Master of Science Degree in
Engineering (Building Services Engineering) in November 2001 from the University of
Hong Kong. Ir Wong is a Chartered Engineer, a Fellow of the Institution of Engineering &
Technology and the Institution of Mechanical Engineers in the United Kingdom. Ir Wong
is also a member of the HKIE, a Registered Professional Engineer (Electrical & Building
Services) and a Registered Energy Assessor in Hong Kong.

Ir Wong has not held any directorship in any public companies the securities of which
are or have been listed on any securities market in Hong Kong or overseas in the past three
years.

Independent Non-executive Directors

Ir HO Pun Hing (fff##) aged 76, was appointed as an independent non-executive
Director on [®]. Ir Ho obtained a Diploma in Electrical Engineering awarded by the
Institution of Electrical Engineers, the United Kingdom in 1962 and a Master Degree of
Science with honours awarded by National University of Ireland in March 2003. He is also
a Fellow of the HKIE, the Institution of Engineering and Technology (previously known as
Institution of Electrical Engineers), the United Kingdom, and the Institution of Mechanical
Engineers, the United Kingdom.

Ir Ho worked for the Government as a Building Services Engineer from 1973 to 1998,
when he retired as Chief Building Services Engineer. Ir Ho joined our Company as the
technical director from November 1998 to November 2004. During this period, Ir Ho was
responsible for the contractual and technical matters of building services engineering
projects.

Ir Ho has been serving as a council member of The Hong Kong Electrical Contractors’
Association Limited for over 13 years. He was also a council member with The
Pneumoconiosis Compensation Fund Board from 2006 to 2011, and chairman of HKIE
(Electrical Division) from 1991 to 1992. Currently, he serves as a technical advisor of The
Hong Kong Federation of Electrical & Mechanical Contractors Limited.

Ir Ho has not held any directorship in any public companies the securities of which are
or have been listed on any securities market in Hong Kong or overseas in the past three
years.

Ir SZETO Ka Sing (R#E% ), aged 61, was appointed as an independent non-
executive Director on [ ® ]. Ir Szeto passed the Engineering Council Examination (Part 2)
organised by the Engineering Council (the United Kingdom) in July 1987. Ir Szeto is a
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Chartered Engineer, a Fellow of the HKIE, the Institution of Mechanical Engineers (the
United Kingdom), the Institute of Marine Engineering, Science & Technology (the United
Kingdom), and the Energy Institute (the United Kingdom). He is also a Registered
Professional Engineer (Mechanical, Marine and Naval Architecture) and a Registered
Energy Assessor in Hong Kong.

Ir Szeto worked for Shell Hong Kong Ltd. as an engineer from April 1981 and retired
as the technical & engineering manager in July 2013. He was chairman of HKIE
(Mechanical, Marine, Naval Architecture and Chemical Division) in 2003 and 2004, the
Chairman of HKIE (Gas & Energy Division) in 2004 and 2005, and the Chairman of the
Institution of Mechanical Engineers (Hong Kong Branch) in 2012, 2013 and 2014. Ir Szeto
was a member of the Appeal Board Panel (Amusement Rides (Safety)) from February 2011
to January 2014. Ir Szeto has been a member of the Appeal Board Panel (under Lifts and
Escalators Ordinance) from March 2013 to March 2016 and a member of the Disciplinary
Tribunal Panel (under Builders’ Lifts and Tower Working Platforms (Safety) Ordinance
(Cap. 470)) since April 2014.

Ir Szeto has not held any directorship in any public companies the securities of which
are or have been listed on any securities market in Hong Kong or overseas in the past three
years.

Dr. Leung Shiu Ki Albert G#£Jk#), aged [64], was appointed as our independent non-
executive Director on [®]. Dr. Leung obtained a Doctorate degree of Philosophy in
Economics from Shanghai University of Finance and Economics in September 2007, a
Master degree of Business Administration from Brunel University, United Kingdom in
December 1985 and a Diploma in Management Studies from The Polytechnic of Central
London, United Kingdom in October 1983.

Dr. Leung was admitted as an associate of The Chartered Association of Certified
Accountants (now known as Association of Chartered Certified Accountants) in February
1987 and became an associate of the Hong Kong Society of Accountants (now known as
HKICPA) in September 1988. Dr. Leung was appointed as a Governor of The Hong Kong
Kidney Foundation.

He is currently the Financial and Business Consultant of Beauchamp International
Development Limited and is responsible for providing financial and business development
service. Dr. Leung currently also serves as an independent non-executive director in Oi Wah
Pawnshop Credit Holdings Limited and Tack Fiori International Group Limited, both of
which are companies listed on the Main Board of the Stock Exchange. Between 14 January
1985 and 31 March 1986, Dr. Leung worked for Greater London Citizens Advice Bureaux
Service as an assistant finance officer which was the second most senior position in the
finance department.

Save as disclosed above, Dr. Leung has not held any directorship in any public
companies the securities of which are or have been listed on any securities market in Hong
Kong or overseas in the past three years.

Save as disclosed above, there is no other information in respect of our Directors that

is discloseable pursuant to Rules 13.51(2)(a) to (v) of the Listing Rules and there is no other
matter that needs to be brought to the attention of our Shareholders.
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FINANCIAL CONTROLLER AND COMPANY SECRETARY

Mr. KUNG Hei Ning (8% %), aged [28], was appointed as the Financial Controller
and Company Secretary of our Company on 26 June 2014. He is mainly responsible for the
financial management and reporting, investor relations, fund raising and capital
management of our Group.

Mr. Kung obtained a Bachelor’s degree in business administration in accounting from
the Hong Kong University of Science and Technology in July 2008. Before joining our
Group in April 2014, Mr. Kung worked as an accountant in Assurance Department of Ernst
& Young, a multinational professional services firm, from October 2008 to September 2013
and was later promoted as the audit manager in October 2013. Mr. Kung is a member of the
Hong Kong Institute of Certified Public Accountants.

BOARD COMMITTEES
Audit Committee

We have established a Board audit committee pursuant to a resolution of our Directors
passed on [ ® | with written terms of reference in compliance with the Corporate Governance
Code and the Corporate Governance Report as set out in Appendix 14 to the Listing Rules.
The primary duties of the Audit Committee are to review our Company’s financial
information and supervise our financial reporting system and internal controls procedures.

The audit committee currently consists of three independent non-executive Directors.
The members of the audit committee are currently Dr. Leung Shiu Ki Albert, Ir Ho Pun
Hing and Ir Szeto Ka Sing and the chairman is Dr. Leung Shiu Ki Albert.

Remuneration Committee

We have established a Board remuneration committee pursuant to a resolution of our
Directors passed on [ ® ] with written terms of reference in compliance with the Code on
Corporate Code and Corporate Governance Report as set out in Appendix 14 to the Listing
Rules. The primary function of the remuneration committee is to make recommendations to
the Board on our Company’s policy and structure for all remuneration of directors and
senior management and on the establishment of a formal and transparent procedure for
developing remuneration policy.

The remuneration committee currently consists of Ir Ho Pun Hing, Dr. Leung Shiu Ki
Albert and Ir Wong Chi Wai. It is currently chaired by Ir Ho Pun Hing, an independent
non-executive Director.

Nomination Committee

We have established a Board nomination committee pursuant to a resolution of our
Directors passed on [ ® ] with written terms of reference in compliance with the Corporate
Governance Code and Corporate Governance Report as set out in Appendix 14 to the
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Listing Rules. The primary duties of the nomination committee are to make
recommendations to the Board on the appointment or re-appointment of Directors and
succession planning for Directors, in particular the Chairman and Chief Executive Officer.

The nomination committee currently consists of Mr. Fung Chi Wing, Dr. Leung Shiu
Ki Albert and Ir Ho Pun Hing and is currently chaired by Mr. Fung Chi Wing.

SHARE OPTION SCHEME

The Share Option Scheme was adopted pursuant to the written resolutions of the sole
Shareholder of our Company passed on [ ® ] 2014. The purpose of the Share Option Scheme
is to enable us to grant options to selected participants as incentives or rewards for their
contribution to us. Our Directors consider the Share Option Scheme, with its broad basis of
participation, will enable us to reward our employees, our Directors and other selected
participants for their contributions to us. This will be in accordance with Chapter 17 of the
Listing Rules and other relevant rules and regulations. A summary of the principal terms of
the Share Option Scheme are set out in the paragraph headed “Other Information — Share
Option Scheme” in Appendix of V this document.

REMUNERATION AND COMPENSATION OF DIRECTORS AND SENIOR
MANAGEMENT

The aggregate remuneration (including salaries, allowances, benefits in kind,
discretionary performance-related bonus and pension scheme contributions) paid to our
Directors for the years ended 31 March 2012, 2013 and 2014 were approximately HK$6.7
million, HK$5.8 million and HK$7.4 million, respectively.

The aggregate remuneration (including salaries, allowances, benefits in kind,
discretionary performance-related bonuses and pension scheme contributions) paid to our
Company’s five highest paid individuals for the years ended 31 March 2012, 2013 and 2014
were approximately HK$8.6 million, HK$7.4 million and HK$9.7 million, respectively.

During the Track Record Period, no remuneration was paid by us to, or receivable by,
our Directors or the five highest-paid individuals as an inducement to join or upon joining
our Company. No compensation was paid by us to, or receivable by, our Directors, former
Directors, or the five highest paid individuals for each of the Track Record Period for the
loss of any office in connection with the management of the affairs of any subsidiary of our
Company.

There was no arrangement under which a director waived or agreed to waive any
remuneration for any of the years ended 31 March 2012, 2013 and 2014.

Save as disclosed above, no other payments have been made or are payable in respect
of the years ended 31 March 2012, 2013 and 2014 by any of member of our Group to any of
our Directors.
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Under the arrangements currently in force, we estimate the aggregate remuneration
payable to, and benefits in kind receivable by, excluding discretionary bonus, our Directors
in respect of the year ending 31 March 2015 to be approximately HK$4.4 million.

COMPLIANCE ADVISER

We have appointed Ample 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 our Company in the following circumstances:

(1) before the publication of any regulatory announcement, circular or financial
report;

(2) where a transaction, which might be a notifiable or connected transaction, is
contemplated including but not limited to share issues and share repurchases;

(3) where our Company proposes to use the proceeds of the [REDACTED] in a
manner different from that detailed in this document or where the business
activities, developments or results of our Company deviate from any forecast,
estimate, or other information in this document; and

(4) where the Stock Exchange makes an inquiry of our Company regarding unusual
movements in the price or trading volume of the Shares pursuant to Rule 13.10 of
the Listing Rules.

Pursuant to Rule 3A.24 of Listing Rules and the compliance adviser agreement entered
into between the compliance adviser and our Company, the compliance adviser will, among
other things:

1. ensure our Company is properly guided and advised as to compliance with the
Listing Rules and all other applicable laws, rules, codes and guidelines;

2. accompany our Company to any meetings with the Stock Exchange, unless
otherwise requested by the Stock Exchange;

3. in relation to any application by our Company for a waiver from any of the
requirements in Chapter 14A of the Listing Rules, advise our Company on our
obligations and in particular the requirement to appoint an independent financial
adviser; and

4. assess the understanding of all new appointees to the Board regarding the nature
of their responsibilities and fiduciary duties as a director of a listed issuer, and, if
any inadequacies identified, recommend necessary remedial steps to our
Directors.
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Term

The term of the appointment of the compliance adviser shall commence on the
[REDACTED] and end on the date on which our Company complies with Rule 13.46 of the
Listing Rules in respect of our financial results for the full financial year commencing after
the [REDACTED)].

Duties of our Company

Our Company shall fully comply with and discharge our responsibilities under the
Listing Rules and other applicable laws, regulations and codes relating to securities and
corporate governance that are applicable to our Company.

During the term, our Company must consult with and, if necessary, seek advice from
the compliance adviser on a timely basis in the circumstances as required under Rule 3A.23
of the Listing Rules.

Termination

Our Company may terminate the compliance adviser’s role only if the compliance’s
work is of an unacceptable standard or if there is material dispute (which cannot be
resolved within 30 days) over fees payable by our Company to the compliance adviser.

The compliance adviser shall have the right to terminate its appointment as the
compliance adviser under the compliance adviser’s agreement at any time without
compensation being payable to our Company by giving not less than one (1) month
written notice to our Company.
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FUTURE PLANS

The section headed “Business — Business strategies and prospects” in this document
sets out a detailed description of our future plans.

USE OF PROCEEDS

The net proceeds from the [REDACTED] will strengthen our capital base and will
provide funding for achieving our business strategies and carrying out our future plans as
set out in the section headed “Business — Business Strategies” in this document. As
discussed in the sections headed “Regulatory overview” in this document, there is a
minimum requirement on our employed capital and working capital for undertaking
projects in the public sector in Hong Kong and being on the Housing Authority List of
Electrical Contractors. We are also required by our customer to provide retention money
which generally represents 5% of the total contract sum according to the project terms. It is
therefore beneficial to our Group to strengthen its capital base through raising funds under
the [REDACTED] so that our Group will be able to tender for more projects with larger
contract sums after [REDACTED].

The table below sets out the estimated net proceeds of the [REDACTED] which we will
receive after deduction of the underwriting fees and commissions and other estimated
expenses in connection with the [REDACTED]:

Assuming the
[REDACTED] is not

Assuming the
IREDACTED] is

exercised exercised in full

If the [REDACTED] is fixed at

HKS$[REDACTED] per Share

(being the mid-point of the

[REDACTED] range stated in this Approximately Approximately

document) HKS[REDACTED] HKS$[REDACTED]
If the [REDACTED] is fixed at

HKS$[REDACTED] per Share

(being the high end of the

[REDACTED] range stated in this Approximately Approximately

document) HKS[REDACTED] HKS[REDACTED)]
If the [REDACTED] is fixed at

HKS$[REDACTED] per Share

(being the low end of the

[REDACTED] range stated in this Approximately Approximately

document) HKS[REDACTED] HKS[REDACTED]
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We intend to apply the net proceeds to us from the [REDACTED], after deducting
related underwriting fees and estimated expenses in connection with the [REDACTED] and
assuming that the [REDACTED] is not exercised at all and an [REDACTED] of
HKS$[REDACTED], being the mid-point of the [REDACTED] range, of approximately
HKS$[REDACTED] as follows:

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds will be used for the operation of the current projects and prospective
projects;

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds for the hiring of 30 additional staff including project managers and
experienced engineering staff by the year ending 31 March 2018;

e approximately HKS[REDACTED] or approximately [REDACTED]% of the net
proceeds for the upgrade of our computer system and software in the next three to
five years; and

e approximately HKS[REDACTED)] or approximately [REDACTED]% of the net
proceeds will be used as general working capital of our Group.

In the event that the [REDACTED] is set at the high-end of the proposed
[REDACTED] range, our Company will receive additional net proceeds of the
[REDACTED] of approximately HK$§{REDACTED] when compared to the net proceeds
receivable by our Company with the [REDACTED] being determined at the mid-point of
the range as stated in this document, which will be used in the same proportions as set out
above.

In the event that the [REDACTED] is set at the low-end of the proposed
[REDACTED] range, the net proceeds of the [REDACTED] will decrease by
approximately HKS[REDACTED] when compared to the net proceeds receivable by our
Company with the [REDACTED] being determined at the mid-point of the range as stated
in this document. Under such circumstances, our Company intends to reduce its allocation
of the net proceeds to the above purposes on a pro-rata basis.
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[REDACTED] Underwriter
[REDACTED]
[REDACTED] Underwriters
[REDACTED]
UNDERWRITING ARRANGEMENTS AND EXPENSES
[REDACTED]
[REDACTED] Underwriting Agreement
[REDACTED]
Grounds for termination

[REDACTED]
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[REDACTED]
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[REDACTED]
[|REDACTED] undertakings to the [REDACTED]

Underwriters Undertakings by our Company

[REDACTED)]
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[REDACTED]
Undertakings by our Controlling Shareholders

[REDACTED]
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[|REDACTED] undertakings to the Stock Exchange pursuant to the Listing Rules
Undertakings by our Controlling Shareholders

[REDACTED]
Undertaking by our Company

[REDACTED)]
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[REDACTED]
[REDACTED] Underwriting Agreement

In connection with the [REDACTED], it is expected that our Company and the
Controlling Shareholders will enter into the [REDACTED] Underwriting Agreement with
the Sponsor, the Lead Manager and the [REDACTED] Underwriter on terms and
conditions that [REDACTED]

Commission and expenses

[REDACTED]
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[REDACTED]

The Sponsor satisfies the independence criteria applicable to sponsor set out in Rule
3A.07 of the Listing Rules.

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

- 220 -



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

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

[REDACTED]

- 221 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 222 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 223 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

— 224 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 225 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 226 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 227 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 228 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 229 -



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

HOW TO APPLY FOR PUBLIC OFFER SHARES

[REDACTED]

- 230 -



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

H<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>