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IMPORTANT

If you are in any doubt about any of the of this prosp you should obtain independent professional advice.
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Over-allotment Option)

40,000,000 Shares (subject to re-allocation)

360,000,000 Shares (subject to re-allocation
and the Over-allotment Option)

Not more than HK$0.44 per Offer Share and
expected to be not less than HK$0.35 per
Offer Share, plus brokerage of 1%, SFC
transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005% (payable
in full on application and subject to
refund)

Nominal value : HKS$0.01 per Share
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus.

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

The final Offer Price is expected to be fixed by agreement between our Company and the Joint Bookrunners (for themselves and on behalf of the Underwriters) on the
Price Determination Date, which is expected to be on or around Friday, 18 September 2020 and in any event, not later than Monday, 21 September 2020. The Offer Price
will be not more than HK$0.44 per Share and is currently expected to be not less than HK$0.35 per Share, unless otherwise announced.

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

If, for any reason, the Offer Price is not agreed between the Joint Bookrunners (for themselves and on behalf of the Underwriters) and our Company on or before
Monday, 21 September 2020, the Share Offer will not become unconditional and will lapse immediately.

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

15 September 2020
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The Company will be relying on Section 9A of the Companies (Exemption of Companies
and Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of Hong
Kong) and will be issuing the WHITE and YELLOW Application Forms without them being
accompanied by a printed prospectus. The contents of the printed prospectus are identical to the
electronic version of the prospectus which can be accessed and downloaded from the websites of
the Company at www.skymission.group and the Stock Exchange at www.hkexnews.hk under
the “HKExnews > Listed Company Information > Latest Listed Company Information” section,
respectively.

Members of the public may obtain a copy of the printed prospectus, free of charge, upon
request during normal business hours from 9:00 a.m. on Tuesday, 15 September 2020 until 12:00
noon on Friday, 18 September 2020 at the following locations:

1. any of the following branches of the receiving bank for the Public Offer:

Bank of China (Hong Kong) Limited

Branch Name Address
Hong Kong Island Central District B/F-2/F, Wing On House
(Wing On House) Branch 71 Des Voeux Road Central
Hong Kong
Kowloon Jordan Road Branch 1/F, Sino Cheer Plaza
23-29 Jordan Road
Kowloon
New Territories Tuen Mun Town Plaza Branch Shop 2

Tuen Mun Town Plaza phase II
Tuen Mun
New Territories
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2. any of the following offices of the Joint Bookrunners:

Alliance Capital Partners Room 1502-1503A, Wing On House
Limited 71 Des Voeux Road Central

Central
Hong Kong

Celestial Securities Limited 22/F Manhattan Place, 23 Wang Tai Road
Kowloon Bay
Kowloon
Hong Kong

I Win Securities Limited Room 1916, Hong Kong Plaza
188 Connaught Road West, Sai Wan
Hong Kong

Lee Go Securities Limited Unit 02, 12/F West Exchange Tower
322 Des Voeux Road Central
Hong Kong

3. the Depository Counter of HKSCC at 1/F, One & Two Exchange Square, 8 Connaught
Place, Central, Hong Kong

Details of where printed prospectus may be obtained will be displayed prominently at
every designated branch of Bank of China (Hong Kong) Limited where White Application
Forms are distributed.

During normal business hours from 9:00 a.m. on Tuesday, 15 September 2020, until 12:00
noon on Friday, 18 September 2020, at least three copies of the printed prospectus will be
available for inspection at every location where the WHITE and YELLOW Application Forms
are distributed as set out in the section headed “How to apply for the Public Offer Shares” in
the prospectus.



EXPECTED TIMETABLE

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

2020"

Public Offer commences and WHITE and YELLOW
Application Forms available from.................. 9:00 a.m. on Tuesday , 15 September

Latest time to complete electronic applications
under the HK eIPO White Form service through
one of the following two ways®”

(1) the designated website at www.hkeipo.hk;
(2) the IPO App, which can be downloaded by
searching “IPO App” in App Store or Google Play
or downloaded at www.hkeipo.hk/TPOApp or
www.tricorglobal.com/IPOApp. ................ 11:30 a.m. on Friday, 18 September

Application lists open™® . .. ... .. ... ... 11:45 a.m. on Friday, 18 September

Latest time to lodge WHITE and YELLOW Application
Forms and to give electronic application instructions
to HKSCC™ . . ... .. . 12:00 noon on Friday, 18 September

Latest time to complete payment of HK eIPO White Form
applications by effecting internet banking transfer(s) or
PPS payment transfer(s)® ......... ... ... ... ...... 12:00 noon on Friday, 18 September

Application lists close® .. ..... ... ... .. .. .. ....... 12:00 noon on Friday, 18 September

Expected Price Determination Date®™ .. .. ... ... ... .............. Friday, 18 September

(a) Announcement of the final Offer Price, the indication of
level of interest in the Placing, the results of applications
in the Public Offer and the basis of allocation under the
Public Offer to be published (i) on the website of our
Company at www.skymission.group; and (ii) on the
website of the Stock Exchange at www.hkexnews.hk on

or before® O Monday, 28 September
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20207

(b) Results of allocations in the Public Offer (with successful
applicants’ identification document numbers, where
appropriate) to be available through a variety of channels
as described in the section headed “How to apply for the
Public Offer Shares — 11. Publication of results” from"® .. .. ... Monday, 28 September

A full announcement of the Public Offer
containing (a) and (b) above to be published on the
website of the Stock Exchange at www.hkexnews.hk® and

our Company’s website at www.skymission.group” 9 . . .. .. Monday, 28 September

Results of allocations in the Public Offer will be available
at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult or “Allotment Result” function in
the IPO App with a “search by ID” function on'® .. ... .. ... ... . Monday, 28 September

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

Public Offer on or before®™ '@ . ... .. .. ... Monday, 28 September

Despatch/Collection of HK eIPO White Form e-Auto Refund
payment instructions/refund cheques in respect of wholly
successful (in the event that the final Offer Price is less than
initial price per Public Offer Share payable on application) and
wholly or partially unsuccessful applications pursuant to the

Public Offer on or before®® '@ . .. . ... .. ... ... .. ... Monday, 28 September

Dealing in the Shares on the Stock Exchange expected to

commence at 9:00 a.m. on V. Tuesday, 29 September

The application for the Public Offer Shares will commence on Tuesday, 15 September
2020 through Friday, 18 September 2020. The gap between the closing date of the application
lists and the Listing Date is longer than the usual market practice of six calendar days. The
application monies (including brokerage, SFC transaction levy and Stock Exchange trading
fee) will be held by the receiving bank on behalf of our Company and the refund monies, if
any, will be returned to the applicants without interest on Monday, 28 September 2020.
Prospective investors should be aware that the Price Determination Date is expected to be on
or about Friday, 18 September 2020, on which the Offer Price is determined and, in any
event, no later than Monday, 21 September 2020 and the dealings in Shares on the Stock
Exchange are expected to commence on Tuesday, 29 September 2020.

— i1 =
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Notes:

All times and dates refer to Hong Kong local times and dates except as otherwise stated. Details of the structure
of the Share Offer, including the conditions of the Public Offer, are set out in the section headed “Structure and
conditions of the Share Offer” in this prospectus.

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

If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above or extreme
conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 18 September 2020,
the application lists will not open and close on that day. Please refer to the section headed “How to apply for the
Public Offer Shares — 10. Effect of bad weather and/or extreme conditions on the opening of the application
lists” in this prospectus. If the application lists do not open and close on Friday, 18 September 2020, the dates
mentioned in this section may be affected. A press announcement will be made by us in such event.

Applicants who apply by giving electronic application instructions to HKSCC should refer to the section
headed “How to apply for the Public Offer Shares — 6. Applying by giving Electronic Application Instructions
to HKSCC via CCASS” in this prospectus.

The Price Determination Date, being the date on which the final Offer Price is to be determined, is expected to
be on or around Friday, 18 September 2020 and in any event, not later than Monday, 21 September 2020. If, for
any reason, the final Offer Price is not agreed by 6:00 p.m. on Monday, 21 September 2020 between the Joint
Bookrunners (for themselves and on behalf of the Underwriters) and our Company, the Share Offer will not
proceed and will lapse.

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

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

Applicants who apply for 1,000,000 Public Offer Shares or more and have provided all information required in
your Application Form may collect share certificates (if applicable) and refund cheques (if applicable) in person
may do so from our Hong Kong Branch Share Registrar, Tricor Investor Services Limited, at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on Monday, 28 September 2020 or any
other date as notified by us in the newspapers as the date of despatch of share certificates/e-Auto Refund
payment instructions/refund cheques. Applicants being individuals who is eligible for personal collection must
not authorise any other person to make their collection on their behalf. Applicants being corporations who is
eligible for personal collection must attend by sending their authorised representatives each bearing a letter of
authorisation from his/her/its corporation stamped with the corporation’s chop. Both individuals and authorised
representatives (if applicable) must produce, at the time of collection, evidence of identity acceptable to our
Hong Kong Branch Share Registrar, Tricor Investor Services Limited. Applicants who have applied on YELLOW
Application Forms may not elect to collect their share certificates, which will be deposited into CCASS for
credit of their designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as
appropriate. Uncollected share certificates and refund cheques will be despatched by ordinary post to the
addresses specified in the relevant applications at the applicants’ own risk. Further information is set out in the
section headed “How to apply for the Public Offer Shares” in this prospectus.

— iil -
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10.

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

In case a typhoon warning signal no.8 or above, a black rainstorm warning signal and/or Extreme Conditions
is/are in force in any days between Tuesday, 15 September, 2020 to Tuesday, 29 September, 2020, then the day
of (i) announcement of results of allocations in the Public Offer; (ii) despatch of share certificates and refund
cheques/HK eIPO White Form e-Auto Refund payment instructions; and (iii) dealings in the Shares on the
Stock Exchange will be postponed and an announcement will be made in such event.

Share certificates are expected to be issued on Monday, 28 September 2020 but will

only become valid certificates of title provided that the Share Offer has become

unconditional in all respects and neither of the Underwriting Agreements has been

terminated in accordance with its terms. Investors who trade Shares on the basis of
publicly available allocation details prior to the receipt of share certificates or prior to the
share certificates becoming valid certificates of title do so entirely at their own risk.

—iv —
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety before you decide to invest in
the Offer Shares. There are risks associated with any investment. Some of the particular risks
in investing in the Offer Shares are set out in the section headed “Risk factors” in this
prospectus. You should read that section carefully before you decide to invest in the Offer
Shares. Various expressions used in this summary are defined in the section headed
“Definitions” in this prospectus.

OVERVIEW

We are an established formwork works subcontractor in Hong Kong with an operating
history of over 20 years. Our Group has a deep-rooted presence and positions ourselves as one
of the major subcontractors in the formwork works industry in Hong Kong. During the Track
Record Period, our Group predominantly provided traditional formwork to our customers by
using timber and plywood. For part of the formwork works in our three projects during the Track
Record Period, our Group has applied system formwork by using aluminium formwork which is
more environmentally friendly materials for the repeated structure of the buildings.

During FY2017, FY2018, FY2019 and FY2020, we generated approximately HK$440.1
million, HK$415.3 million, HK$505.2 million and HK$434.6 million in revenue from 20, 23, 29
and 37 projects, respectively, comprising the entirety of our revenue of each of the respective
years. Based on the project nature, our projects can be categorised into (i) building construction
projects and (ii) civil engineering projects. The following table sets out our revenue and gross
profit during the Track Record Period by reference to the nature of our projects:

FY2017 FY2018 FY2019 FY2020

No. of No. of No. of No. of
projects Revenue projects Revenue projects Revenue projects Revenue

(Note 3) HK$1000 % (Note 3) HK$,000 % (Note 3) HK$7000 % (Note 3) HK$,000 %

Building construction™* " 15 248,684 56.5 18 331,789 79.9 22 489234 96.8 31 360,964 83.1
Civil engineeringw‘”“ 2 5 191,440 @ 5 83,534 20_1 T 15,954 2 6 73,660 16_9
Total 20 440,124 100 23 415,323 100 29 505,188 100 37 434,624 100
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FY2017 FY2018 FY2019 FY2020
Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit
profit  margin profit  margin profit  margin profit  margin
HK$'000 %  HK$'000 %  HK$000 %  HK$'000 %
Building construction 27,666 11.1 36,169 10.9 86,043 17.6 04,077 17.8
Civil engineering 26,039 13.6 20,958 25.1 2,459 154 15,170 20.6
Total 53,705 12.2 57,127 13.8 88,502 17.5 79,247 18.2
Notes:
1. Building construction projects involve the erection of residential buildings, commercial buildings and/or
institutional buildings.

2. Civil engineering projects involve the construction of infrastructure.

3. The number of projects is determined based on the number of projects for which revenue was recognised

during the relevant financial year.

The revenue attributable to civil engineering projects decreased from approximately
HK$191.4 million in FY2017 to approximately HK$83.5 million in FY2018 and further to
approximately HK$16.0 million in FY2019. The decrease was due to (i) the decrease in
aggregate revenue generated from sizeable civil engineering projects including Project TMB-21,
Project TMB-32 and Project TMB-44 from approximately HK$188.8 million in FY2017 to
approximately HK$72.3 million in FY2018 and further to approximately HK$3.1 million in
FY2019, which resulted from the completion of these projects during FY2018 and FY2019; and
(ii) following the completion of some of the Ten Major Infrastructure Projects and the absence
of large-scale construction projects introduced by the Government, only four civil engineering
projects, with an aggregate original contract sum of approximately HK$29.1 million, were
awarded to us and commenced the site works in FY2017, FY2018 and FY2019. During FY2020,
the revenue derived from civil engineering projects increased to approximately HK$73.7 million,
which was mainly attributable to the commencement of the site works for Project TMB-87, from
which we derived revenue of approximately HK$65.0 million for FY2020.

Our gross profit margin in building construction projects remained stable at approximately
11.1% and 10.9% for FY2017 and FY2018, respectively. For FY2019 and FY2020, we derived
higher gross profit margin in building construction projects of approximately 17.6% and 17.8%,
respectively. The relatively higher gross profit margin of approximately 17.6% for FY2019 was
primarily attributable to the relatively higher gross profit derived from the public building
projects, such as Project TMB-52, Project TMB-53 and Project TMB-70 as a result of the
repeated use of construction materials. Our gross profit margin in building construction projects
then remained stable at approximately 17.8% for FY2020 and the gross profit was mainly
contributed by Project TMB-70, Project TMB-75 and Project TMB-84, in aggregate of
approximately HK$38.8 million.

On the other hand, we derived significantly higher gross profit margin from civil
engineering projects for FY2018 and FY2020, which was mainly attributable to the relatively
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higher gross profit derived from Project TMB-32 for FY2018 and Project TMB-58 and Project
TMB-87 for FY2020, respectively. We recorded gross profit of approximately HK$12.5 million
and gross profit margin of approximately 19.3% from Project TMB-87 for FY2020, as we had
set a relatively higher contract rate as compared to our other civil engineering projects taking
into account the higher waterproof requirements of this project in relation to the structural works
of a balancing tank and its ancillary facilities to increase the sewerage capacity for Drainage
Services Department as our Directors considered the relevant works required more techniques
and exposed to more risks; we also recorded gross profit of approximately HK$1.9 million and
gross profit margin of approximately 43.0% from Project TMB-58 for FY2020, for which we has
reused our construction materials.

The formwork works projects undertaken by us originated from both public sector
(including projects where the ultimate customers of the projects are Government departments
and statutory bodies) and private sector (including projects where the ultimate customers of the
projects are not Government departments or statutory bodies). The revenue and gross profit
attributable to public sector projects and private sector projects by provision of formwork works
during the Track Record Period were as follows:

FY2017 FY2018 FY2019 FY2020

No. of No. of No. of No. of
projects  Revenue projects  Revenue projects  Revenue projects  Revenue
WS HKS00 % Y HKS00 % Y HKS0 % M"Y HKS000 %

Public sector™ " 6 9LIT3 207 9 124771 300 15 225210 446 14202798 46.7

Private sector™ ¥ 14 348951 793 14290552 70.0 14279918 554 23 31826 533

Total 20 440,124 100 1341533 100 29 505,188 100 37434624100

FY2017 FY2018 FY2019 FY2020

Gross Gross Gross Gross

Gross profit Gross profit Gross profit Gross profit

profit  margin profit  margin profit  margin profit  margin

HKS$'000 %  HK$'000 %  HK$'000 %  HK$000 %

Public sector 26,280 28.8 20,8604 16.7 70,442 313 40,602 20.0

Private sector 27,425 19 36,263 12.5 18,060 6.5 38,645 16.7

Total 53,705 12.2 57,127 13.8 88,502 17.5 19,247 18.2
Notes:

1. Public sector projects include those projects where the ultimate customers are Government departments

and/or statutory bodies.

2. Private sector projects include projects where the ultimate customers are not Government departments nor
statutory bodies.

3. The number of projects is determined based on the number of projects for which revenue was recognised
during the relevant financial year.
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Our revenue decreased from approximately HK$505.2 million for FY2019 to approximately
HK$434.6 million for FY2020, mainly due to the following reasons:

(i) Our Group recognised a decrease in revenue from private sector projects of
approximately HK$48.1 million although we recorded revenue from more private
sector projects for FY2020, which was mainly because (i) our Group has completed all
11 remaining private sector projects awarded to our Group prior to 1 April 2019
during FY2020, as such, our Group only generated approximately HK$45.2 million
from these 11 remaining projects for FY2020 as compared to approximately HK$279.0
million for FY2019; and (ii) our Group generated approximately HK$186.6 million
from 12 projects which were awarded to our Group during FY2020. Although our
Group completed all 11 remaining private sector projects awarded to us prior to 1
April 2019 and commenced 12 newly awarded private sector projects during FY2020,
nine out of these 12 newly awarded projects were commenced in around November
2019 to January 2020, and hence a relatively less revenue was recognised from our
private sector projects during FY2020. The decrease in revenue from our private
sector projects for FY2020 was generally in line with the drop in the number of newly
completed private residential units as well as the floor area of newly completed
commercial space in Hong Kong in 2019, comparing with those of 2018; and

(i) Our Group recorded a decrease in revenue from public sector projects for FY2020 as
compared to FY2019, which was mainly because we recorded less revenue from a
number of public building projects, in particular, Project TMB-52, Project TMB-53,
Project TMB-54 and Project TMB-70. The decrease in revenue from our building
construction projects was generally in line with the drop in number of newly
completed public housing units in Hong Kong from 2018 to 2019.

Our Group recorded relatively lower gross profit margin from private sector projects of
approximately 7.9% and 6.5% for FY2017 and FY2019, respectively. For FY2017, such lower
gross profit margin from private sector projects was mainly attributable to (i) Project TMB-21,
in which we incurred relatively higher direct labour costs due to the unexpected delay in the
project progress; and (ii) Project TMB-50, in which we incurred relatively higher direct labour
costs as our workers worked overtime under tight schedule, and our workers were paid higher
wages for overtime. For FY2019, the relatively lower gross profit margin from private sector
projects was mainly attributable to (i) relatively higher direct labour costs incurred for Project
TMB-63, Project TMB-67 and Project TMB-76 as we had to coordinate and share the limited
working space of these congested construction sites with other subcontractors who were
responsible for other works, as such, the construction process of these three projects was
inevitably prolonged and we therefore incurred more direct labour costs; and (ii) Project
TMB-69, a private project involved a repetitive floor plan in a multi-storey building, for which
we charged a thinner gross profit margin due to keen competition for such type of projects in the
market.
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We have completed 40 formwork works projects during the Track Record Period with an
aggregate original contract sum amounting to approximately HK$1,688.0 million. All of our
works were project-based. Our Directors estimate that the aggregate outstanding contract value
was approximately HK$726.0 million as the Latest Practicable Date. For details, please refer to
the section headed “Business — Our projects” in this prospectus.

Our Group is registered as a registered subcontractor under the Registered Specialist Trade
Contractors Scheme. For details of our licences and qualifications, please refer to the section
headed “Business — Our licences and permits” in this prospectus.

OUR CUSTOMERS

Our customers are primarily the main contractors of various types of building construction
or civil engineering projects in Hong Kong, including main contractors engaged by private
property developers or developers employed by the government or public transport operators for
civil engineering projects. The number of customers with revenue contribution to us was nine,
10, 12 and 13 for FY2017, FY2018, FY2019 and FY2020, respectively. Meanwhile, our largest
customer accounted for approximately 30.5%, 35.7%, 40.2% and 41.2% of our total revenue and
our five largest customers in aggregate accounted for approximately 97.6%, 92.1%, 98.9% and
93.8% of our total revenue, respectively. According to the Ipsos Report, such customer
concentration is common in the construction industry in Hong Kong. For details, please refer to
the section headed “Business — Our customers” in this prospectus.

OUR SUPPLIERS

Our suppliers can be largely categorised as: (i) suppliers of construction materials; (ii)
subcontractors and services; (iii) metal scaffold equipment rental suppliers; and (iv)
transportation service providers. We evaluate suppliers taking into account their pricing,
suitability of their goods, environmental compliance or services, reputation and amount of past
business within the industry and their track record as our supplier. Based on these factors, we
select and maintain an internal list of approved suppliers and such list is updated on a
continuous basis. During the Track Record Period, we mainly engaged our own site workers to
carry out the formwork works which enabled us to maintain a better project management and
quality control, especially under tight project deadlines. However, subject to the project schedule
and our available manpower, we may engage subcontractors to carry out some of the site works
under the close supervision and management of our project management team. For FY2017,
FY2018, FY2019 and FY2020, our Group’s purchases from its largest supplier was
approximately 24.7%, 31.8%, 29.6% and 39.1% of our purchase costs, respectively, while our
purchases from the five largest suppliers accounted for approximately 61.6%, 76.3%, 72.2% and
78.7% of our purchase costs, respectively. For details, please refer to the section headed
“Business — Our suppliers” in this prospectus.
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COMPETITIVE LANDSCAPE AND OUR COMPETITIVE STRENGTHS

According to the Ipsos Report, due to increasing demand for residential as well as
commercial buildings, coupled with the Government’s initiatives to increase housing supply in
Hong Kong, the gross output value of the formwork works industry in Hong Kong increased
from HK$3,381.8 million in 2013 to HK$5,706.6 million in 2019, at a CAGR of 9.1%. Over the
forecast period, the gross output value is expected to increase from approximately HK$5,711.7
million in 2020 to approximately HK$5,968.7 million in 2023. With the fall-off of public
expenditure on infrastructure and the slowdown of the growth of overall construction and
building construction works industries, the formwork works industry is forecasted to grow at a
slower rate at a CAGR of approximately 1.5% from 2020 to 2023. The expected slower growth
of the formwork works industry is partially due to the slow down of the growing labour costs in
the industry, which in turn, might lead to a moderate growth to the contract value of
construction projects. In addition, the outbreak of COVID-19 is expected to slow down the
formwork works industry from 2020 to 2021. Nevertheless, the gross output value is supported
by the upcoming development plans and existing construction projects. With increasing demand
for housing units and according to the 2016 Policy Address, the Government has taken
initiatives to increase housing supply in recent years and will continue to increase land usage for
commercial and economic activity. The Government’s initiative to increase residential as well as
commercial buildings will fuel the building construction industry growth, which in turn will
drive formwork works industry in Hong Kong.

Our Directors believe that our competitive strengths include (i) being the subcontractor of
established and reputable contractors in Hong Kong; (ii) having strong relationships with our
customers and suppliers; (iii) having an experienced and professional management team; (iv)
having a large pool of operational staff to carry out our formwork works services; and (v)
possessing our own metal scaffold equipment and related parts to minimise the reliance on
equipment suppliers. It will enable us to maintain our position as one of the active market
players in our business segments in the formwork works industry in Hong Kong. Details of our
Group’s competitive strengths are set out in the section headed “Business — Competitive
strengths” in this prospectus.

BUSINESS STRATEGIES

Our principal business objective is to further strengthen our market position, increase our
market share and capture the growth in the formwork works industry in Hong Kong. We intend
to achieve this objective by adopting the following implementation plan: (i) further enhancing
our financial position for the purpose of securing additional and large-scale formwork works
projects and expanding our capability to offer system formwork works services; (ii) increasing
our stock of metal scaffold equipment and related parts; and (iii) further strengthening our
manpower to cope with our business development. For details of our business strategies, please
refer to the section headed “Business — Business strategies” in this prospectus.
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PRINCIPAL RISK FACTORS

Our Directors believe that there are certain risks and uncertainties involved in our
operations. Some of the material risks include: (i) our business relies on successful tenders of
formwork works projects which are non-recurrent in nature; (ii) a significant portion of our
revenue during the Track Record Period was attributable to the contracts and work orders
awarded by a limited number of customers; (iii) we rely on key management personnel; (iv) our
project performance may be affected by the shortage of labour; (v) we make estimation of the
project price based on our estimated time and costs in our tenders; (vi) any significant increase
in construction material costs and/or the occurrence of any substandard construction materials
may have adverse impacts on our financial results; and (vii) our historical results may not be
indicative of our future performance.

Further details of the risks we are exposed to are set out in the section headed “Risk
factors” in this prospectus. Potential investors are advised to read the section headed “Risk
factors” carefully before making any investment decision in the Offer Shares.

KEY OPERATIONAL AND FINANCIAL DATA

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

FY2017 FY2018 FY2019 FY2020
or as at or as at or as at or as at
(Expressed in HK$'000 except for selected key financial 31 March 31 March 31 March 31 March
ratios, tender success rate and movement of backlog) 2017 2018 2019 2020
Result of operations
Revenue 440,124 415,323 505,188 434,624
Cost of services (386,419) (358,196) (416,686) (355,377)
— Direct labour (313,697) (285,239) (356,980) (230,515)
~ Construction materials (40,603) (51,013) (36,015) (77 392)
- Subcontracting charges (16,086) (5,193) (6,305) (31,723)
- Metal scaffold equipment rental (8,540) (7,718) (5,723) (5,160)
- Others (7,493) (9,033) (11,663) (10,587)
Gross profit 53,705 57,121 88,502 79,247
Profit before tax 46,931 49,835 71,579 48,862
Profit and total comprehensive income for the year 38,977 41,754 64,476 38,000
Profit and total comprehensive income attributable to:
Owners of the Company 38,981 41,754 04,476 38,006
Non-controlling interests 4) - - -
Cash flows
Operating cash flows before change in working capital 50,105 54,360 84,190 56,578
Change in working capital 6,392 (36,368) (26,554) (50,632)
Income tax paid (780) (3,165) (7,621) 9,751)
Finance cost paid (23) (39) (48) (176)
Net cash from (used in) operating activities 55,694 14,788 49,967 (3,981)
Net cash used in investing activities (5,213) (10,139) (1,286) (25)
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FY2017 FY2018 FY2019 FY2020
or as at or as at or as at or as at
(Expressed in HK$'000 except for selected key financial 31 March 31 March 31 March 31 March
ratios, tender success rate and movement of backlog) 2017 2018 2019 2020
Net cash (used in) from financing activities (17,424) (21,031) (44,344) 13,945
Net increase (decrease) in cash and cash equivalents 33,057 (16,382) 4,337 9,939
Financial position
Total current assets 128,174 146,214 170,175 332,023
Total current liabilities (65,184) (63,752) (54,571) (174,677)
Net current assets 62,990 82,462 115,604 157,346
Total equity 72,495 97,249 125,725 163,731
Equity attributable to owners of the Company 72,621 97,249 125,725 163,731
Non-controlling interests (126) - - -
Selected key financial ratios™”"
Return on equity (%) 53.8 4.9 51.3 232
Return on total assets (%) 28.1 25.7 35.6 11.2
Interest coverage ratio (times) N/A N/A N/A 441.8
Current ratio (times) 2.0 2.3 31 1.9
Quick ratio (times) 2.0 23 3.1 1.9
Gearing ratio (%) 25.0 8.4 0.6 9.3
Trade receivables turnover days 8.7 4.5 6.9 63.0
Trade receivables turnover days (including contract assets) 74.6 87.0 §89.2 173.1
Trade payables turnover days 6.0 5.8 54 41.6
Tender success rate
Number of tenders submitted 65 607 94 165
Number of contracts awarded 11 9 11 16
Success rate (%)™ 16.9 13.4 12.1 13.9
Movement of backlog
Value of backlog as at the opening day (HKS$ million) 408.3 572.5 468.5 236.0
New projects secured and contract value awarded during
the year (HKS million)™"* ¥ 604.3 311.3 2727 577.0
Revenue recognised during the year (HKS million)"* ¥ (440.1) (415.3) (505.2) (434.6)
Value of backlog as at the closing day (HK$ million) 572.5 468.5 236.0 378.4
Notes:
1. For details of the calculation of selected key financial ratios, please refer to the section headed “Financial
information — Selected key financial ratios” in this prospectus.
2. Success rate for a financial year was calculated based on the number of successful tenders (whether

awarded in the same financial year or subsequently) in respect of the tenders submitted during that
financial year. The calculation has excluded the tenders submitted but pending results as at the Latest
Practicable Date. Out of the tenders submitted during the Track Record Period, three and 50 tenders
submitted in FY2019 and FY2020 , with the aggregate tender amount of approximately HK$936.6 million
and HK$2,546.0 million, have not expired and were pending result as at the Latest Practicable Date.

3. It refers to the total contract sum of new projects (taking into account adjustments and variation orders)
and the movements of contract value of existing projects as at the end of the relevant financial year which
were awarded to us during the relevant financial year.

4. It refers to the value of contract work recognised as revenue during the relevant financial year.
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We recorded a decrease in net profit of approximately HK$26.5 million for FY2020, which
was mainly due to (i) the non-recurring Listing expenses of approximately HK$18.1 million
incurred during FY2020; and (ii) the decrease in our gross profit of approximately HK$9.3
million, which was primarily resulted from the decrease in revenue and gross profit from our
building construction projects for FY2020.

We also recorded net operating cash outflow of approximately HK$4.0 million for FY2020
because our payment in operating activities exceeded the cash receipt from customers, which
was mainly resulted from: (i) payment for cost of services such as construction material costs,
direct labour costs and subcontracting charges incurred for several sizeable projects commenced
during the second half of FY2020, in particular, the aggregate cash outflow for Project TMB-84
and Project TMB-87 during FY2020 amounted to approximately HK$71.2 million; (ii) despite
substantial portion of works performed for these sizeable projects for the period, some of the
corresponding payment applications submitted during FY2020 were certified and settled after
FY2020, in particular, the aggregate cash receipt from Project TMB-84 and Project TMB-87 was
only approximately HK$55.4 million during FY2020; (iii) longer time taken by our customers to
process our payment applications and arrange settlement due to the work-from-home
arrangement during the outbreak of COVID-19; and (iv) payment for Listing expenses increased
by approximately HK$4.2 million for FY2020 as compared to that for FY2019. Due to the nature
of our business operations, our customers make progress payments to us according to our work
progress while we have already incurred substantial upfront costs on materials and labour at the
beginning of the projects. However, for the purpose of improving our cash flow position in view
of net cash outflow from operating activities for FY2020, our Group will enhance the internal
credit risk management, including but not limited to making weekly call with our customers to
understand the progress and status of payment certification and settlement after the week of
submitting payment application, sending payment reminders and statements of outstanding
balance more frequently and meeting with our customers every month for overdue trade
receivables. As at the Latest Practicable Date, approximately 97.5%, which amounted to
approximately HK$135.0 million, of our trade receivables as at 31 March 2020 was subsequently
settled.

We recorded a relatively low gearing ratio of approximately 0.6% as at 31 March 2019,
which was a combined effect of (i) the decrease in the amount due to Mr. Leung from
approximately HK$8.2 million as at 31 March 2018 to approximately HK$0.7 million as at 31
March 2019; and (ii) the significant increase in our total equity of approximately 29.3% as at 31
March 2019 as compared to 31 March 2018. Our gearing ratio increased from 0.6% as at 31
March 2019 to approximately 9.3% as at 31 March 2020, which was mainly due to the
significant increase in interest-bearing borrowings of approximately HK$15.1 million as at 31
March 2020.

Our trade receivables turnover days remained stable for FY2017, FY2018 and FY2019, and
increased significantly from approximately 6.9 days for FY2019 to approximately 63.0 days for
FY2020, which was mainly attributable to the significant increase of approximately HK$126.9
million in our trade receivables as at 31 March 2020 as compared to 31 March 2019, owing to
(i) the balance of trade receivables of certain projects including Project TMB-53, Project
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TMB-70, Project TMB-75, Project TMB-76, Project TMB-84, Project TMB-87 and Project
TMB-90, with an aggregate amount of approximately HK$111.6 million; and (ii) the longer time
taken by our customers to settle the trade receivables as a result of work-from-home
arrangement during the outbreak of COVID-19. Our trade receivables aged over 90 days
increased significantly from approximately HK$412,000 as at 31 March 2019 to approximately
HK$47.1 million as at 31 March 2020. As at the Latest Practicable Date, approximately 97.5%,
which amounted to approximately HK$135.0 million, of our trade receivables as at 31 March
2020 was subsequently settled. For the subsequently settled amount, approximately HK$42.7
million represented the settlement of our trade receivables aged over 90 days (based on the date
of payment applications). This also accounted for approximately 90.6% of our trade receivables
aged over 90 days (based on the date of payment applications) as at 31 March 2020.

Our trade receivables turnover days (including contract assets) remained stable for FY2017,
FY2018 and FY2019, and increased significantly from approximately 89.2 days for FY2019 to
approximately 173.1 days for FY2020. Such significant increase was mainly attributable to (i)
the increase in trade receivables as mentioned above; and (ii) the increase in our unbilled
revenue as at 31 March 2020 of approximately HK$20.4 million, which was a combined effect
of (i) an increased balance in associate with Project TMB-84 and Project TMB-87 with an
aggregate amount of approximately HK$66.6 million as a result of the substantial works
performed and corresponding payment applications submitted in March 2020, for which the
payment certificates were issued subsequent to 31 March 2020; and (ii) the longer time taken by
our customers to process and certify our payment applications during the outbreak of
COVID-19.

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

We secure all of our projects through invitation for tendering. For FY2017, FY2018,
FY2019 and FY2020, our tender success rate was approximately 16.9%, 13.4%, 12.1% and
13.9%, respectively. For details, please refer to the section headed “Business — Operation flow —
4. Award of contract” in this prospectus.

As at 31 March 2017, 31 March 2018, 31 March 2019, 31 March 2020 and the Latest
Practicable Date, the outstanding contract value was approximately HKS$572.5 million,
HK$468.5 million, HK$236.0 million, HK$378.4 million and HK$726.0 million, respectively.
For details of the movement of our backlog, please refer to the section headed “Business — Our
projects — Movement of our backlog” in this prospectus.

OUR SHAREHOLDERS

Immediately following completion of the Share Offer (without taking into account any
Shares which may be allotted and issued upon exercise of the Over-allotment Option) and the
Capitalisation Issue, Sky Mission, a company wholly-owned by Mr. Leung, will directly hold
75% of the total number of issued Shares. For the purpose of the Listing Rules, each of Mr.
Leung and Sky Mission is our Controlling Shareholder on the basis that (i) Sky Mission is

— 10 =
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entitled to exercise 30% or more of the voting power at general meetings of our Company; and
(i1)) Mr. Leung holds 100% interest in Sky Mission and so controls the voting power of Sky
Mission in our Company. Mr. Leung is also the chairman of our Board and an executive
Director. For details, please refer to the sections headed “Relationship with our Controlling
Shareholders” and “Directors and senior management — Directors” in this prospectus.

OCCUPATIONAL HEALTH AND SAFETY

During the Track Record Period and up to the Latest Practicable Date, there were a total
number of 36 reported personal injury accidents and one fatal accident which involved our
employees and employees of our subcontractors on our construction sites in the ordinary course
of our business. In April 2019, a fatal accident occurred at a construction site under which our
Group was engaged as a subcontractor to provide formwork works services. One construction
worker, being an employee of our Group, sustained a fatal injury during the course of work. It
was suspected that the formwork inside the lift shafts had collapsed and fallen on the worker
which resulted in a fatal injury at the construction site (the “Accident”). For further details,
please refer to the section headed “Business — Fatal accident” in this prospectus. For the years of
2016, 2017, 2018 and 2019, our Group’s accident rate per 1,000 workers was approximately
27.2, 26.5, 29.1 and 15.6, respectively, and our Group’s fatality rate per 1,000 workers was nil,
nil, nil, and approximately 3.9, respectively. Our Group’s lost time injury frequency rate was
approximately 8.2, 8.1, 8.9 and 5.9 for the years of 2016, 2017, 2018 and 2019, respectively. For
further details of our enhanced internal control measures in relation to safety, please refer to the
section headed “Business — Non-compliances — Enhanced internal control measures” in this
prospectus.

LITIGATION AND CLAIMS

During the Track Record Period and up to the Latest Practicable Date, we had been
involved in a number of claims, litigations, pending or threatened claims against our Group. The
claims against us typically relate to (i) employees’ compensation cases; (ii) personal injury
cases; and (iii) summons under the Factories and Industrial Undertakings Ordinance and the
Occupational Safety and Health Ordinance. Our Directors are of the view that occurrences of
such claims are not uncommon in our industry. As at all material times, our Directors were not
named as defendants or potential defendants in the litigations or potential litigations against our
Group, and our Directors had no personal involvement in these litigations and would not be
personally held liable. For details, please refer to the section headed “Business — Litigation and
claims” in this prospectus.

— 11 -
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LEGAL COMPLIANCE

As a result of the Accident, Temmex Brothers was convicted under six summonses (the
“Summonses”) issued under the Magistrates Ordinance (Chapter 227 of the Laws of Hong
Kong) on 17 January 2020. Our Legal Counsel is of the view that, in light of the conviction
under the Summonses, Temmex Brothers’ registration as a registered specialist trade contractor
(the “CIC Registration”) is highly likely to be suspended for up to six months based on
previous regulatory actions taken by the Construction Industry Council. Nonetheless, in the
event that Temmex Brothers is suspended of its CIC Registration arising from the Accident,
Ipsos and our Legal Counsel are of the view that, given that Temmex and Temmex Brothers are
separate legal entities, such suspension record for Temmex Brothers would not adversely affect
our Group’s (i) existing contracts on hand; and (ii) future chances of securing projects requiring
the CIC Registration. For further details of the Accident, please refer to the section headed
“Business — Fatal accident” in this prospectus.

Furthermore, during the Track Record Period and up to the Latest Practicable Date, there
were non-compliance incidents by our operating subsidiaries with certain safety related laws and
regulations in Hong Kong, including (a) six improvement notices served on our operating
subsidiaries; (b) failure by our operating subsidiaries to appoint a registered safety auditor to
conduct safety audit for not less than once in each six months in relation to 14 relevant
construction projects; and (c) failure by our operating subsidiaries to appoint a safety review
officer to conduct safety review for not less than once in each six months in relation to five
relevant construction projects. In addition, there were also other non-compliance incidents by
our operating subsidiaries with certain laws and regulations in Hong Kong, such as (i) the
Mandatory Provident Fund Schemes Ordinance; (ii) the Inland Revenue Ordinance; and (iii) the
Employment Ordinance.

Save for the potential suspension of the CIC Registration arising from the Accident, such
non-compliance incidents have not resulted, and are not expected to result, in any material
impact on our financial condition and/or our operations. For details of the non-compliance
incidents, please refer to the section headed “Business — Non-compliances” in this prospectus.

OFFERING STATISTICS

Based on an Based on an

Offer Price of Offer Price of

HK$0.35 HK$0.44

HK$ HKS$

Market capitalisation (assuming the Over-allotment 560 million 704 million
Option is not exercised)

Unaudited pro forma adjusted combined net tangible 0.17 0.19

assets of our Group per Share™*’®’
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Notes:

(1)  The calculation of the market capitalisation of our Company is based on 1,600,000,000 Shares in issue
immediately following the completion of the Share Offer but does not take into account of any Shares
which may be allotted and issued upon the exercise of the Over-allotment Option.

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated based on
1,600,000,000 Shares, being the number of Shares expected to be in issue immediately following the
completion of shares of the Share Offer without taking into account of any Shares which may be allotted
and issued pursuant to the exercise of the Over-allotment Option.

(3) No adjustment has been made to reflect any trading result or other transaction of our Group entered into
subsequent on 31 March 2020.

LISTING EXPENSES

Our Directors expect that our total Listing expenses, which are non-recurring in nature, will
amount to approximately HK$60.0 million, representing approximately 38.0% of the gross
proceeds from the Share Offer (assuming the Offer Price of HK$0.395 per Offer Share; being the
mid-point of the indicative Offer Price range stated in this prospectus). Out of the amount of
approximately HK$60.0 million, (i) approximately HK$35.2 million is directly attributable to the
issue of the Offer Shares which is to be accounted for as a deduction from equity; (ii)
approximately HK$2.1 million and HK$18.1 million were recognised in our combined statements
of profit and loss and other comprehensive income for FY2019 and FY2020, respectively; and
(iii) approximately HK$4.6 million would be further recognised in our combined statements of
profit or loss and other comprehensive income for FY2021 upon the Listing.

FUTURE PLANS AND USE OF PROCEEDS

Assuming an Offer Price of HK$0.395, being the mid-point of the indicative Offer Price
range, and after deducting related underwriting fees and estimated expenses in connection with
the Share Offer and the Over-allotment Option is not exercised, our Group estimates that the
aggregate net proceeds to our Company from the Share Offer will be approximately HK$98.0
million. Our Directors presently intend to apply such net proceeds as follows:

. approximately HK$59.6 million, representing approximately 60.8% of the net proceeds
from the Share Offer, will be used for (i) the payment of certain upfront costs and
expenses, such as deposits for construction materials, costs of metal scaffold
equipment rental, transportation and subcontracting charges; and (ii) the acquisition
cost for aluminium formwork to be used in system formwork, for our future projects
we are tendering for;

. approximately HK$21.2 million, representing approximately 21.6% of the net proceeds

from the Share Offer, will be used for increasing our stock of metal scaffold
equipment and related parts;
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. approximately HK$8.8 million, representing approximately 9.0% of the net proceeds
from the Share Offer, will be used for further strengthening our manpower; and

. approximately HK$8.4 million, representing approximately 8.6% of the net proceeds
from the Share Offer, will be used as general working capital of our Group.

For details, please refer to section headed “Future plans and use of proceeds — Use of
proceeds” in this prospectus. For details of our reasons for the Listing, please refer to the
section headed “Future plans and use of proceeds — Reasons for the Listing” in this prospectus.

DIVIDENDS

For FY2017, FY2018, FY2019 and FY2020, dividends of HK$14.0 million, HK$17.0
million, HK$36.0 million and nil, respectively, were declared and paid to our then shareholders
by our internal resources. Our 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 us in the
future. 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, business plans, 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. Our Company does not have any predetermined dividend
payout ratio.

RECENT DEVELOPMENT

Subsequent to the Track Record Period, our Group generated approximately HK$140.7
million in revenue for the four months ended 31 July 2020, representing an increase of
approximately HK$49.8 million or 54.8% as compared to the same period in 2019. This was
mainly attributable to the increase in revenue recognised from Project TMB-87, Project TMB-90
and Project TMB-100, in aggregate of approximately HK$48.5 million. We recorded relatively
less revenue for the four months ended 31 July 2019 as we generated less revenue from a
number of private sector projects during this period, in particular Project TMB-67 and Project
TMB-69, which contributed a significant portion of revenue to our Group in FY2019. We also
recorded an increase in our gross profit by approximately HK$5.5 million to approximately
HK$20.6 million for the four months ended 31 July 2020 as compared to the same period in
2019. The said revenue and gross profit amounts are extracted from the unaudited management
accounts of our Group and have been reviewed by our Company’s Reporting Accountants,
Mazars CPA Limited, in accordance with Hong Kong Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”
issued by the HKICPA. Notwithstanding our Group recorded a relatively less revenue for the
four months ended 31 July 2019 due to project cycle, as compared with a significant increase in
our revenue of approximately 54.8% for the four months ended 31 July 2020, our Directors
forecast that our Group will achieve a flat growth in full year revenue for FY2021 as compared
to the full year revenue for FY2020 having considered the progress of the on-going projects.
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Our Directors expect that the forecasted net profit for FY2021 (excluding Listing expenses)
will decrease as compared to that for FY2020 (excluding Listing expenses). Our Directors also
expect an increase in estimated administrative and other operating expenses resulting from (i) an
increase in staff costs due to more personnel to be recruited for supporting our Group’s business
expansion and daily operation after the Listing; and (ii) an increase in salary and remuneration
to our Directors and staff.

Taking into account (i) the relatively stable CAGR from 2020 to 2023 of approximately
1.5% for the gross output value of formwork works industry in Hong Kong and (ii) the estimated
revenue recognised from ongoing projects in our backlog and relatively high chance tenders
submitted, the revenue for FY2021 is expected to remain stable as compared to that of FY2020.
Our Directors estimate that the aggregate outstanding contract value was approximately
HK$726.0 million as at the Latest Practicable Date, among which, approximately HK$227.3
million and HK$498.7 million are expected to be recognised during FY2021 and the period after
FY2021, respectively. Our Directors consider that our Group is well-positioned to take on more
projects and believe that the expected increase in construction of buildings, the Government’s
support to increase land and housing supply and new development area projects will boost the
demand for our services and will support our Group’s business growth.

MATERIAL ADVERSE CHANGE

Our Directors expect that the forecasted net profit for FY2021 (excluding Listing expenses)
will decrease as compared to that for FY2020 (excluding Listing expenses). Save for (i) the
potential decrease in financial performance for FY2021 due to an increase in estimated
administrative and other operating expenses; and (ii) the total expenses for the Listing estimated
to be approximately HK$60.0 million, of which approximately HK$4.6 million will be recorded
in our Group’s profit and loss for FY2021, our Directors confirm that, up to the date of this
prospectus, there has been no material adverse change in the financial or trading position or
prospects of our Group since 31 March 2020 (being the date to which the latest audited
combined financial statements of our Group were prepared), and there is no event since 31
March 2020 which would materially affect the information shown in the Accountants’ Report set
out in Appendix I to this prospectus.

MATERIAL UNCERTAINTY RELATING TO GOING CONCERN FOR CUSTOMER F

Customer F represents a group of four subsidiaries of a public company listed in Hong
Kong. Customer F has been one of our five largest customers during the Track Record Period.
Customer F accounted for approximately 17.5%, 18.6% and 16.4% of our revenue for FY2018,
FY2019 and FY2020, respectively. According to the latest interim report of the listed company
available on the website, the listed company incurred a net loss of approximately HK$499.6
million for the six months ended 30 September 2019 and the listed company’s current liabilities
exceeded its current assets by approximately HK$4,621.4 million as at 30 September 2019.
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References are made to the announcements made by the listed company on 24 March 2020
and 6 April 2020 that the listed company forewarned of its prospective inability to repay
aggregate principal and interest of approximately HK$470 million on 31 March 2020. The listed
company announced that on 1 April 2020, a bank issued a further demand for the HK$470
million, and on account of the failure to repay, accelerated its demand for all additional principal
and interest under the facility agreement, in the amount of approximately HK$2,481 million (in
aggregate amounting to approximately HK$2,951 million as at 31 March 2020), which neither
the borrowing entity (a wholly-owned subsidiary of the listed company), nor the listed company
(as guarantor) can repay at this time. The listed company has applied to the bank for a
‘standstill’, in essence seeking assurances from the bank that it will not take imminent steps
either to enforce its security over its assets or to liquidate the listed company, and envisages
working closely with the bank to achieve an orderly divestment of the listed company’s interests
in its assets.

References are made to the announcements made by the listed company on 26 June 2020
and 28 July 2020, the listed company announced that, based on the unaudited consolidated
financial information of one of the listed company’s subsidiary (a major subsidiary comprising
Customer F) for FY2020, the profit and total comprehensive income for the year of the
subsidiary was approximately HK$35 million and HK$24 million, respectively; the revenue of
the subsidiary was approximately HK$10,982 million and the secured new contracts of the
subsidiary in aggregate value were about HK$15,770 million. As at 31 March 2020, the
non-current assets and current assets of the subsidiary at 31 March 2020 were approximately
HK$333 million and HK$5,155 million respectively, whereas the non-current liabilities and
current liabilities of the subsidiary at 31 March 2020 were approximately HK$70 million and
HK$4,603 million respectively. The net assets of the subsidiary as at 31 March 2020 was
approximately HK$815 million; the total value of contracts on hand of the subsidiary was about
HK$44,307 million and the value of works remaining of the subsidiary was approximately
HK$26,633 million.
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During and after the Track Record Period, we have completed four projects and one project
with Customer F respectively. As at Latest Practicable Date, there were two projects in our
backlog with Customer F. As at 31 March 2020, the outstanding revenue to be recognised was
expected to be approximately HK$41.6 million. The following table sets forth details of the
three abovementioned projects, which were still on-going as at 31 March 2020:

Our completed project with Customer F after the Track Record Period and up to the Latest
Practicable Date

Expected

revenue o be

recognised from

the project for

the period from

Original Revenue derived from 1 April 2020 to

Brief description  Nature of Public/ private ~ Project Period contract sum the project for the Latest

Project code ~~of the site project sector (Nore 1) (Note 2 FY2019 FY2020  Practicable Date
HEKS 000 HKS 000 HKS 000 HK§ 000

TMB-§3 Private residential Building Private November 2019 193 - 2,641 446
in Kai Tak construction 1o April 2020
Total: 2932 - 2641 446
Notes:
1. The project period represents the duration of our works with reference to the commencement date and

completion date of the relevant project based on the dates of the first and last interim payment applications
submitted to our customers.

2. The original contract sum is based on the initial agreement between our customer and us and may not

include additions, modifications and cancellation due to subsequent variation orders, and therefore final
revenue recognised from a contract may differ from the contract sum.
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Our projects with Customer F in backlog as at the Latest Practicable Date

Project

code

TMB-75

TVB-104

Notes:

Expected
Expected  revenue fo be
revenue fo he  recognised
recognised from the Expected
from the project for the revenue to be
project for the ~ period from ~ recognised
period from  the Latest from the
Total 1April 200 Practicable project for the
Brief Public/ Project contract  Revenue derived from  to the Latest Dateto period after
description of private Period sum ~ the project for Practicable 31 March 31 March
the site Nature of project ~ sector (ote D (Vore 2 Y19 FY2020 Date 2021 M7 gaq e 9
HKS'000  HKS'000  HKS'000 HKS 000 HK§'000 HKS 000
Public Building Public November 2018 90,947 17678 57,605 14211 1,367 -
residential in  construction 10 September
Fanling 2020
Public Building Public August 2020 to 25,500 - - 1,890 12,397 11,013
residential in ~ construction October 2021
Hung Hom
Total: 6447 17678 57609 16,167 13964 11013

The expected project period represents the duration of our works with reference to the commencement date
and the expected completion date based on our management’s best estimates according to the expected

completion dates specified in the relevant contracts (if any), the extension period granted by customers (if

any), and the actual work schedule up to the Latest Practicable Date.

The total contract sum represents the original estimated contract sum stated in the contract, or, where
applicable, the adjusted contract sum taking into account the actual amount of orders under the contract

and other updated information provided by the relevant customer.

It represents our best estimation based on factors including the original contract sum, the estimated
completion date specified in the relevant contracts, variation orders received and work progress as at the

Latest Practicable Date.
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Our Group recorded trade receivables of approximately HK$16.6 million and HK$12.0
million from Customer F as at 31 March 2020 and 31 July 2020, respectively. As at the Latest
Practicable Date, all and approximately 55.9% (which amounted to approximately HK$16.6
million and HK$6.7 million respectively) of the trade receivables from Customer F as at 31
March 2020 and 31 July 2020, respectively, were subsequently settled. The unbilled revenue (as
part of contract assets) due from Customer F as at 31 March 2020 and 31 July 2020 amounted to
approximately HK$5.1 million and HK$2.8 million, respectively. As at the Latest Practicable
Date, all of the balances of the unbilled revenue as at 31 March 2020 and 31 July 2020 were
transferred to trade receivables, and all and nil (which amounted to approximately HK$5.1
million and nil respectively) of such balances were settled, respectively. Having taken into
accounts the progress of the construction works, the historical and current past due status and
subsequent settlement information, our Directors considered that there was no significant
deterioration in credit risk assessment on Customer F and therefore no impairment is needed
specifically for outstanding contracts assets and trade receivables from Customer F as at 31
March 2020 and up to the Latest Practicable Date.

Having considered, up to the Latest Practicable Date, (i) the above-mentioned high level of
subsequent settlement of trade receivables as at 31 March 2020 from Customer F; (ii) that no
cancellation, significant delay or suspension has been encountered by our Group for the five
completed projects during Track Record Period and up to Latest Practicable Date and two
ongoing projects with Customer F; (iii) no significant delay in payment of any amounts due
from Customer F; and (iv) the unaudited consolidated financial information of the subsidiary
comprising Customer F for FY2020, nothing has come to our Directors’ attention that the
material uncertainty relating to going concern for the listed company would have material
adverse impact on our business and financial performance, and we will continue to provide
formwork services to Customer F.

As at the Latest Practicable Date, we have submitted 21 tenders with Customer F and are
pending results, representing approximately 14.4% of our total tender value of projects
undergoing tendering process and still pending results. Having considered the above-mentioned
high level of subsequent settlement of trade receivables from Customer F, our Directors are of
the view that our Group shall maintain same level of relationship with Customer F and continue
to capture potential business opportunities with Customer F. To avoid any possible impact on our
Group’s business operations, we will strengthen our internal control in relations to credit risks.
In the forthcoming projects with Customer F, we will carefully monitor their settlement status,
including but not limited to making weekly call to understand the progress and status of payment
certification and settlement after the week of submitting the payment application, sending
payment reminders and statement of outstanding balance more frequently and arranging meeting
every month for overdue trade receivables.

Meanwhile, our Directors believe that even when all our customers are financially sound,
our Group should continue to explore potential business opportunities to generate more revenue
and profits and to minimise reliance on any customer. Therefore, we have been actively
approaching new customers and expanding our client base. For FY2017, FY2018, FY2019 and
FY2020, our revenue was generated from nine, 10, 12 and 13 customers, respectively, with a
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SUMMARY

growth trend of our customer diversity. With a larger customer base, we will result in higher
business volume and be able to generate larger profits.

Our Director are of the view that the ranking of the customers comprising our top five
customers differed in each of FY2017, FY2018, FY2019 and FY2020, indicating that our Group
did not place substantial reliance on any particular one of them for revenue generation.
Meanwhile, in order to reduce our reliance on limited number of customers, we will continue to
submit tenders to new potential customers in the future.

OUTBREAK OF COVID-19

The recent occurrence of COVID-19 in Hong Kong since January 2020 has increased
uncertainties to the economy in Hong Kong in 2020. COVID-19 has also caused a number of
Legislative Council meetings to be cancelled or adjourned. Out of the 16 scheduled meetings of
the Public Works Subcommittee of Legislative Council between February 2020 and May 2020,
five of them were cancelled due to the outbreak of COVID-19. Our Directors are of the view
that the adjournment will cause projects pending approval to accumulate and project funding to
delay. According to the Ipsos Report, growth of the gross output value is expected to decelerate
as most of the Ten Major Infrastructure Projects will have been completed and the impact of
outbreak of COVID-19 is expected to slow down the formwork works industry growth rate from
2020 to 2021.

In view of the outbreak of COVID-19 in Hong Kong, our Group had adopted a contingency
plan for pandemic outbreak in January 2020 to protect our workers from the outbreaks of
infectious diseases. Such preventive measures include, but not limited to, the temperature
screening at entry of construction sites, hand sanitising, personal protection control (respiratory
protection) and environmental disinfection to all potentially contaminated surfaces or items. For
further details regarding preventive measures taken in our construction sites, please refer to the
section headed “Business — Occupational Health and Safety — Hygienic working environment” in
this prospectus.

Our Directors confirm that (i) we have continued the formwork works for all our on-going
projects since the outbreak of COVID-19 and been able to fulfil our obligations under all
existing contracts; and (ii) we have not been notified by our customers that any of our on-going
projects would be suspended or cancelled due to the outbreak of COVID-19 in Hong Kong.

Although as at the Latest Practicable Date, none of our projects was suspended or cancelled
due to the outbreak of COVID-19 in Hong Kong. However, if the situation becomes worse and
causes any of our on-going projects to be suspended or cancelled and/or delay in supply of
construction materials from our suppliers, we may not be able to fulfil our contractual
obligations with our customers. According to the Ipsos Report, it is common that under the main
contract entered into between the main contractor and the employer, the main contractor is
entitled to extend the completion date of the project under circumstances such as COVID-19.
Our Directors believe that once our customers are granted an extension of time, we are able to
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apply for the same extension of time to avoid any potential liquidated damages to be imposed on
us for delay or suspension of the on-going projects.

Our Directors prudently estimate that, as a result of work-from-home arrangement during
the outbreak of COVID-19, issuance of interim payment certificates by customers and settlement
of trade receivables might take a longer time. Our trade receivables turnover days (including
contract assets) increased from approximately 89.2 days for FY2019 to approximately 173.1
days for FY2020. Such significant increase was mainly attributable to (i) the increase in trade
receivables; and (ii) the increase in our unbilled revenue as at 31 March 2020, which was a
combined effect of (i) an increased balance of Project TMB-84 and Project TMB-87 resulted
from the substantial works performed and corresponding payment applications submitted in
March 2020, for which the payment certificates were issued subsequent to 31 March 2020; and
(ii) longer time taken by our customers to process and certify our payment applications during
the outbreak of COVID-19. In view of the business relationships with and reputation of our
customers, our Directors believe that it is unlikely that our customers would default in payment.
In addition, as confirmed with our major suppliers, there is no material adverse impact on the
supply of construction materials due to the outbreak of COVID-19, including but not limited to,
unit price, material availability and delivery schedule.

Although as at the Latest Practicable Date, we did not record any employees/workers
failing to report duty due to the infection of COVID-19 and our Directors are of the view that
our business operation has not experienced material adverse impact as a result of the outbreak of
COVID-19, our Directors nonetheless expect that the forecasted net profit for FY2021
(excluding Listing expenses) will decrease as compared to that for FY2020 (excluding Listing
expenses) as mentioned above. Our Directors will closely monitor the market conditions and
review our Group’s business performance and strategies in light of the potential adverse impact
brought by the outbreak of COVID-19. Our Directors also confirm that our Company will not
use the net proceeds from the Share Offer amid the outbreak of COVID-19 in Hong Kong for
other purposes other than the expansion plan as stated in the section headed “Future plans and
use of proceeds” in this prospectus.

Hypothetical contingency plan

According to the Ipsos Report, it is expected that the outbreak of COVID-19 will lead to a
decrease in the full year revenue of the overall construction industry and building construction
works industry in Hong Kong in 2020 with reference to the impact of epidemics, such as SARS
in 2003, on the gross value of overall construction works performed by main contractors in
Hong Kong. Based on the latest publicly available information, it is expected that the impact of
the outbreak of COVID-19 towards the overall construction industry and building construction
works industry in Hong Kong is less severe than that of the SARS outbreak. For instance, the
current unemployment rate in the construction industry is lower than unemployment rate in the
construction industry during the SARS outbreak. According to the Census and Statistics
Department, the unemployment in the construction industry from March 2020 to May 2020 was
10.8% while that from March 2003 to May 2003 was 19.4%. In addition, the relief package
offered by the Government during the outbreak of COVID-19 is larger than that during the
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SARS outbreak. The relief package launched during the outbreak of COVID-19 was equivalent
to approximately 10% of GDP in 2019 while the relief package launched during SARS outbreak
was only equivalent to approximately 1% of GDP in 2003. With these public statistics, the
impact of COVID-19 outbreak on the construction industries is expected to be less severe,
comparing with the situation during the SARS outbreak. However, the actual situation is subject
to a number of factors, including but not limited to the outbreak extent and duration of the
outbreak of COVID-19.

Our Company has prepared the following hypothetical contingency plan to the extreme
situation if the outbreak of COVID-19 and/or potential recession has become severe in Hong
Kong which results in temporary suspension of formwork works at our Group’s construction
sites.

Key assumptions are set out below:

(i) all construction sites are temporary suspended and our Group will not generate any
income from all on-going projects;

(i) the settlement of trade receivables are prudent estimates based on historical patterns
but all payments to suppliers and outstanding trade payables are settled within the
credit timeframe;

(iii) the expansion plan as stated in the section headed “Future plans and use of proceeds”
is delayed;

(iv) save as staff costs incurred at head office, no other staff costs incurred for all
construction projects;

(v) full time staff, including operational and administrative staff, are encouraged to apply
unpaid leave under mutual consent or dismissed upon proper notice in accordance with
the employment contract and no significant compensation is incurred;

(vi) all necessary routine expenditure and payments, including staff costs at head office
and repayment of borrowings, lease liabilities and interest expenses are paid on a
monthly basis;

(vii) all executive Directors undertake to delay receiving directors’ remuneration;
(viii) minimal operating and administrative costs will be incurred to maintain our Group’s
operation at minimum level (including utility expenses, fees to be incurred as a listed

company such as annual listing fee, annual audit fee, financial reports and compliance
adviser fee);
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(ix) save as existing borrowings, available banking facilities of HK$5 million and further
tax loans, no further internal or external financing from shareholders or financial
institutions; and

(x) no further dividend to be declared and paid.

If there is temporary suspension of formwork works at our Group’s construction sites, our
expansion plan as stated in the section headed “Future plans and use of proceeds” will be
delayed; and the relevant portion of the net proceeds from the Share Offer will be earmarked for
the implementation of the expansion plan when our customers resume the construction works
and the business of our Group resumes to normal level. Based on our Group’s balance of cash
and cash equivalents of approximately HK$30.1 million as at 31 July 2020 and having
considered the approximate 8.6% of net proceeds to be received from the Share Offer upon
Listing as general working capital, and after deducting the remaining listing expenses to be paid
and settlement of amount due to Mr. Leung and related companies upon Listing, our Group will
have sufficient financial resources to maintain the necessary routine expenditure and payments
(including (i) staff costs at our head office; (ii) other operating and administrative costs to
maintain the operation at minimum level; and (iii) repayment of borrowings (including existing
term loans and further tax loans), lease liabilities and interest expenses) under such hypothetical
situation for no less than 36 months.

The abovementioned extreme situation may or may not occur. The abovementioned analysis
are for illustrative purpose only. The actual impact caused by the outbreak of COVID-19 will
depend on its subsequent development, therefore it is a possibility that such impact to our Group
may be out of our Director’s control and beyond our knowledge.

- 23 -



DEFINITIONS

Unless the context otherwise requires, the following expressions have the following

meanings in this prospectus. Certain other terms are explained in the section headed “Glossary

of technical terms”.

“Accountants’ Report”

“Affiliate(s)”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associates(s)”

“Audit Committee”

“Board”

“Buildings Ordinance”

“Business Day” or “business day”

“B VI”

the accountants’ report included in Appendix I to this
prospectus

with respect to any specified person, any other person(s),
directly or indirectly, controlling or controlled by or under
direct or indirect common control with such specified
person

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

the amended and restated articles of association of our
Company, conditionally adopted on 7 September 2020 to
take effect on the Listing Date, a summary of which is set
out in Appendix III to this prospectus, and as amended,
supplemented or otherwise modified from time to time

has the meaning ascribed to it under the Listing Rules

the audit committee of the Board

the board of Directors

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

a day on which banks in Hong Kong are generally open
for business to the public and which is not (i) a Saturday,
Sunday or public holiday in Hong Kong; or (ii) a day on
which a tropical cyclone warning signal no. 8 or above or
a black rainstorm warning signal is hoisted in Hong Kong
at any time between 9:00 a.m. and 5:00 p.m.

the British Virgin Islands
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“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CG Code”

“China” or “PRC”

“close associate(s)”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Companies Law”

the issue of 1,199,998,900 Shares to be made upon
capitalisation of certain sums standing to the credit of the
share premium account of our Company referred to in the
paragraph headed “A. Further information about our
Company — 6. Written resolutions of our sole Shareholder
passed on 7 September 2020” in Appendix IV to this
prospectus

the Central Clearing and Settlement System established
and operated by HKSCC

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

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 individual
or a corporation

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

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

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

has the meaning ascribed to it under the Listing Rules

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

from time to time

the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands
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“Company”

“Compliance Committee”

“connected person(s)”

“Construction Industry Council” or
“CIC’?

“Construction Workers Registration

Ordinance”

“Controlling Shareholders”

“COVID-19”

“Deed of Indemnity”

“Director(s)”

“Employees’ Compensation
Ordinance”

Skymission Group Holdings Limited (KAT % B # KA R
/NH]) (formerly known as Skymission (Global) Group

Holdings Limited (RAECGRB)EBBERARAT)), a
company incorporated in the Cayman Islands as an

exempted company with limited liability on 31 May 2019
under the Companies Law

the compliance committee of the Board

has the meaning ascribed to it under the Listing Rules

the Construction Industry Council of Hong Kong

the Construction Workers Registration Ordinance (Chapter

583 of the
supplemented or otherwise modified from time to time

Laws of Hong Kong), as amended,

has the meaning ascribed to it under the Listing Rules
and, unless the context requires otherwise, collectively
refers to Sky Mission and Mr. Leung, who, together, will
control the exercise of 30% or more of the voting power
at general meetings of our Company immediately after the
Share Offer

Novel Coronavirus (COVID-19) or Novel Coronavirus
Pneumonia, a respiratory illness caused by a new strain of
coronavirus and characterised especially by fever, cough,
and shortness of breath and may progress to pneumonia
and respiratory failure

the deed of indemnity dated 7 September 2020 executed

by our Controlling Shareholders in favour of our
Company (for itself and as trustee for each of its
subsidiaries), the particulars of which are set out in the
paragraph headed “E. Other information — 8. Tax and

other indemnities” in Appendix IV to this prospectus
director(s) of our Company
the Employees’ Compensation Ordinance (Chapter 282 of

the Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time
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“Employment Ordinance”

“ESG Committee”

“Everbright”

“Evergreen”

“Evergrow”

“extreme conditions”

“Factories and Industrial
Undertakings Ordinance”

“FY2016”

“FY2017”

“FY2018”

“FY2019”

“FY2020”

“FY2021”

“GDP”

“Government”

the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

the environmental, social and governance committee of
the Board

Everbright Construction Engineering Holding Limited, a
company incorporated in the BVI on 18 July 2019 with
limited liability and wholly owned by our Company
Evergreen Construction Development Holding Limited, a
company incorporated in the BVI on 18 July 2019 with
limited liability and wholly owned by our Company
Evergrow Construction Equipment Holding Limited, a
company incorporated in the BVI on 18 July 2019 with
limited liability and wholly owned by our Company
extreme conditions including but not limited to serious
disruption of public transport services, extensive flooding,
major land slides or large-scale power outage after super
typhoon as announced by the Government

the Factories and Industrial Undertakings Ordinance
(Chapter 59 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time
the financial year ended 31 March 2016

the financial year ended 31 March 2017

the financial year ended 31 March 2018

the financial year ended 31 March 2019

the financial year ended 31 March 2020

the financial year ending 31 March 2021

Gross Domestic Product

the Government of the Hong Kong Special Administrative
Region
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“GREEN Application Form(s)”

LR TS LR NS

“Group”, “our Group”, “we” or

’

“uS

“Hard Underwriting Agreement”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKS$” or “Hong Kong dollar(s)”
or “HKD” and cent(s)

“HKFRSs”

“HKICPA”
“HKSCC”

“HKSCC Nominees”

“Hong Kong”

the application form(s) to be completed by HK eIPO
WHITE Form Service Provider, designated by our
Company

our Company and its subsidiaries at the relevant time or,
where the context otherwise requires, in respect of the
period prior to our Company becoming the holding
company of its present subsidiaries pursuant to the
Reorganisation, its present subsidiaries

the hard underwriting agreement dated 14 September 2020
entered into between our Company and IWSL, pursuant to
which ITWSL agreed to assume, on a fully underwritten
basis, an underwriting commitment to subscribe, or
procure subscribers to subscribe, for an aggregate amount
of HK$140.0 million, as further described in the section
headed “Underwriting — Underwriting arrangements and
expenses — Hard Underwriting Agreement” in this
prospectus

the application for issue of Public Offer Shares in the
applicant’s own name by submitting applications online
through the designed website at www.hkeipo.hk or the
IPO App

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

www.hkeipo.hk or the IPO App

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

Hong Kong Financial Reporting Standards (including
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations) issued by the
HKICPA

The Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC
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“Hong Kong Branch Share

Registrar”

“Housing Authority”

“Independent Third Party(ies)”

“Inland Revenue Ordinance” or
“IRO”

“IPO App”

“IPSOS”

“Ipsos Report”

“IWSL” or “Stabilising Manager”

“Joint Bookrunners”

“Joint Lead Managers”

“Kennex”

Limited, the branch share

registrar and transfer office of our Company in Hong

Tricor Investor Services

Kong

the Hong Kong Housing Authority, a statutory body
established under the Housing Ordinance (Chapter 283 of
the Laws of Hong Kong)

individual(s) or company(ies) who is (or are) not a
connected person (within the meaning of the Listing
Rules) of our Company, any of its subsidiaries or any of
their respective associates

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

e[PO White
service which can be downloaded by searching “IPO App”

the mobile application for HK Form

in App Store or downloaded at

www.hkeipo.hk/IPOApp or www.tricorglobal.com/IPOApp

Google Play or

Ipsos Asia Limited, an independent market research firm

an independent market research report in respect of the
construction industry in Hong Kong, prepared by Ipsos
which was commissioned by our Company

I Win Securities Limited

Alliance Capital Partners Limited, Celestial Securities
Limited, I Win Securities Limited and Lee Go Securities
Limited

Celestial Securities Limited, I Win Securities Limited, Lee
Limited, Blackwell Global
Limited, Conrad Investment Services Limited and Grand

Go Securities Securities

Partners Securities Limited

Kennex Scaffolding Systems Co., Limited (2 J# 4 R 4%
A B/ F]), a company incorporated in Hong Kong on 23
March 2015 with limited liability and an indirect
wholly-owned

subsidiary of our Company upon

completion of stage (4) of the Reorganisation
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“Labour Department”

“Latest Practicable Date”

“Legal Counsel”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Main Board”

“Mandatory Provident Fund
Schemes Ordinance” or
“MPFSO”

“Memorandum of Association” or
“Memorandum”

“Minimum Wage Ordinance”

“MPF Authority”

the Labour Department of the Government

7 September 2020, being the latest practicable date for the
purpose of ascertaining certain information in this

prospectus prior to its printing

Mr. Poon, Billy C.K., barrister-at-law advising on certain
aspects of Hong Kong law relating to our Group’s
operations, who is an Independent Third Party

the listing of the Shares on the Main Board

the Listing Committee of the Stock Exchange

the date on which dealings in the Shares on the Main
Board first commence

the Rules Governing the Listing of Securities on the Stock

Exchange, as amended, supplemented or otherwise

modified from time to time

the Macau Special Administrative Region of the PRC

the stock market (excluding the option market) operated
by the Stock Exchange which is independent from and
operated in parallel with GEM

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

supplemented or otherwise modified from time to time

the amended and restated memorandum of association of
our Company adopted on 7 September 2020 to take effect
on the Listing Date, a summary of which is set out in
Appendix III to this prospectus,
supplemented or otherwise modified from time to time

and as amended,

the Minimum Wage Ordinance (Chapter 608 of the Laws
of Hong Kong), as amended, supplemented or otherwise
modified from time to time

the Mandatory Provident Fund Schemes Authority
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“Mr. Leung”

“Mr. WC Leung”

“Mr. WH Leung”

“Occupational Safety and Health
Ordinance”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“Placing”

Mr. Leung Yam Cheung (Z2{L#f) (formerly known as
Leung Wah Fei (Z#f)), an executive Director, the
chairman of our Board, one of our Controlling
Shareholders and the father of Mr. WC Leung and Mr.
WH Leung

Mr. Leung Wing Chun (3#%¢#E), an executive Director, a
son of Mr. Leung and a brother of Mr. WH Leung

Mr. Leung Wing Hoi (#248), an executive Director, a
son of Mr. Leung and a brother of Mr. WC Leung

the Occupational Safety and Health Ordinance (Chapter
509 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

the final Hong Kong dollar price per Offer Share
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) of
not more than HK$0.44 and not less than HK$0.35 at
which the Offer Shares are to be subscribed for and issued
pursuant to the Share Offer, to be determined as described
under the section headed “Structure and conditions of the
Share Offer — Pricing and allocation — Determining the
Offer Price” in this prospectus

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

the option expected to be granted by our Company to the
Placing Underwriters exercisable by the Joint Bookrunners
(for themselves and on behalf of the Placing
Underwriters), pursuant to which our Company may be
required to allot and issue up to an aggregate of
60,000,000 additional Offer Shares representing up to
15% of the number of Offer Shares initially available
under the Share Offer, at the Offer Price solely to cover
over-allocations in the Placing, if any, as further described
in the section headed “Structure and conditions of the
Share Offer” in this prospectus

the conditional placing of the Placing Shares by the
Underwriters with professional, institutional, corporate
and/or other investors at the Offer Price, as further
described in the section headed “Structure and conditions
of the Share Offer” in this prospectus
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“Placing Shares”

“Placing Underwriter(s)”

“Placing Underwriting Agreement”

“Predecessor Companies
Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

the 360,000,000 Shares initially being offered by us for
subscription at the Offer Price under the Placing (subject
to reallocation and the Over-allotment Option as described
in the section headed “Structure and conditions of the
Share Offer” in this prospectus)

the underwriter(s) of the Placing whose names are set out
in the section headed “Underwriting - Placing
Underwriters” in this prospectus

the conditional underwriting agreement dated 14
September 2020 relating to the Placing and entered into
by the Sponsor, the Joint Bookrunners, the Joint Lead
Managers, the Placing Underwriters, our executive
Directors, our Controlling Shareholders and our Company,
as further described in the section headed “Underwriting”
in this prospectus

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong) prior to its repeal and replacement on 3
March 2014 by the Companies Ordinance

the agreement to be entered into between the Joint
Bookrunners (for themselves and on behalf of the
Underwriters) and our Company on or around the Price
Determination Date to fix the Offer Price

the date, expected to be on or about Friday, 18 September
2020, on which the Offer Price is determined and, in any
event, no later than Monday, 21 September 2020

the offer of the Offer Shares for subscription by the public
in Hong Kong at the Offer Price on the terms and
conditions described in this prospectus and the
Application Forms

the 40,000,000 Shares initially being offered for
subscription by our Company at the Offer Price under the
Public Offer (subject to reallocation as described in the
section headed “Structure and conditions of the Share
Offer” in this prospectus)

the underwriters of the Public Offer, whose names are set
out in the section headed “Underwriting — Public Offer
Underwriters” in this prospectus
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“Public Offer Underwriting
Agreement”

“Reorganisation”

“Reporting Accountants”

“Safety Adviser”

“SARS”

“SFC” or “Securities and Futures
Commission”

“SFO” or “Securities and Futures
Ordinance”

“Share(s)”

“Shareholder(s)”
“Share Offer”

“Sky Mission”

“Sponsor”

the conditional underwriting agreement dated 14
September 2020 relating to the Public Offer and entered
into by our Controlling Shareholders, the Sponsor, the
Joint Bookrunners, the Joint Lead Managers, the Public
Offer Underwriters, our executive Directors and our
Company, as further described in the section headed
“Underwriting — Underwriting arrangements and expenses
— The Public Offer - Public Offer Underwriting
Agreement” in this prospectus

the corporate reorganisation of our Group conducted in
preparation for the Listing, details of which are set out in
the section headed “History, Reorganisation and corporate
structure” in this prospectus

Mazars CPA Limited, the reporting accountants of our
Company

Mr. Chan Wai Shing, an independent registered safety
auditor engaged by our Group

Severe Acute Respiratory Syndrome

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time

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

shareholder(s) of our Company from time to time
the Public Offer and the Placing

Sky Mission Group Limited (RALHEBRAWRATR]), a
company incorporated in the BVI with limited liability on
12 February 2019 and wholly owned by Mr. Leung

Alliance Capital Partners Limited, a licensed corporation
to carry on type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities under
the SFO, acting as the sole sponsor to our Company’s
application for Listing
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DEFINITIONS

“Stock Exchange”

“subsidiary(ies)”

“Takeovers Code”

“Tax Adviser”

“Temmex”

“Temmex Brothers”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S. dollar(s)” or “US$” or

“USD”

“U.S. Securities Act”

“WHITE Application Form(s)”

The Stock Exchange of Hong Kong Limited
has the meaning ascribed to it under the Listing Rules

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

Mazars Tax Services Limited, the tax adviser of our
Company

Temmex Engineering Limited (K3E LEAMRAFA), a
company incorporated in Hong Kong on 21 October 1998
with limited liability and an indirect wholly-owned
subsidiary of our Company upon completion of stage (4)
of the Reorganisation

Temmex Brothers Engineering Limited (K35 T#&A
FR/AH]), a company incorporated in Hong Kong on 9
October 2008 with limited liability and an indirect
wholly-owned subsidiary of our Company upon
completion of stage (4) of the Reorganisation

comprises the period for the four years ended 31 March
2020

the Public Offer Underwriters and the Placing
Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

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

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

the application form(s) for use by the public who

require(s) such Public Offer Shares to be issued in the
applicant’s or applicants’ own name(s)
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DEFINITIONS

“YELLOW Application Form(s)” the application form(s) for use by the public who
require(s) such Public Offer Shares to be deposited
directly into CCASS

“sq. ft.” square foot
“sq. m.” square metre
“%” per cent.

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

All times refer to Hong Kong time. Unless otherwise specified, references to years in this
prospectus are to calendar years.
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GLOSSARY OF TECHNICAL TERMS

these terms.

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

“CAGR”

“falsework system”

“formwork”

“ISO”

“ISO 14001:2015”

“ISO 45001:2018~

“ISO 9001:2015”

“main contractor”

“metal scaffold equipment”

“private sector”

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

a temporary structure used to support permanent structure
during its construction and until the structure becomes
self-supporting

a temporary mould which is used to support the poured
concrete until the poured concrete is able to maintain its
shape

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

a standard published by ISO, prescribing specific
requirements for an environmental management system in
an organisation

a standard published by ISO, prescribing specific
requirements for an occupational health and safety
management system in an organisation

a standard published by ISO, prescribing specific
requirements for a quality management system in an
organisation

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

one of the major equipment for formwork works by
forming a falsework system

a composition of organisations that are not owned or
operated by the Government or statutory bodies
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GLOSSARY OF TECHNICAL TERMS

“public sector”

“Registered General Building
Contractor”

“Registered Specialist Trade

Contractors Scheme”

“schedule of rates”

“subcontractor”

“Subcontractor Registration
Scheme”

“system formwork”

“Ten Major Infrastructure Projects”

“traditional formwork”

a composition of organisations that are owned or operated
by the Government or statutory bodies

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

a registration scheme launched on 1 April 2019 by the
CIC, which comprises registered specialist trade
contractors of seven designated trades and registered
subcontractors of other common trades

a schedule containing items which are relevant to the
contract works with the applicable unit rate to be charged
against each item

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

an industry-wide registration scheme administered by the
CIC to improve the regulation and management of
subcontracting which aimed at building up a pool of
capable and responsible subcontractors with specialised
skills and strong professional ethics (has been replaced by
the Registered Specialist Trade Contractors Scheme since
1 April 2019)

a formwork system formed by using aluminium and/or
steel

10 major infrastructure projects announced in the 2007-08
policy address by the Government, including South Island
Line, Sha Tin to Central Link, Tuen Mun-Chek Lap Kok
Link and Tuen Mun Western Bypass, Hong Kong section
of the Guangzhou-Shenzhen-Hong Kong Express Rail
Link, Hong  Kong-Zhuhai-Macao  Bridge, Hong
Kong-Shenzhen Western Express Line, Lok Ma Chau
Loop, West Kowloon Cultural District, Kai Tak
Development, and North East New Territories New
Development Areas

a formwork system formed by using timber and plywood
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FORWARD-LOOKING STATEMENTS

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

. our business and operating strategies, mission statement, plans, objectives and goals;

. the performance of global financial markets, including changes in our ability to access
the capital markets and changes in the level of interest rates;

. the business opportunities that we may pursue;

. our dividend policy; and

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

The words “aim”, “anticipate”, “believe”, “can”, *“could”, “estimate”, “expect”, “going
forward”, “intend”, “may”, “might”, “plan”, “potential”, “predict”, “project”, “seek”, “should”,
“will”, “would” and the negative of these terms and other similar expressions, as they relate to
us, are intended to identify a number of these forward-looking statements. These
forward-looking statements reflect our current views with respect to future events and are not a
guarantee of future occurrence of such events. Actual outcomes may differ materially from
information contained in the forward-looking statements as a result of a number of uncertainties
and factors, including but not limited to:

. our ability to achieve growth of existing businesses and expansion of operations
through investments;

. developments in, or changes to, laws, regulations, governmental policies, taxation or
accounting standards or practices affecting our operations, especially those related to
Hong Kong;

. general political and global economic conditions, especially those related to Hong

Kong, and macro-economic measures taken by the Hong Kong government to
management economic growth; and

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

One or more of the above-mentioned risks or uncertainties may materialise.
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FORWARD-LOOKING STATEMENTS

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

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

RISKS RELATING TO OUR BUSINESS

Our business relies on successful tenders of formwork works projects which are
non-recurrent in nature

Our Group principally provides formwork works services in the construction industry in
Hong Kong. Our services are provided on a project-by-project and non-recurring basis, and we
do not have any long-term commitments with any of our customers. In addition, we are required
to compete against our competitors in a tendering process in order to secure new projects. For
FY2017, FY2018, FY2019 and FY2020, we recorded a tender success rate of approximately
16.9%, 13.4%, 12.1% and 13.9%, respectively. Our ability to compete for and secure formwork
works contracts is one of the key factors attributing to our success as well as our ongoing
growth and future profitability.

There is no assurance that our Group will be able to maintain or increase our success rate
of attaining the engagement for projects tendered and quoted in the future. Upon the completion
of our contracts or work orders on hand, in the event that our Group is unable to receive new
tender invitations or to be awarded new contracts or work orders or there is a significant
decrease in the number of tender invitations or contracts available for bidding in the future, our
business in general, our business operations and financial results and prospects of our Group
would be adversely and materially affected.

Our business operations and financial results may be adversely affected if there is an
outbreak of any severe communicable diseases such as COVID-19

Our business is subject to the outbreak of severe communicable diseases (such as swine flu,
avian flu, SARS or coronavirus (including COVID-19)) and/or other adverse public health
developments in Hong Kong. The outbreak of COVID-19 is still ongoing as at the Latest
Practicable Date and there is no guarantee that the situation will deteriorate or the outbreak will
come to an end in the near future. If the development of COVID-19 continues to be severe or
intensified, which is beyond our control or knowledge or expectation, the economic conditions
and market sentiment in Hong Kong may be further dampened and affected adversely. This may
also result in the implementation of more stringent pandemic preventive measures to control the
spread of COVID-19 by the Government, e.g. entering a total lockdown which prohibits the
carrying out of our construction operations. In such event, our revenue for FY2021 will further
decrease significantly as compared to that for FY2020. Such potential decrease is mainly
attributable to, including but not limited to, (i) the delay or suspension due to new pandemic
preventive measures by the Government; (ii) the cancellation of ongoing projects by our
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customers; (iii) the potential disruptions to future Legislative Council meetings leading to delays
in approval for funding of construction works in the public sector; and (iv) the increase in
impairment loss on trade receivables due to the deterioration in our ability to collect trade
receivables or the failure to settle outstanding trade receivables by our customers within the
agreed schedule or at all. If the outbreak of COVID-19 is not effectively controlled in the near
future, our business operations and financial results may be adversely affected.

A significant portion of our revenue during the Track Record Period was attributable to the
contracts and work orders awarded by a limited number of customers and any significant
decrease in the revenue contributed from our major customers would materially and
adversely affect our financial condition and operating results

A significant portion of our revenue was derived from a limited number of customers. For
FY2017, FY2018, FY2019 and FY2020, our largest customer accounted for approximately
30.5%, 35.7%, 40.2% and 41.2% of our total revenue and our five largest customers in aggregate
accounted for approximately 97.6%, 92.1%, 98.9% and 93.8% of our total revenue, respectively.
As most of our works are granted on a project-by-project basis, there is a risk that our Group
may not be awarded with new contracts or work orders by our major customers upon the
completion of the current projects. We do not have any long-term commitment with our major
customers and our major customers have no obligation to engage us for any new or subsequent
projects. In the event that our Group is unable to secure new contracts or work orders with our
major customers and is also unable to secure suitable projects of a comparable size and quantity
as replacements from other customers, our Group’s financial condition and operating results
would be materially and adversely affected.

In relation to the material uncertainty relating to going concern for the parent company of
Customer F, since Customer F has been one of our Group’s top five customers during the Track
Record Period, the details of which are set out in the section headed “Summary — Material
Uncertainty Relating to Going Concern for Customer F” in this prospectus, the financial
conditions of its parent company may have impacts on the business operations and financial
conditions of Customer F.

Customer F accounted for approximately 17.5%, 18.6% and 16.4% of our revenue for
FY2018, FY2019 and FY2020, respectively. As at the Latest Practicable Date, our Group still
has projects with Customer F in backlog and had no intention to halt the business relationship
with Customer F. Nevertheless, if any part or whole of our business relationship with Customer
F is halted due to defaults of its parent company and the bank’s demand under the facility
agreement or any financial difficulties on the part of its parent company, our business, results of
operations, financial performance and future prospects may be materially and adversely affected.

We rely on key management personnel
Our success and growth is, to a large extent, attributable to the continued commitment of

our executive Directors and our senior management team, and our capability to identify, hire and
retain suitable and qualified employees, including management personnel with the necessary
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industry experience as described in the section headed “Directors and senior management” in
this prospectus. Our Directors, in particular, our executive Directors, are important to our
continued development as they have extensive experience and business connections in the
construction industry in Hong Kong. Any unanticipated departure of our Directors and/or our
senior management team without timely and appropriate replacement may have a material
adverse impact on our business operations and profitability.

Our project performance may be affected by the shortage of labour

Construction works are generally labour intensive and we may encounter difficulties in
securing sufficient labour for our construction works. According to the Construction Industry
Council, as of July 2020, about 43.6% of the 524,590 registered construction workers were aged
50 or above. With the ageing labour force, the industry is struggling to attract and retain skilled
workers. As the ageing population grows, we may struggle to source appropriate levels of labour
to execute our projects.

There is no assurance that the supply of labour and average labour costs, particularly for
skilled labour, will remain stable at all times. Labour intensive projects are more susceptible to
labour shortages. If we were to incur labour shortages or a rise in labour costs during the course
of a project, our profit will be reduced and our profit margins will be adversely affected.

During the Track Record Period, our direct labour costs, as part of the cost of services,
amounted to approximately HK$313.7 million, HK$285.2 million, HK$357.0 million and
HK$230.5 million, respectively, representing approximately 81.2%, 79.6%, 85.7% and 64.9% of
our cost of services during the corresponding periods.

According to the Ipsos Report, the average daily wage for workers engaging in the
construction industry in Hong Kong increased from HK$1,067.5 per worker per day in 2013 to
HK$1,382.6 per worker per day in 2019, at a CAGR of approximately 4.4%. We cannot assure
you that the labour supply and average labour costs will remain stable in the future. If we fail to
retain existing labour and/or recruit sufficient labour in a timely manner to execute our existing
or future projects in a timely manner, we may not be able to complete our projects on schedule
and may be subject to claims for liquidated damages from our customers and/or incur loss.

We make estimation of the project price based on our estimated time and costs in our
tenders and any failure to accurately estimate the time and costs involved and/or delay in
completion of any project would lead to cost overruns or even result in losses and adversely
affecting our operations and financial results

We determine the price of our tender based on our estimated cost plus a certain markup
margin. Our ability to submit tender proposal at a competitive price with adequate profit margin
to maintain our profitability depends on various factors. We determine the tender price based on
information made available to us by our potential customers, taking into account, among others,
the scope and complexity of the project, site conditions, project time frame, estimated
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construction materials costs, labour and extent of subcontracted works required, our relationship
with customers and prevailing market conditions.

Significant changes in any of these or other relevant factors may lead to delays in
completion of our project works or cost overrun by us, and there is no assurance that the actual
time and costs incurred by us will match our initial estimates. As our contracts or work orders
with customers during the Track Record Period were generally fixed price contracts or work
orders for which our unit prices stated in the schedule of rates are fixed and without any price
adjustment clause, once we agree on the tender price with our customer, we will be required to
bear any additional costs incurred. Such delays, cost overruns or mismatches of actual time and
costs with our estimates may cause our profitability to be lower than what we expected.

During the Track Record Period, we recorded five completed projects with an aggregate
overall loss of approximately HK$7.2 million, which were partially due to cost overrun. For
further details of the loss-making projects, please refer to the section headed “Business — Sales
and marketing — Pricing strategy” in this prospectus.

In addition, the contracts or work orders we entered into during the Track Record Period
normally contain specific completion schedule requirements and liquidated damages provisions
(i.e. we may have to pay our customers liquidated damages if we do not meet the schedules). To
the extent that our customers do not grant us time extension, our Group may be subject to
liquidated damages due to delay in completing the project or schedule requirements of our
contracts, calculated on the basis of a fixed sum per day or according to certain damages
calculating mechanism as stipulated under the contract for the period which the works remain
incomplete. This may reduce or diminish our expected profit and cash inflow from the relevant
projects as we are unable to maintain our costs within our original estimations. Any material
inaccurate estimation in the time and costs involved in a project would give rise to delays in
completion of works and/or cost overruns, which in turn would materially and adversely affect
our Group’s financial condition, profitability and liquidity.

Any significant increase in construction material costs and/or the occurrence of any
substandard construction materials may have adverse impacts on our financial results

Our principal construction materials mainly include timber, plywood, metalware and
aluminium formwork which we acquire through our suppliers. For FY2017, FY2018, FY2019
and FY2020, our cost of construction materials were approximately HK$40.6 million, HK$51.0
million, HK$36.0 million and HK$77.4 million respectively, representing approximately 10.5%,
14.2%, 8.6% and 21.8% of our cost of services, respectively. We generally prepare tender
responses based on our estimated project costs (which mainly include direct labour costs and
material costs) plus a mark-up margin. However, the related actual material costs cannot be
ascertained accurately when we prepare tenders or quotations. Any unexpected material
fluctuations in such charges or costs during the course of the execution of our projects may
affect our profitability.
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There is no guarantee that the quality of construction materials supplied to our Group will
always meet our required standards, and we may be forced to replace these construction
materials from other suppliers at additional costs, which will also cause delay to the completion
of the project. Furthermore, we cannot guarantee that the costs of these materials will be stable
as we are exposed to the risk of fluctuations in the prices of these materials. If we are unable to
factor these potential fluctuations into our tenders and pass all or part of such additional costs to
our customers, or reduce other costs, our financial results and position may be materially and
adversely affected.

Our historical results may not be indicative of our future performance

As our business is project-based, and our revenue and profit margins in respect of the
relevant construction projects are dependent on the pricing of our tender, which may be affected
by factors that are specific to the project, such as the length of the contract period, the
complexity of the relevant construction designs and the expected costs of the construction
works, there is no assurance that we will always be able to maintain similar levels of
profitability as those during the Track Record Period. For FY2017, FY2018, FY2019 and
FY2020, our gross profit amounted to approximately HK$53.7 million, HK$57.1 million,
HK$88.5 million and HK$79.2 million, respectively, and our gross profit margin amounted to
approximately 12.2%, 13.8%, 17.5% and 18.2%, 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 business opportunities and to control
our costs.

There is no assurance that our operating and financial results in the future will remain at a
level comparable to those recorded during the Track Record Period or will not decline and that
we will be able to achieve the performance as we did during the Track Record Period. Investors
should not solely rely on our historical financial information as an indication of our future
financial or operating performance since our financial condition and prospects would be
materially and adversely affected by any future decrease in our profit margin.

Our Group may incur extra cost in workers’ training and recruitment of workers following
the implementation of construction workers registration scheme in 2017

The Construction Workers Registration Ordinance (CWRO) was enacted in July 2004 with
the principal objective to establish a construction workers registration system through
assessment and certification of the skill levels of all construction workers so as to ensure quality
of construction works and to raise the status of construction workers. Following the amendment
of the Construction Workers Registration Ordinance in 2014, the requirements of “designated
workers for designated trades” have been fully implemented under the construction workers
registration scheme in April 2017. Skilled construction workers are required to register
according to their respective skills. Registered workers with skills in carpentry (formwork —
building construction) are generally required to perform our formwork works. It is expected that
our Group may incur extra resources in workers’ training in order to meet the requirements of
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the registration scheme promulgated by the Government. Cost of workers may also increase
following the implementation of relevant qualification framework. Failure to recruit workers
with suitable qualification and registration at reasonable cost or at all will have material and
adverse effect to the operations of our Group.

We are exposed to our customers’ credit risks. Our cash flow may fluctuate and our
liquidity position would be adversely affected if our customers fail to make payment on
time or in full

Our Group generally pays the upfront costs, such as subcontracting fees and costs of
materials and other set up costs in the early stage of a project before we received any payment
from our customers. Our projects normally require our customers to make progress payments
with reference to the value of works done without any advance payment. Please refer to the
section headed “Business — Our customers — Principal terms of engagement” in this prospectus
for further details. Therefore, we will normally incur net cash outflows at an early stage of
carrying out our projects and our cash flows of a particular project will turn from net cash
outflows at the early stage into accumulative net cash inflow gradually as the works progress. If
we take up a large number of significant projects requiring substantial costs at a particular
period of time, there is no assurance that we can maintain sufficient control over our cash flow
and we may not have sufficient and timely cash inflow from other projects to cover.

Our trade receivables amounted to approximately HK$2.7 million, HK$7.5 million,
HK$11.6 million and HK$138.5 million as at 31 March 2017, 31 March 2018, 31 March 2019
and 31 March 2020, respectively; while our contract assets amounted to approximately HK$79.3
million, HK$108.5 million, HK$119.3 million and HK$142.8 million as at the corresponding
dates, respectively. For FY2017, FY2018, FY2019 and FY2020, our trade receivables turnover
days (including contract assets) was approximately 74.6 days, 87.0 days, 89.2 days and 173.1
days, respectively. Progress payments will not always be paid to us on time or in full. We may
experience significant cash flow mismatch when there is a significant timing difference between
making payments to our suppliers and subcontractors and receiving payments from customers. In
the event of defaulting payments by any of our major customers, we may be unable to recover a
significant amount of the receivables. In addition, if there is any difficulty in collecting a
substantial portion of our trade receivables or any material mismatch in time between receipt of
progress payments from our customers and payment of initial upfront costs and we fail to
manage the fluctuation of our cash flows, our cash flows, business operations and financial
condition would be materially and adversely affected.

We recorded a net operating cash outflow for FY2020 and may have difficulty meeting our
payment obligations if we continue to record net operating cash outflow in the future

During the Track Record Period, our Group recorded a net operating cash outflow of
approximately HK$4.0 million for FY2020, consisting primarily of approximately HK$56.6
million of cash generated from operations before working capital adjustments and net working
capital adjustments of approximately HK$50.6 million, further adjusted by income tax paid and
finance cost paid of approximately HK$9.9 million. Please refer to the paragraphs headed
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“Liquidity and capital resources — Cash flow — Cash flows from operating activities” in the
“Financial information” section of this prospectus for detailed analysis of the decrease.

We cannot guarantee that prospective business activities of our Group and/or other matter
beyond our control (such as market competition and changes to the macroeconomic environment)
will not adversely affect our operating cash flow and lead to net operating cash outflows in the
future.

If we face a net operating cash outflow in the future, (i) we may not have sufficient
working capital to cover our operating costs and we may have to fund our operating costs by
obtaining bank borrowings. There is however no assurance that we will succeed in obtaining
bank borrowings at terms favourable to us and we may incur significant finance costs for any
such bank borrowings; and (ii) our liquidity may be adversely affected and we may not be able
to meet the payment obligations, such as our trade payables. This may materially and adversely
affect our business, financial position and results of operations.

We may not receive the full amount of contract assets or receive the amount in a timely
manner that stated in our payment application to customer

As at 31 March 2017, 31 March 2018, 31 March 2019 and 31 March 2020, we recorded
contract assets of approximately HK$79.3 million, HK$108.5 million, HK$119.3 million,
HK$142.8 million, respectively. Contract assets are recognised when our Group recognises
revenue before being unconditionally entitled to the consideration under the payment terms set
out in the contract. There is normally a timing difference between the completion of contract
work, the payment application by us and the issue of payment certificates by our customers and
up to the payment by our customers. There is no assurance that we will receive the full amount
of contract assets for contract works or received the amount in a timely manner as our customers
may not agree on our work done stated in our payment application submitted to them. If we are
not able to do so, our results of operation, liquidity and financial position may be adversely
affected.

Our liquidity position may be adversely affected if progress payments or retention money is
not paid or released to us on time or in full or the construction project cash flows are
inhibited

We normally apply for progress payments on a monthly basis, and subsequently receive
progress payments from our customers, who are mainly the main contractors of construction
projects. A progress payment is generally made monthly by reference to the value of works done
in that month. A portion of the contract value (which is generally subject to a maximum of 5%
of the total contract value) is usually withheld by our customers as retention money, which will
generally be released to us partially after completion of the works and the remaining is released
to us after a defects liability period ranging from 12 months to 24 months, depending on the
terms of individual contracts, or within 12 months after completion of our works. As at 31
March 2017, 31 March 2018, 31 March 2019 and 31 March 2020, retention money receivables,
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as part of our contract assets, of approximately HK$40.8 million, HK$41.2 million, HK$38.4
million and HK$42.7 million, respectively, were retained by our customers.

The examination process to verify the completion of works may give rise to disputes and
thus our customers may withhold retention money in part or in full, or they may delay in the
settlement of such retention money. Further, our customers may request changes to the original
design or require additional services through the issuance of variation orders. However, the
additional works carried out by us may not be fully covered under the scope of the original
contract. There may also be occasions where additional fees may not be determined or agreed
upon with our customers generally throughout the various stages of the project. Thus, we may
only receive part of the anticipated progress payments during the course of the project. Any
failure by our customers to make payments on time or in full may have an adverse effect on our
future liquidity position. If we are not able to maintain a sufficient amount of working capital
and cash flow for meeting our cost requirements, our capacity to undertake new projects may be
limited and accordingly, our financial performance and results of operations may be adversely
affected.

The price of our variation works may not be clearly determined

During the course of implementation of the construction projects, our customers present our
Group with “variation orders” to request for a change in or modification to the scope of works,
or as a request for us to perform works beyond the original scope of the contracts. The terms of
these variation orders must be agreed upon between our Group and our customers based on
principles including, among others, that where any additional works to be carried out is of the
same as or similar nature to (and executed under the same or similar conditions and
circumstances) any item of work already set out and priced under the original contract, these
additional works shall be valued at the same rate set out in the original contract. However, if the
additional works are not the same or similar in the manner as those set out within the original
contract and our Group and our customers fail to reach an agreement on the rate for carrying out
the variation works, the customers may unilaterally fix a rate that they believe to be reasonable.
If our Group disagrees on such rates, contractual disputes with our customers may arise. Our
results of operation, liquidity position and financial position may therefore be adversely
affected.

We may face warranty claims by our customers

A defects liability period may be given by our Group to our customers during which we are
responsible for rectifying all our works defects. The length of the defects liability period
depends on the nature of the works. For instance, we are generally not required to provide a
defects liability period, but may provide such a period of approximately 12 to 24 months if so
requested. If a claim is raised during the defects liability period, we may need to spend a
significant amount of resources to identify and rectify the defects. Our business operations and
financial condition may therefore be materially and adversely impacted by the additional costs
associated with manpower and materials required to rectify any such defect.
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Our business strategy and future plans may not be successful or achieved within the
expected timeframe or estimated budget

Our ability to continue to grow our business will depend on our continuing ability to
successfully implement our business strategies and future plans, including continuing to expand
our scope of services, competing for large-scale formwork works contracts, improving our
margins and profitability, capturing the growing formwork works. The successful implementation
of our business strategies and future plans as described in the section headed “Future plans and
use of proceeds” in this prospectus are based on current estimates and assumptions and depend
on a number of factors including the availability of funds, market competition and our ability to
retain and recruit competent employees. Some of the factors are beyond our control and by
nature, are subject to uncertainty, such as the general market conditions in Hong Kong, the
change in the government’s policy or regulatory regime of the formwork works industry in Hong
Kong.

However, our business strategies and future plans may be hindered by risks including but
not limited to those mentioned elsewhere in this section. There is no assurance that our business
strategies and future plans will be implemented successfully. Moreover, there is no assurance
that our Group will be able to successfully maintain or increase our market share, grow our
business or expand our services and customer base successfully after deploying our Group’s
management and financial resources. Any failure to maintain our current market position or
implement our business strategies and future plans would materially and adversely affect our
business, financial condition and the results of operations.

Construction litigation and disputes may adversely affect our Group’s performance

Owing to the nature of our business, we are exposed to the risk of being involved in
disputes with our customers, workers and other parties involved in our projects in differing
capacities. Such disputes may be in connection with the delivery of what may be perceived to be
substandard works, late completion of works, labour compensation or personal injuries in
relation to the works. For example, contractual claims may arise regarding the payment of
outstanding contract fees with personal injuries compensation claims may arise in relation to any
industrial accidents happened in our construction sites. Please refer to the section headed
“Business — Litigation and claims” in this prospectus for further information on the disputes or
litigation we encountered during the Track Record Period and up to the Latest Practicable Date.
Our management’s attention and internal resources may be significantly diverted for the handling
of such contractual disputes, litigations and other legal proceedings, which can be both costly
and time consuming. Regardless of the merits of the case, these disputes may damage our
relationship with the relevant customers, suppliers or workers, which may affect our reputation
in the construction industry, thus adversely affect our business operations, financial results and
profitability.
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We were involved in certain safety-related non-compliance incidents

Our operation is subject to certain safety-related laws and regulations. For details, please
refer to the section headed “Regulatory overview — Labour, health and safety” in this prospectus.
Whilst we closely supervise and monitor our employees and subcontractors in the
implementation of all of our safety measures and procedures during the execution of works, we
cannot guarantee that our employees will follow our safety measures and/or will not breach any
applicable rules, laws or regulations. Personal injuries, property damage or fatal accidents may
result if any such employees or subcontractors fail to follow the safety measures at our project
sites.

During the Track Record Period, we were involved in certain safety-related non-compliance
incidents and a fatal accident; and legal action was threatened against our Group under the
Factories and Industrial Undertakings Ordinance and its subsidiary regulations. Despite our
safety management systems, there is no assurance that safety-related non-compliance will never
occur in the future due to human error or failure of our workers to adhere to our safety
measures. According to the Ipsos Report, reputation and credibility are the key factors of
competition in the formwork works industry. Any non-compliance or conviction records may
adversely affect our reputation, and this may in turn affect our chances of winning future
tenders. Further, if any non-compliance of similar or other nature occurs in the future, we may
be subject to fine, business interruptions and/or other legal and operation consequences, which
may adversely and materially affect our business operation and financial position.

If a fatal accident occurs at a construction site that our Group is responsible for, it may
lead to claims or other legal proceedings against our Group as well as the relevant authority
re-evaluating the qualifications of our Group. If we are unable to renew or otherwise maintain
our licences, permits or qualifications, our Group may not be able to obtain certain new projects,
and thereby our financial position and prospects would be materially and adversely affected.

Our insurance may not fully cover all the potential losses arising from claims and litigation
and our insurance premium may increase from time to time

We provide formwork works services as subcontractors and are covered by the employees’
compensation insurance and contractors’ all risks insurance taken out by the project’s main
contractor. Please refer to the section headed “Business — Our insurance” in this prospectus for
further details. There is no assurance that all potential losses and expenses incurred from
damages or liabilities in relation to our business will be fully covered by the insurance taken out
by our customers. To the extent that our insurance does not cover such losses, damage or
liabilities, the resulting payment to cover such losses, damage or liabilities may have a material
adversely effect on our business operations and financial conditions.
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RISKS RELATING TO OUR INDUSTRY

The recent outbreak of COVID-19 worldwide may result in the slowdown of global
economy

The recent outbreak of COVID-19 in Hong Kong since January 2020 has increased
uncertainties to the economy in Hong Kong in 2020, which had already been weakened by social
unrest since June 2019 and the US-China trade tension. All of these situations may affect our
industry and cause temporary suspension of projects and shortage of labour and raw materials,
which would severely disrupt our operations and have a material adverse effect on our business,
financial condition and results of operations. The adjournment of Legislative Council meeting
between February 2020 and May 2020 caused by the outbreak of COVID-19 resulted in delays
in approval of the public construction projects. Our Directors recognise that, if the development
of COVID-19 persists or intensifies, the economy in Hong Kong may be adversely affected. In
such event, the resultant unfavourable economic conditions of Hong Kong, dampened market
sentiment and decreased purchasing power of the general public could be a disincentive for
property developers or other ultimate customers to commence new construction projects, thus
delaying or reducing the number of new projects to be awarded to us.

Health safety risks during the outbreak of COVID-19 may also lead to labour shortage,
increase in wages of the workers, and interruption of our business operation, delaying the work
progress of our projects as a result. Our operations could be disrupted if any of our employees
or employees of our subcontractors were suspected of contracting or contracted an epidemic
disease, since this could require us and our subcontractors to quarantine some or all of these
employees and disinfect our works sites and facilities used for our operations.

In addition, our revenue and profitability could also be reduced to an extent if COVID-19
or any natural disaster, health epidemic or other virus outbreak harms the overall economy in
Hong Kong. These adverse impacts, if materialise and persist for a substantial period, may
significantly and adversely affect our business operation and financial performance.

Our business depends on the economic, political and social conditions in Hong Kong

We conduct business in Hong Kong only and do not plan to expand our operations outside
Hong Kong in the near future. Consequently, our business operations may be affected by the
economic, political and social conditions in Hong Kong. For example, as the result of the local
political circumstances, we may experience: (i) disruptions to the proceedings of the Legislative
Council leading to delays in approval for funding, which will in turn cause delays to public
sector construction works; (ii) protests and strikes affecting the progress of our works; (iii) theft
of equipment and materials from construction sites leading to a disruption to our works and high
costs incurred in the replacement of such equipment and materials; and (iv) outbreak of
infectious diseases including swine flu, avian flu, SARS or the coronavirus (including
COVID-19) and any other related or mutated forms of infectious diseases (or the escalation
and/or intensification of any outbreak, epidemic and/or pandemic of the foregoing).
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Social unrest commenced in Hong Kong in June 2019 and the duration and direction of the
social unrest remains unclear. There can be no assurance that large-scale protests will be
infrequent or that they will not be prolonged, or that there will not be other events which could
lead to the disruption of the economic, political and social conditions in Hong Kong. Moreover,
most recently, the novel coronavirus named COVID-19 by the World Health Organisation was
first reported in December 2019. Such events in Hong Kong could severely disrupt our business
operations by having a negative impact on the reduced demands for our services and delay in the
progress of our formwork works projects. If such future movements or events persist for a
prolonged period of time or that the economic, political and social conditions in Hong Kong are
to be disrupted, the demand or the progress of our formwork works, and thus our overall
business and results of operations may be adversely affected.

The Government’s budget and funding for public sector projects may be adversely affected
by lawmakers’ filibustering in the Legislative Council and the adjournment of the
Legislative Council

During the Track Record Period, part of our revenue was derived from public sector
projects. However, in recent years, filibustering by Hong Kong lawmakers and the adjournment
of the Legislative Council have in certain cases led to the failure of or delay in the funding
approval for certain public sector projects initiated by the Government. Therefore, we cannot
guarantee that the Government’s budget and funding for construction projects may not be
delayed, reduced or adversely affected as a result of lawmakers’ filibustering in the Legislative
Council and the adjournment of the Legislative Council. Any delay or reduction in the planned
Government’s budget and funding may affect the timeliness and development of the construction
industry in Hong Kong. In addition, there is also a risk in relation to the delay of awarding
government contracts and the commencement of certain public sector projects. In the above
situations, our business and financial position could be materially and adversely affected.

The growth of construction industry in Hong Kong is expected to experience a slower
growth

According to the Ipsos Report, the construction industry in Hong Kong experienced a
growth at a CAGR of approximately 4.9% from 2013 to 2019 which was mainly attributable to
the Government expenditure on large-scale public infrastructure projects, such as the Ten Major
Infrastructure Projects. However, such growth is expected to slow down to a CAGR of
approximately 1.9% from 2020 to 2023 following the completion of some of the Ten Major
Infrastructure Projects and the absence of large-scale construction projects introduced by the
Government, together with the forecasted impact of outbreak of COVID-19. Although the
Government has proposed various development plans, such as the New Development Area
projects in Kwu Tung North and Fanling North as well as the Tung Chung New Town Extension
project, there is no guarantee that such plans will be undertaken by the Government. If the
expected slowdown of the growth of construction industry in Hong Kong materialises, the
number of civil engineering projects potentially available to us may be reduced and may, in turn,
adversely and materially affect our business and financial position.
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The current market condition may not be reflected in the statistical information included in
this prospectus

The historical information set out in this prospectus relating to market conditions and
valuations may not reflect the current market situation due to rapid changes in the global
economy. In order to provide context to the industries in which we operate, and to provide a
greater understanding of our market presence and performance, various statistics and facts have
been provided throughout this prospectus. However, this information may not reflect current
market condition as the recent changes in local economic conditions may not be fully factored
into these statistics, and the availability of the latest data may not be reflected in this
prospectus. As such, any information relating to market shares, sizes and growth, or performance
in these markets and other similar industry data should be viewed as historical figures that may
have little value in determining future trends and results. Investors should note that one or more
of these risks or uncertainties may materialise, or one or more of the underlying assumptions
may prove incorrect.

We operate in a competitive environment

According to the Ipsos report, the formwork works industry in Hong Kong is relatively
fragmented. Formwork works contractors often act as a subcontractor in a construction project
commissioned by a main contractor. As of September 2020, according to Construction Industry
Council, there were 864 contractors on the list of registered contractors under “Concreting
Formworks” category. Please refer to the section headed “Business — Market and competition” in
this prospectus for further details. Some of our competitors may have certain advantages,
including stronger brand names, greater access to capital, a longer operating history, more
established relationships with property developers, a greater marketing reach and other forms of
resources. Further, new participants may enter the industry as they wish provided that they
possess all the various licences and qualifications required.

We may face significant pricing pressures in competing against such a large number of
competitors, and such competition may place pressure on our profit and profit margins. We
cannot assure you that our profit margin will not decline as a result of the price pressure. We
cannot guarantee that we can effectively cope with further heightened competition in the future
or that we will maintain our market position in the industry. If we cannot adapt effectively to
market conditions and customer preferences or if we otherwise fail to provide a competitive bid
as compared to our competitors, our services would not be attractive to potential customers and
our business would be materially and adversely affected. Our competitors may also adopt
aggressive pricing policies or develop relationships with our customers in a manner that would
significantly harm our ability to secure contracts.

Our Group’s operations may be affected by inclement weather conditions and are
subject to other construction risks

Most of our business operations are conducted outdoors and are susceptible to inclement
weather. If inclement weather persists or natural disasters occur, we may be inhibited from
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performing works at our construction sites and, as a result, we may not be able to meet the
specified time schedule. If we have to halt operations during inclement weather or natural
disasters, we may continue to incur operating expenses such as labour costs and equipment
rental. If our project is delayed and the terms of the contract do not accommodate for such
delays or our customers do not grant us a sufficient extension of time for completion, we may be
liable for any liquidated damages in accordance with the relevant contract terms, which may
adversely affect our financial results.

In addition, our business is subject to natural disasters or other acts of God, which are
beyond our control. These incidents may also adversely affect the economy, infrastructure,
livelihood and society of Hong Kong. Acts of war and terrorism may also leave our employees
injured, cause loss of lives, damage our facilities, disrupt our operations and destroy our works
already performed. If any of such incident occurs, our revenue, costs, financial conditions and
potential for growth will be adversely affected. It is also difficult for us to predict the potential
effects of these incidents and their materiality to our business as well as those of our customers,
suppliers and the ultimate project owners.

We are subject to environmental liability

Our business in Hong Kong is subject to the environmental regulations and guidelines
issued by the Government, which apply to the operation of construction projects in Hong Kong,
including primarily those in relation to air pollution control, noise control and waste disposal.
Please refer to the section headed “Regulatory Overview” in this prospectus for further
information. If our operations fail to meet the applicable environmental protection laws,
regulations and requirements, we may be subject to fines or required to make remedial measures
which may in turn have adverse effect on the operations and financial performance of our
Group. During the Track Record Period, we did not make any provision for environmental
liability. Such environmental regulations and guidelines may be revised by the Government from
time to time to reflect the latest environmental needs. There is no assurance that the Government
will not introduce new environmental related ordinances and regulations in the future and that
our Group will be able to comply with such new ordinances and regulations. Any failure to
comply with such new ordinances or regulations may have an adverse effect on the operations of
our Group.

RISKS RELATING TO THE SHARE OFFER AND OUR SHARES
Investors will experience immediate dilution

In the event that the Offer Price of our Shares is higher than the net tangible book value
per Share immediately prior to the Share Offer, subscribers or purchasers of our Shares in the
Share Offer will experience an immediate dilution in the unaudited pro forma adjusted combined

net tangible assets value to HK$0.17 and HK$0.19 per Share, based on the Offer Price of
HK$0.35 and HK$0.44, respectively.
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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 to finance our business expansion
after Listing through the issue of new equity or equity-linked securities of our Company, which
are not made on a pro rata basis to existing Shareholders. In such an event, (i) the percentage
ownership of those existing Shareholders may be reduced, and they may experience subsequent
dilution, and/or (ii) such newly issued securities may have rights, preferences or privileges
superior to those of the ordinary Shares held by existing Shareholders.

There was no prior public market for our Shares. If an active trading market for our Shares
does not develop, the prices of our Shares may be adversely affected and may decline below the
Offer Price. Further, the Offer Price was the result of negotiations between us and the Joint
Bookrunners (for themselves and on behalf of the Underwriters). Such Offer Price may differ
significantly from the market price for the Shares following the Share Offer.

Further, we cannot assure you that an active trading market will develop or be maintained
following completion of the Share Offer, or that the market price of our Shares will not decline
below the Offer Price.

Termination of the Underwriting Agreements

Prospective investors should note that the Underwriters are entitled to terminate their
obligations under the Underwriting Agreements by the Sponsor and the Joint Bookrunners (for
themselves and on behalf of the Underwriters) by giving written notice to our Company upon the
occurrence of any of the events stated in the section headed “Underwriting — Underwriting
arrangements and expenses — The Public Offer — Grounds for termination” in this prospectus at
any time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Such events include, without
limitation, any act of God, war, riot, public disorder, civil commotion, fire, flood, tsunami,
explosion, epidemic, pandemic and/or outbreak of infectious diseases including, inter alia, swine
flu, avian flu, SARS or the coronavirus (including COVID-19) and any other related or mutated
forms of infectious diseases (or the escalation and/or intensification of any outbreak, epidemic
and/or pandemic of the foregoing), act of terrorism, earthquake, strike or lock-out. Should the
Sponsor and the Joint Bookrunners (for themselves and on behalf of the Underwriters) exercise
their rights and terminate the Underwriting Agreements, the Share Offer will not proceed and
will lapse.

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

The price and trading volume of our Shares may be highly volatile due to factors such as
variations in our revenue, earnings and cash flows and announcements of major construction
works contracts awarded. All of the aforementioned factors 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. In such cases, investors may not be able
to sell their Shares at or above the Offer Price.
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There is a time lag between pricing and commencement of trading of the Shares, and the
price of our Shares may fall before trading begins

The Offer Price will be determined on the Price Determination Date, which is expected to
be on 18 September 2020. However, the trading of Shares on the Main Board will not commence
until the Listing Date, which is expected to be on 29 September 2020. During this period,
investors may not be able to sell or otherwise deal in the Shares. Accordingly, holders of the
Shares are subject to the risk that the Shares’ price could fall before trading begins, resulted
from adverse market conditions or other adverse developments that could occur between the said
period of time.

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

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

Our Company is incorporated in the Cayman Islands and its affairs are governed by the
Articles, the Companies Law and common law applicable in the Cayman Islands. The laws of
the Cayman Islands may differ from those of Hong Kong or other jurisdictions where investors
may be located. As a result, minority Shareholders may not enjoy the same rights as pursuant to
the laws of Hong Kong or such other jurisdictions. A summary of the Cayman Islands company
law on protection of minorities is set out in the paragraph headed “3. Cayman Islands company
law” in Appendix III to this prospectus.

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

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

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

This prospectus contains certain forward-looking statements and information relating to us
that are based on the beliefs of our management as well as assumptions made by and information

TP 2

currently available to our management. When used in this prospectus, the words “aim

>

“anticipate”, “believe”, “can”, “continue”, “could”, “expect”, “going forward”, “intend”, “ought

”

to”, “may”, “might”, “plan”, “potential”, “predict”, “propose”, “seek”, “should”, “will”, “would”
and similar expressions, as they relate to our Company or our management, are intended to
identify forward-looking statements. Such statements reflect the current views of our
management with respect to future events, operations, liquidity and capital resources, some of
which may not materialise or may change. These statements are subject to certain risks,
uncertainties and assumptions, including the other risk factors as described in this prospectus.
Subject to the requirements of the Listing Rules, we do not intend publicly to update or
otherwise revise the forward-looking statements in this prospectus, whether as a result of new
information, future events or otherwise. Investors should not place undue reliance on such

forward-looking statements and information.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

INFORMATION ON THE SHARE OFFER

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

The Listing is sponsored by the Sponsor and the Share Offer is managed by the Joint
Bookrunners. The Public Offer is fully underwritten by the Public Offer Underwriters and the
Placing is expected to be fully underwritten by the Placing Underwriters.

OFFER SHARES ARE FULLY UNDERWRITTEN

This prospectus is published in connection with the Public Offer for which Alliance Capital
Partners Limited is the Sponsor. The Public Offer is fully underwritten by the Underwriters. For
further information about the Underwriters and underwriting arrangements, please refer to the
section headed “Underwriting” in this prospectus.

RESTRICTIONS ON SALE OF THE OFFER SHARES

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

The distribution of this prospectus or the related Application Forms and the offering and
sales of the Offer Shares in other jurisdictions are subject to restrictions and may not be made
except as permitted under the applicable securities laws of such jurisdictions pursuant to
registration with or authorisation by the relevant securities regulatory authorities or an
exemption therefrom. In particular, the Offer Shares have not been offered and sold, and will not
be offered or sold, directly or indirectly, in the PRC or the United States, except in compliance
with the relevant laws and regulations of each of such jurisdictions.
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No action has been taken to register or qualify the Offer Shares or the Share Offer, or
otherwise to permit a public offering of the Offer Shares, in any jurisdiction outside Hong Kong.
The distribution of this prospectus and the related Application Forms in jurisdictions outside
Hong Kong may be restricted by law and therefore persons into whose possession this
prospectus or any of the related Application Forms comes should inform themselves about, and
observe, any such restrictions. Any failure to comply with these restrictions may constitute a
violation of the applicable securities laws.

Each person subscribing for the Offer Shares will be required to confirm, or be
deemed by his/its subscription of the Offer Shares to have confirmed, that he/it is aware of
the restrictions on offer of the Offer Shares described in this prospectus and the
Application Forms, and that he/it is not subscribing for, and has not been offered, any
Share in circumstances that contravene any such restrictions.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

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

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

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

PROFESSIONAL TAX ADVICE RECOMMENDED

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

The principal register of members of our Company will be maintained by our principal
share registrar, Conyers Trust Company (Cayman) Limited, in the Cayman Islands. All the Offer
Shares will be registered on the Hong Kong branch register of members to be maintained by
Tricor Investor Services Limited. Dealings in the Offer Shares registered on our Company’s
branch register of members maintained in Hong Kong will be subject to Hong Kong stamp duty.
Unless our Directors otherwise agree, all transfers and other documents of title of shares must be
lodged for registration with and registered in Hong Kong and may not be lodged in the Cayman
Islands.

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

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

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

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares are expected to commence on or about Tuesday, 29 September 2020.
The Shares will be traded in board lots of 8,000 Shares each.

LANGUAGE
If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. If there is any inconsistency between the Chinese

names of the Chinese entities mentioned in this prospectus and their English translation, the
Chinese names shall prevail.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

CURRENCY TRANSLATIONS

Solely for your convenience, this prospectus contains translations of certain USD into
HKD, respectively at specified rates. For illustration purpose only, you may make conversion of
USD into HKD in this prospectus based on the exchange rate as at the Latest Practicable Date
set out below:

US$1.00: HK$7.75

Such conversion shall not be construed as representations that amount of such currency was
or may have been converted into HKD and vice versa at such rates or any other exchange rates.

ROUNDING

Certain amounts or percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, totals of rows or columns of numbers in tables may not be
equal to the apparent total of individual items. Where information is presented in thousands or
millions of units, amounts may have been rounded up or down. Any discrepancies in any table
between totals and sums of amounts listed therein are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS

Name

Executive Directors
Mr. Leung Yam Cheung

(BAE#F) (formerly known
as Leung Wah Fei (2HET))

Mr. Cheung Kit Hung
(HRAEES)

Mr. Leung Wing Hoi
CREEH)

Mr. Leung Wing Chun
(REHE)

Non-executive Director

Mr. Yau Sheung Hang
(F ) (formerly known
as Yau Ngan Fei (ERJE))

Residential address

18 Ma Fung Ling Road
Evergreen Place

Tower 4, 3/F, Flat D

Ping Shan

New Territories, Hong Kong

Flat 2, 33/F, Block D
Ka Kit House, Ka Lung Court
Aberdeen, Hong Kong

Room C, 16/F, Block 15

The Parcville

33 Yuen Long Kau Hui Road
Yuen Long

New Territories, Hong Kong

G/F-2/F, Block 26

148 Tai Tao Tsuen

Hung Shui Kiu

Yuen Long

New Territories, Hong Kong

Flat B, 1/F, Tower 2
The Woodsville

18 Hung Shun Road, Hung Shui Kiu

Yuen Long
New Territories, Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Name Residential address

Independent non-executive Directors

Mr. Ng Lin Fung Room 2808, 28/F, Block F
(S %) Kornhill Garden
No. 11 Hong Shing Street
Hong Kong
Mr. Lam Kwong Siu Flat B, 23/F, Block 12
(FRJE JK) Braemar Hill Mansions

37 Braemar Hill Road
North Point, Hong Kong

Mr. Chu Hau Lim Flat 2, 13/F, Wang Shing House
CRZH) Wang Fuk Court
Tai Po

New Territories, Hong Kong

Mr. Leung Ka Ho Raymond Flat B, 17/F, Tower 2, Ocean Wings
(BEZW) No. 28 Tong Chun Street
Tseung Kwan O
New Territories, Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Further information is disclosed in the section headed “Directors and senior management”
in this prospectus.

PARTIES INVOLVED IN THE SHARE OFFER

Sponsor and Joint Bookrunner Alliance Capital Partners Limited

A corporation licensed under the SFO to carry on
type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated
activities as defined in the SFO

Room 1502-03A

Wing On House

71 Des Voeux Road Central

Central
Hong Kong
Joint Bookrunners and Joint Lead Celestial Securities Limited
Managers 22/F Manhattan Place

23 Wang Tai Road, Kowloon Bay
Kowloon, Hong Kong

I Win Securities Limited
Room 1916, Hong Kong Plaza
188 Connaught Road West

Sai Wan, Hong Kong

Lee Go Securities Limited
Unit 02, 12/F

West Exchange Tower

322 Des Voeux Road Central
Hong Kong

Joint Lead Managers Blackwell Global Securities Limited
Whole of 26/F
Overseas Trust Bank Building
160 Gloucester Road, Wanchai
Hong Kong

Conrad Investment Services Limited
23/F, Tung Hip Commercial Building
244-248 Des Voeux Road Central
Sheung Wan, Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Legal advisers to our Company

Legal advisers to the Sponsor and the
Underwriters

Reporting Accountants and
independent auditor

Property valuer

Grand Partners Securities Limited
9/F, Connaught Harbourfront House
35-36 Connaught Road West

Hong Kong

As to Hong Kong law
CFN Lawyers
in association with Broad & Bright
Solicitors, Hong Kong
27/F, Neich Tower
128 Gloucester Road
Wanchai, Hong Kong

As to Cayman Islands law
Conyers Dill & Pearman
Cayman Islands attorneys-at-law
PO Box 2681

Grand Cayman

KY1-1111

Cayman Islands

As to Hong Kong law

ZM Lawyers

Solicitors, Hong Kong

20/F, Central 88

88-98 Des Voeux Road Central
Central, Hong Kong

Mazars CPA Limited

Certified Public Accountants, Hong Kong
42" Floor, Central Plaza

18 Harbour Road

Wanchai, Hong Kong

Access Partner Consultancy and
Appraisals Limited

Unit 2603, 26/F

Tung Wai Commercial Building

Nos. 109-111 Gloucester Road

Wanchai, Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Industry consultant Ipsos Asia Limited
6/F, China Life Centre Tower A
One HarbourGate
No.18 Hung Luen Road, Hung Hom
Kowloon, Hong Kong

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

Safety Adviser Mr. Chan Wai Shing

Flat 6, 39/F, Block L

Wai Fu House

Tin Fu Court

Tin Shui Wai

New Territories, Hong Kong

Tax Adviser Mazars Tax Services Limited
42/F, Central Plaza
18 Harbour Road
Wanchai
Hong Kong
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CORPORATE INFORMATION

Registered office in the Cayman
Islands

Headquarters and principal place of
business in Hong Kong

Company’s website

Company secretary

Authorised representatives
(for the purposes of the Listing
Rules)

Audit Committee

Remuneration Committee

Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman, KY1-1111
Cayman Islands

Room 1101, Yuen Long Centre
55 Sau Fu Street

Yuen Long, New Territories
Hong Kong

www.skymission.group
(information contained on the website does not
form part of this prospectus)

Ms. Teh Lai Ching

(ACIS, ACS)

Room 1248, 12/F, Block F
Wah Lok Industrial Centre
31-41 Shan Mei Street

Fo Tan, Shatin

New Territories, Hong Kong

Ms. Teh Lai Ching

(ACIS, ACS)

Room 1248, 12/F, Block F
Wah Lok Industrial Centre
31-41 Shan Mei Street

Fo Tan, Shatin

New Territories, Hong Kong

Mr. Cheung Kit Hung
Flat 2, 33/F, Block D
Ka Kit House, Ka Lung Court
Aberdeen, Hong Kong

Mr. Chu Hau Lim (Chairman)
Mr. Ng Lin Fung
Mr. Lam Kwong Siu

Mr. Ng Lin Fung (Chairman)
Mr. Leung Yam Cheung

Mr. Cheung Kit Hung

Mr. Lam Kwong Siu

Mr. Chu Hau Lim

Mr. Leung Ka Ho Raymond
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CORPORATE INFORMATION

Nomination Committee

Compliance Committee

ESG Committee

Principal share registrar and transfer
office in the Cayman Islands

Hong Kong Branch Share Registrar
and transfer office

Compliance adviser

Principal bank

Mr. Lam Kwong Siu (Chairman)
Mr. Leung Yam Cheung

Mr. Cheung Kit Hung

Mr. Ng Lin Fung

Mr. Chu Hau Lim

Mr. Cheung Kit Hung (Chairman)
Mr. Leung Wing Chun

Mr. Chu Hau Lim

Mr. Hui Siu Wing

Mr. Lau Chi Shing Tommy

Mr. Leung Wing Hoi

Mr. Ng Kam Tong

Mr. Chung Chi Ming

Mr. Lau Chi Shing Tommy
Mr. Cheung Pui Wah

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman, KY1-1111

Cayman Islands

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Alliance Capital Partners Limited
Room 1502-03A

Wing On House

71 Des Voeux Road Central

Central

Hong Kong

Bank of China (Hong Kong) Limited

1 Garden Road
Hong Kong
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INDUSTRY OVERVIEW

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

completeness or fairness other than Ipsos.

SOURCE AND RELIABILITY OF INFORMATION
Background of Ipsos

We commissioned Ipsos to conduct an analysis of, and to report on the formwork works
industry in Hong Kong at a fee of HK$523,000 and our Directors consider that such fee reflects
market rates. The payment of such amount was not conditional on our Group’s successful listing
or the results of the Ipsos Report. Ipsos is an independent market research company
wholly-owned by Ipsos Group S.A. Founded in Paris, France, in 1975 and publicly-listed on the
NYSE Euronext Paris in 1999, Ipsos Group S.A. acquired Synovate Limited in October 2011 and
employs approximately 18,000 personnel worldwide across 90 countries. Ipsos Group S.A.
researches market profiles, market size, share and segmentation analyses, distribution and value
analyses, competitor tracking and corporate intelligence. Ipsos has solid experience in
conducting market research for various industries in initial public offerings of companies listed
on the Stock Exchange.

Research methodology

The information in the Ipsos report are derived by data and intelligence obtained by (a)
primary research via in-depth telephone conversations and face to face interviews with key
knowledge leaders; (b) secondary desk research by gathering background information and to
support facts and identify trends on the industry; and (c) performing client consultation to
facilitate the research including in-house background information of the client (such as the
business of our Group). The information and statistics as set forth in this section have been
extracted from the Ipsos Report.
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Assumptions used in the Ipsos Report

The following bases and assumptions are used in the market sizing and forecasting model
in the Ipsos Report:

. The external environment is assumed to have no shocks, such as financial crises or
natural disasters, that will influence the demand and supply of formwork works
industry in Hong Kong from 2020 to 2023, except for the outbreak of COVID-19.

. It is assumed that the global economy remains steady, other than the impacts from the
COVID-19, across the period from 2020 to 2023.

. The impact of the outbreak of COVID-19 in 2020 is assumed to have short-term
effects (i.e. no further large-scale community outbreak of COVID-19) on the overall
construction industry, building construction works industry as well as the formwork
works industry in Hong Kong over the forecast period.

Our Directors confirmed that, as at the Latest Practicable Date, after taking reasonable
care, there has been no adverse change in the market information since the date of the Ipsos
Report which may qualify, contradict or have an impact on the information in this section.
Except as otherwise noted, all the data and forecasts contained in this section are derived from
the Ipsos Report.

MARKET OVERVIEW OF THE OVERALL CONSTRUCTION INDUSTRY IN HONG
KONG

The gross output value of overall construction works in Hong Kong

The gross output value of overall construction works performed at construction sites in
Hong Kong increased from approximately HK$135.6 billion in 2013 to approximately HK$180.5
billion in 2019, at a CAGR of approximately 4.9%. The growth from 2013 to 2018 was due to
the Government expenditure on large-scale public infrastructure projects, such as the Ten Major
Infrastructure Projects™?’* /. The decline in the gross output value of overall construction works
performed at construction sites from 2018 to 2019 was mainly attributed to the completion of the
major construction works in the Ten Major Infrastructure Projects, which was firstly announced
in the 2007-2008 Policy Address. Some mega projects were completed by the end of 2018 and
early 2019, including the Hong Kong-Zhuhai-Macao Bridge, which costed approximately
HKS$120 billion and commenced operation in October 2018. On the other hand, the
Guangzhou-Shenzhen-Hong Kong Express Rail Link was also completed in June 2018, leading
to a decline in the gross output value of the overall construction works from 2018 to 2019.
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Gross output value of construction works performed at construction sites
in Hong Kong from 2013 to 2023F"°"¢ 2

300.0 T CAGR: 4.9% ) CAGR: 1.9% ———>
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Z 1500 o2
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B Main contractors — public B Main contractors — private Subcontractors
Notes:

1. The Ten Major Infrastructure Projects refer to South Island Line, Lok Ma Chau Loop, Sha Tin to Central
Link, West Kowloon Cultural District, Tuen Mun-Chek Lap Kok Link and Tuen Mun Western Bypass, Kai
Tak Development, Hong Kong section of the Guangzhou-Shenzhen-Hong Kong Express Rail Link, Hong
Kong-Zhuhai-Macao Bridge, North East New Territories New Development Areas, and Hong
Kong-Shenzhen Western Express Line.

2. The forecasted impact of outbreak of COVID-19 on the gross output value of construction works
performed at construction sites in Hong Kong is a preliminary forecast and subject to change, depending
on the outbreak extent and duration of COVID-19.

Source: [Ipsos research and analysis

The total gross output value is forecasted to increase from approximately HK$179.6 billion
in 2020 to approximately HK$189.7 billion in 2023 at a CAGR of approximately 1.9%. The
gross output value is forecasted to grow at a slower rate than in the historical period due to the
outbreak of COVID-19 in 2020, which is expected to lead to a drop in the gross output value of
the overall construction works industry from approximately HK$180.5 billion in 2019 to
approximately HK$179.6 billion in 2020, subject to a number of factors, including but not
limited to the outbreak extent and duration of COVID-19. Subject to the development of the
COVID-19 vaccine, it is forecasted that the outbreak of COVID-19 can be under control before
2021 and the construction industry can regain the growth from 2021. In addition, the slower
growth rate in the forecast period is also attributed to the completion of the major construction
works on the Ten Major Infrastructure Projects in the forecast period. Nonetheless, the growth
will continue to be driven by the Government’s initiatives to increase the public and private
housing supply. Major infrastructure projects which were planned for commencement include but
are not limited to construction works at Kwu Tung North and Fanling North New Development
Areas, Trunk Road T2, Kai Tak Development stage 4 and 5 and construction of Cross Bay Link
in Tseung Kwan O.
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The gross output value of building construction works industry in Hong Kong

Formwork works are an important part of building construction works. The growth of the
building construction industry partially drives the demand for formwork works industry in Hong
Kong. The gross output value of the building construction works industry in Hong Kong
increased from approximately HK$72.0 billion in 2013 to approximately HK$120.2 billion in
2019, at a CAGR of approximately 8.9%. The increase in the gross output value was attributed
to the Government’s initiative to increase public housing supply as well as increased
construction projects of private residential, commercial and office buildings. The drop in the
gross output value of the building construction works industry in Hong Kong in 2019 was
partially due to the drop in the number of newly completed private residential units as well as
the floor area of newly completed commercial space in 2019, comparing with those of 2018. The
decline in the number of public housing units produced from 2018 to 2019 was also one of the
underlying reasons for the drop in the gross output value of the building construction works
industry in Hong Kong in 2019.

Gross output value of the building construction works industry in
Hong Kong from 2013 to 2023FVeres 1 and 2)
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Notes:
1. The forecasted impact of outbreak of COVID-19 on the gross output value of general building construction

works industry in Hong Kong is a preliminary forecast and subject to change, depending on the outbreak
extent and duration of COVID-19.

2. The building construction works industry is one of the sub-segments of the overall construction industry,
hence the gross output value of the building construction works industry is part of the gross output value
of overall construction works performed at construction sites in Hong Kong.

Source: Ipsos research and analysis

It is expected that the gross output value of building construction works industry will
increase from approximately HK$119.6 billion in 2020 to approximately HK$124.6 billion in
2023, at a CAGR of approximately 1.4%. Affected by the slowdown of the growth of overall
construction industry in Hong Kong, the growth of building construction works industry in Hong
Kong is expected to experience a slowdown in the forecast period. The expected slower growth
of the overall construction industry is partially due to the slow down of the growing labour costs
in the industry, which in turn, might lead to a moderate growth to the contract value of

- 71 -



INDUSTRY OVERVIEW

construction projects. The wages of building construction workers, which is the major cost
component of each construction project, is anticipated to grow at a CAGR of approximately
3.2% from 2020 to 2023, slower than the historical growth rate at a CAGR of 6.3% from 2013
to 2019. The outbreak of COVID-19 is expected to lead to a short-term decline in the gross
output value in the general construction works industry. The gross output value is expected to
drop from approximately HK$120.2 billion in 2019 to approximately HK$119.6 billion in 2020.
It is forecasted that the outbreak of COVID-19 will lead to a drop in the gross output value of
the overall construction industry from 2019 to 2020, subject to a number of factors, including
but not limited to the outbreak extent and duration of COVID-19. With the slower growth of the
major costs component, outbreak of COVID-19 and the slowdown of the growth of overall
construction industry, the building construction works industry is forecasted to remain stable
during 2020 and 2023. Still, the expected growth is supported by the upcoming development
plans and existing construction projects. According to the 2019-20 budget speech, the projected
total public housing production of the next five-year period will reach 100,400 units while the
latest projection has set a much optimistic target than that of the previous ones. In addition,
various development plans, including the Tung Chung New Town Extension and Kai Tak
Development, have been commenced. These upcoming and existing construction projects are
expected to contribute to the increase in the gross output value of the building construction
industry in the forecast period.

THE FORMWORK WORKS INDUSTRY IN HONG KONG

Formwork is a temporary mould which concrete is poured into. It is an essential and
indispensable step for building a concrete structure as fresh concrete needs time to harden and
needs containment to form the desired shape and size. The demand for formwork works is highly
driven by the growth of the building construction works industry in Hong Kong. The design and
use of a right formwork system, as well as implementation of an effective resources planning
strategy to control and maximise the use of the formwork system, are crucial to the overall
success of a construction project. In general, there are two major types of formwork in terms of
installation method, which are traditional formwork (using timber and plywood) and system
formwork (using aluminium or steel). In general, traditional formwork is more cost effective,
due to its lower material costs. However, timber or plywood used in a traditional formwork has a
relatively short lifespan and usually can be reused no more than 10 times. Specifically, wooden
batten often can be used by approximately 10 times, while wooden board can generally be
reused by no more then five times in a construction project. Hence, formwork works contractors,
who used traditional formwork, purchase raw materials more frequently. System formwork, on
the other hand, has a high initial set up cost but a relatively long life-span. Aluminium and steel
used in system formwork are relatively costly, but can generally be reused by over 20 times in a
construction project. In recent years, system formwork is becoming more commonly used given
that it requires less skilled labour force and provides better finishing to concrete. As the wages
of construction workers growing rapidly over the past years and the construction industry often
facing the problem of labour shortage, switching from traditional formwork to system formwork
can aid formwork works contractors to reduce labour costs and enable shorter recruitment time.
Some large-scale projects, such as Tai Wai Station Property Development and Kai Tak Cruise
Terminal, employed system formwork.
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Typically, main contractors are responsible for supervising the overall progress and quality
of the construction project, monitoring the daily operation of the construction site and
coordinating subcontractors to carry out construction works. Main contractors would subcontract
formwork works to formwork works contractors for (i) the supply of sufficient direct labour as
main contractors generally only hire a small number of direct labour on a permanent basis to
control cost; and (ii) the necessary experience and expertise in performing specific areas of
tasks. It is generally more cost effective to subcontract different parts of construction works to
different subcontractors which are specialised in the field of expertise. Formwork works
contractors generally act as a subcontractor in a construction project, mainly responsible for
managing formwork workers, coordinating sub-subcontractors and supervising the progress and
quality of formwork works.

The gross output value of the formwork works industry in Hong Kong

The gross output value of the formwork works industry in Hong Kong increased from
approximately HK$3,381.8 million in 2013 to approximately HK$5,706.6 million in 2019, at a
CAGR of approximately 9.1%. The growth of the industry was driven by the government
initiatives to increase housing supply in the public sector and the increasing number of
construction projects of private residential buildings. During the period from 2013 to 2019, over
106,000 public housing units were produced by the Housing Authority. Besides, the total number
of newly completed private residential units increased with a CAGR of approximately 8.7% from
2013 to 2019. The drop in the gross output value of formwork works industry in Hong Kong
from 2018 to 2019 was mainly attributed to (i) the slowdown in the building construction works
industry in 2019; and (ii) the drop in the number of newly completed public housing units and
private residential units from 2018 to 2019.

Gross output value of the formwork works industry
in Hong Kong from 2013 to 2023F"ores 1 and 2)

- CAGR=9.1% CAGR=1.5% —>
8,000.0 —
7,000.0
6,000.0 58225 6069.6 61062 | ss324 59687

5,706.6 5,711.7 3,798

)

5,090.1
5,000.0 —

4,000.0 -

%:{iﬁ

HKS Million

3,000.0 —

i

T
i

2,000.0 -
1,000.0 —

e

:Zg"-.__t Q:;:ll__:‘-.': :

2013 2014 2015 2016 2017 2018 2019  2020F 2021F 2022F  2023F

[

0.0

- 73 =



INDUSTRY OVERVIEW

Notes:

1. The forecasted impact of outbreak of COVID-19 on the gross output value of formwork works industry in
Hong Kong is a preliminary forecast and subject to change, depending on the outbreak extent and duration
of COVID-19.

2. The formwork works industry is one of the sub-segments of the overall construction industry, hence the

gross output value of the formwork works industry is part of the gross output value of overall construction
works performed at construction sites in Hong Kong.

Source: Ipsos research and analysis

Over the forecast period, the gross output value is expected to increase from approximately
HKS$5,711.7 million in 2020 to approximately HK$5,968.7 million in 2023. With the fall-off of
public expenditure on infrastructure and the slowdown of the growth of overall construction and
building construction works industries, the formwork works industry is forecasted to grow at a
slower rate at a CAGR of approximately 1.5% from 2020 to 2023. The expected slower growth
of the formwork works industry is partially due to the slow down of the growing labour costs in
the industry, which in turn, might lead to a moderate growth to the contract value of
construction projects. The wages of formwork workers, one of the major cost components, is
anticipated to grow at a CAGR of approximately 2.1% from 2020 to 2023, slower than the
historical growth rate at a CAGR of 4.1% from 2013 to 2019. With the slower growth of the
major costs component and the slowdown of the building construction works industry, the
formwork works industry is forecasted to remain stable during 2020 and 2023. In addition, the
outbreak of COVID-19 is expected to slow down the formwork works industry from 2020 to
2021. It is forecasted that the gross output value of the formwork works industry will remain
stable from HK$5,706.6 million in 2019 to HK$5,711.7 million in 2020, subject to a number of
factors, including but not limited to the outbreak extent and duration of COVID-19. The positive
year-to-year change of the gross output value of the formwork works industry in Hong Kong
from 2019 to 2020 is mainly attributed to the nature of formwork works industry, which can be
classified as the mid-early stage of a construction project. Nevertheless, the gross output value is
supported by the upcoming development plans and existing construction projects. According to
Policy Address 2017, the New Development Area (NDA) plans, including Kwu Tung North NDA
and Fanling North NDA, are expected to provide approximately 60,000 flats and 840,000 sq.m.
of industrial and commercial floor area. Major site formation and infrastructure works of those
projects have been commenced in the late-2019. In addition, a number of large scale
infrastructure and public construction projects are under its tender selection process, for
example, the construction works on the new Airport Third Runway Extension Project with a total
floor area of approximately 300,000 sq.m., the superstructure of the New Air Traffic Control and
the construction of Water Supplies Department headquarters and Correctional Services
Department headquarters building in Chai Wan with floor area of approximately 96,000 sq.m..
Also, a certain number of public projects are forecasted to open tender in 2020, for example, the
redevelopment of Kowloon Tsai Swimming Pool Complex, the construction of Chinese Medicine
Hospital in Tseung Kwan O and the construction of district library and residential care home for
the elderly in the Joint User Complex in Lei King Road. These projects indicate a strong need
for building construction works and formwork works over the forecast period.
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THE POTENTIAL IMPACTS OF THE OUTBREAK OF COVID-19 ON THE OVERALL
CONSTRUCTION INDUSTRY AND BUILDING CONSTRUCTION WORKS INDUSTRY
IN HONG KONG

The outbreak of COVID-19 in 2020 in Hong Kong is expected to lead to a decrease in the
full year revenue of the overall construction industry and building construction works industry
with reference to the impact of epidemics, such as SARS in 2003, on the gross value of overall
construction works performed by main contractors in Hong Kong. Based on the latest publicly
available information, it is expected that the impact of the outbreak of COVID-19 towards the
overall construction industry and building construction works industry in Hong Kong is less
severe than that of the SARS outbreak. For instance, the current unemployment rate in the
construction industry is lower than unemployment rate in the construction industry during the
SARS outbreak. According to the Census and Statistics Department, the unemployment in the
construction industry from March 2020 to May 2020 was 10.8% while that from March 2003 to
May 2003 was 19.4%. In addition, the relief package offered by the Government during the
outbreak of COVID-19 is larger than that during the SARS outbreak. The relief package
launched during the outbreak of COVID-19 was equivalent to approximately 10% of GDP in
2019 while the relief package launched during SARS outbreak was only equivalent to
approximately 1% of GDP in 2003. With these public statistics, the impact of COVID-19
outbreak on the construction industries is expected to be less severe, comparing with the
situation during the SARS outbreak. However, the actual situation is subject to a number of
factors, including but not limited to the outbreak extent and duration of the outbreak of
COVID-19.

PRICE TREND OF MAJOR COST COMPONENTS
The major cost components of a formwork works contractor in Hong Kong include, among

others, subcontracting charges, direct labour cost, and cost of construction materials such as
plywood, sawn hardwood and steel plate.
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The table below sets forth the major costs in the formwork works industry from 2013 to
2019:

CAGR
2013 2014 2015 2016 2017 2018 2019 (2013-2019)

Average daily wage of workers 1,275.1  1,4703 1,499.2 11,6149 1,599.8 1,604.8 1,618.6 4.1%
engaging in formwork works
industry (HK$ per day per
worker) (Note)

Average daily wage of carpenter  1,457.2  1,718.7 1,883.6  2,025.7 1,961.6 1,896.8 1,997.7 5.4%
(formwork) (HKS$ per day per

worker)

Plywood - 19 mm thick 74.0 75.0 75.0 73.0 75.0 77.0 75.0 0.2%
(HKS$ per m?)

Sawn Hardwood - 25 mm thick ~ 3,814.0  3,814.0 4,026.0 4,556.0 4,654.0 4,654.0 4,654.0 3.4%
plank (HK$ per m’)

Aluminium (HK$ per tonne) 16,273.6 16,461.7 14,479.5 13,755.1 13,985.1 15,475.5 13,159.7 -3.5%

Note: The average daily wage of the workers engaging in the formwork works industry includes bamboo
scaffolder, carpenter (formwork), general welder, plant & equipment operator (load shifting), rigger/ metal
formwork erector and scaffolder.

Sources: Census and Statistics Department, HKSAR; Ipsos research and analysis.

Average wages of formwork workers in Hong Kong

The average daily wages of workers engaging in the formwork works industry in Hong
Kong increased from approximately HK$1,275.1 in 2013 to approximately HK$1,618.6 in 2019,
at a CAGR of approximately 4.1%. On the other hand, the average daily wage of carpenter
formwork workers, which is one of the major types of workers in the formwork works industry,
increased from approximately HK$1,457.2 in 2013 to approximately HK$1,997.7 in 2019, at a
CAGR of approximately 5.4%. The rising daily wage of workers from 2013 to 2016 was
attributed to the large demand for construction projects as well as the intensified labour shortage
in the construction industry.

Despite the rising total number of valid registered workers in the formwork works industry,
the problem of labour shortage remains. According to the Hong Kong Construction Association,
a shortage of carpenter is expected to reach over 500 by 2021. To attract and retain the skilled
labour, formwork works contractors were paying higher wages to workers. Nevertheless, the
rising number of formwork workers and the slightly slow downed construction industry has
alleviated the labour shortage in the industry. In 2015 and 2016, many large-scale construction
projects, such as the West Kowloon Cultural District, Kai Tak Development and Hong Kong
Section of the Guangzhou-Shenzhen-Hong Kong Express Rail Link, were under its construction
peak. These projects pushed up the demand for formwork workers in 2015 and 2016. According
to Hong Kong Construction Association, the labour shortage rate for Carpenter
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(Formwork—Building Construction) was approximately 15.8% in November 2016. The shortage
of formwork workers pushed up their wage as well as the sub-contracting cost of formwork
works contractors. Nevertheless, the rising number of formwork workers and the slightly slow
downed construction industry has alleviated the labour shortage in the industry. From 2016 to
2017, the formwork works industry grew at a slower rate at 4.2% and this has partly alleviated
the problem of labour shortage in the industry. Therefore, a slight decline in the average daily
wage of workers engaging in the formwork works industry is observed from 2016 to 2017.

Plywood

Plywood is widely used as raw material for traditional formwork. The average wholesale
price of plywood in Hong Kong remained relatively stable from approximately HK$74.0 per
sq.m. in 2013 to approximately HK$75.0 per sq.m. in 2019, rising at a CAGR of approximately
0.2%. The stable wholesale price can be attributed to the sufficient supply of plywood in Hong
Kong, where over 90% of the plywood in Hong Kong is imported from Mainland China. The
price of plywood is, therefore, not directly affected by the international price. The stable
wholesale price of plywood benefits formwork works contractors due to stable material costs.

Sawn hardwood

The historical price of sawn hardwood (25mm thick plank) in Hong Kong increased from
approximately HK$3,814.0 per cubic metre in 2013 to approximately HK$4,654.0 per cubic
metre in 2019, at a CAGR of approximately 3.4%. Sawn hardwood is another key material used
in timber formwork. Unlike plywood, sawn hardwood is imported from countries such as
Canada, Mainland China and Switzerland, the price of sawn hardwood is therefore fluctuated
according to the demand and supply in the international market. During 2015 and 2017, the
United States, being the largest swan hardwood exporter in the world, declined its production by
approximately 4.0%. The decreasing production in the United States has reduced the
international supply of sawn hardwood, in turn, pushed up the international wholesale price and
the Hong Kong wholesale price of sawn hardwood. Furthermore, the rising demand for building
construction and redevelopment works over the past few years have driven the local demand and
increased the average wholesale price of sawn hardwood in Hong Kong.

Aluminium

The price of aluminium decreased from approximately HK$16,273.6 per tonne in 2013 to
approximately HK$13,159.7 per tonne in 2019, decreasing at a negative CAGR of approximately
3.5%. The declining aluminium price from 2013 to 2016 can be attributed to the overcapacity of
aluminium in China, where the excess supply of aluminium was exported to the global market
causing the aluminium price in Hong Kong to decrease. Nevertheless, the implementation of
supply-side control policy in 2016 reduced aluminium production capacity in China. As a result,
the production volume of aluminium in China reduced from 2016 and a slight rebound of
aluminium price was observed in 2017. The aluminium price in Hong Kong experienced a surge
in 2018, following the international price trend. The surge was caused by the reduction in global
aluminium supply. The sanction by the United States on Rusal, the largest aluminium producer
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after China, in 2018 and the tight supply of alumina, a key material in making aluminium, has
reduced aluminium’s supply at the global level. The unstable supply posed uncertainty in the
international market and pushed up aluminium price around the globe. The drop in aluminium
price in 2019 was mainly attributed to the lift of sanction by the United States on Rusal in
January 2019. The lifting of the sanction increased the global supply of aluminium, thus,
lowering aluminium price around the globe and Hong Kong.

COMPETITIVE LANDSCAPE OF THE FORMWORK WORKS INDUSTRY IN HONG
KONG

Industry Structure
The formwork works industry in Hong Kong is relatively fragmented. As of September

2020, according to the Construction Industry Council, there were 864 contractors on the list of
registered contractors under “Concreting Formworks” category.
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Top five subcontractors in the formwork works industry in 2019

In 2019, the top five subcontractors in the formwork works industry in Hong Kong
accounted for 46.3% of the market share. Given that a large number of players are present in the
industry, the formwork works industry is considered to be fragmented. In 2019, our Group
generated HK$434.6 million accounted for approximately 7.6% of the market share.

Share of total

Name of Headquarter Revenue in industry

Rank company location Background 2019/ revenue
(HKD million) (%)

1 Company A Hong Kong A listed company specialised in 683.2 12.0

formwork works in Hong
Kong, which was established
in 1989

2 Company B Hong Kong A listed company specialised in 650.0 11.4
formwork works in Hong
Kong, which was established
in 1994

3 Company C Hong Kong A listed company specialised in 437.8 1.1
formwork works in Hong
Kong, which was established
in 1990

4 Company D Hong Kong A listed company specialised in 434.6 7.6
formwork works in Hong
Kong, which was established
in 1994

5 Our Group Hong Kong Our Group has had more than 434.6 7.6
20 years of experience in the
formwork works industry in
Hong Kong

Others 3,066.6 53.7

Total 5,706.6 100%

Note: Data refers to revenue generated by formwork works for the financial year 2019/2020 of the
corresponding company, and thus may be different from the total revenue disclosed in the respective
companies’ annual reports and prospectus. The total revenue of the industry refers to the gross output
value of the formwork works industry in Hong Kong in the calendar year 2019.

Source: Ipsos research and analysis
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Factors of competition

1.  Established reliable working relationships with main contractors and raw material
suppliers: Formwork works contractors are more competitive if they can maintain good
relationships with their main contractors and raw material suppliers. Main contractors tend
to outsource formwork works to subcontractors with prior history of collaboration. Hence,
maintaining good customer relationships increases the opportunities for formwork works
contractor to win project tenders. Besides, established long-term business relationships with
raw material suppliers provide higher flexibility for formwork works contractor in
negotiating prices, resources allocation and project execution compared with their
competitors.

2.  Reputation and credibility: Formwork works contractors that deliver and complete
formwork works on time, perform quality formwork works and meet safety and
environmental requirements would gain reputation and regarded as holding proven track
record. Main contractors prefer to outsource the formwork works to the subcontractors with
proven track records as these records are the proof of the contractors’ capability to manage
and allocate the resources for completion of the construction projects.

INDUSTRY DRIVERS AND OPPORTUNITIES OF THE FORMWORK WORKS
INDUSTRY IN HONG KONG

In general, an increasing amount of building construction projects will increase the general
demand for formwork works.

1. Residential and commercial projects: In light of the rising population as well as
continuous economic development in Hong Kong, the demands for residential buildings and
commercial buildings have been increasing continuously. To facilitate the rising demand for
residential housing, the Government has taken initiatives to increase the housing supply
through different policies, such as the long-term housing strategy to (i) provide more public
rental housing units and subsidised sale flats, and (ii) maintain steady land supply for
private residential properties. According to the Housing Authority, over 106,000 units of
public housing (including both public rental housing units and subsidised sale flats) were
built by the Government from 2013 to 2019. On the other hand, the number of newly
completed private residential units increased from 8,254 units in 2013 to 13,643 units in
2019, rising at a CAGR of approximately 8.7%. Both public and private housing projects
have been driving the development of the formwork works industry. On the other hand, the
formwork works industry is also supported by the increasing number of new office
buildings, driven by the goal to sustain competitiveness as an international financial centre
and the increasing number of companies established in Hong Kong. According to the
Rating and Valuation Department, over 1,188,000 sq.m. of office spaces have been
established in Hong Kong from 2013 to 2019. The strong demand for office space, which is
evidenced by the number of newly-completed office spaces, has been stimulating the
growth of the formwork works industry.
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Urban renewal and redevelopment projects: Over the years, various redevelopment
projects have commenced in old districts such as To Kwa Wan and Sham Shui Po, by the
Urban Renewal Authority (“URA”) in Hong Kong. As of 30 June 2019, 1,394 dilapidated
building blocks have been redeveloped by the URA. Given the scarcity of developable new
lands in Hong Kong, buildings re-habitation proposals of taking down deteriorating old
buildings and reconstruction of new building properties drove the development of the
building construction industry and formwork works industry.

Development projects initiated by the Government: Various major development plans have
been put forward by the Government recently. New Development Areas (“NDA”), including
the Kwu Tung North NDA as well as Fanling North NDA, are examples of the major
on-going development plans initiated by the Government. With the completion of the NDA
development plan, the new development area can provide 87 hectares of housing land
supply for 71,800 housing units, in which 48,500 units are public housing units. With an
increasing number of construction projects brought by these major development programs,
it is expected that the demand for formwork works will increase in the future and support
the future growth of the formwork works industry.

Infrastructure development projects: Infrastructure development projects have been an
industry driver for the formwork works industry over the past five years while on-going
projects are going to support the future growth of the industry. Over the past five years,
certain number of major infrastructure projects have been completed, such as the South
Island Line and the Hong Kong section of the Guangzhou-Shenzhen-Hong Kong Express
Rail Link. These infrastructure projects stimulated the demand for formwork works in Hong
Kong. Looking forward, high-profile infrastructure projects, for instance, the Tseung Kwun
O-Lam Tin Tunnel, the three-runway system project and the Central Kowloon Route, are in
progress and expected to be completed by 2021, 2024 and 2025 respectively. These
on-going infrastructure projects are anticipated to fuel the future growth of the industry.
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ENTRY BARRIERS AND POTENTIAL CHALLENGES OF THE FORMWORK WORKS
INDUSTRY

Entry barriers

1.  Proven practical industry experience and business reputation: Proven practical industry
experiences and reputation is vital in the formwork works industry in Hong Kong. In
general, main contractors outsource the formwork works to formwork works contractors
based on their practical industry experiences and business reputation. Proven experiences
are used to assess the contractors’ abilities to meet the technical, safety, time, and budget
requirements of the project. The proven practical industry experiences and good business
reputation can increase a contractor’s chance of winning a contract in the tendering
process. As a result, new entrants, which lack proven practical industry experience and
good business reputation, may find it difficult to compete with experienced contractors
during the tender process.

2.  Relationship with main contractors: Main contractors often have a higher preference for
subcontractors, whom they have previously collaborated with. Therefore, maintaining a
good relationship with main contractors enables greater opportunities for a formwork works
contractor to win a project. Main contractors often prefer to invite those subcontractors,
which have a well established business network with them. New entrants may find it
difficult in competing with other existing players, who have built up a solid relationship
with main contractors and raw material suppliers.

3.  Significant level of cash flow requirement: Keeping sufficient cash flow is essential for
formwork works contractors. During a construction project, significant expenses for the
purchase of raw materials, recruitment of skilled labours and payment to other formwork
works contractors are required. Besides, it is common in the industry that approximately
5% to 10% of the total contract sum is withheld as retention money, which will only be
fully released upon the expiry of the maintenance period. High cash flow liquidity is
therefore crucial in order to ensure on-time payment to workers and the flexibility towards
resources allocation. Inability in maintaining stable cash flows can lead to deferred
payments, and result in project delay as well as a loss of reputation and credibility.
Therefore, new entrants with insufficient cash flow may face difficulties in entering the
formwork works market.
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Potential challenges

1.  Shortage of labour and ageing workforce: The construction industry has been facing the
issue of the ageing workforce and labour shortage. The rising labour cost is likely to post a
threat to formwork works industry as labour cost is one of the major costs of the industry.
Workers aged 50 or above accounted for a large proportion of workers, and the number of
construction workers is expected to drop when these workers start to retire. According to
the Construction Industry Council, about approximately 43.3% of the 479,045 registered
construction workers were aged 50 or above in December 2019. On the other hand, CIC
forecasted a shortage of approximately 5,000 to 10,000 workers from 2020 to 2023. Owing
to of the ageing workforce and labour shortage in the construction industry, contractors are
paying more to retain existing skilled workers and attract younger workforce into the
industry. The rising labour costs may result in higher operational costs for formwork works
contractors and hindering the further development of the formwork works segment.

2.  Slowdown of the construction industry in Hong Kong: With the completion of large
infrastructure projects, the construction industry is expected to experience a slowdown,
which may pose a potential threat to the formwork works industry. From 2013 to 2019, the
construction industry in Hong Kong experienced substantial growth at a CAGR of 4.9%.
However, with the completion of the major infrastructure projects and the absence of
large-scale construction projects introduced by the Government, the growth of construction
industry is expected to slow down, which may hinder the growth of the formwork works
industry. Nevertheless, the Government has proposed various development plans, such as
the NDA projects as well as the Tung Chung New Town Extension project, to underpin the
construction industry in Hong Kong in the future. It is expected that the formwork works
industry can benefit from these projects.
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OVERVIEW

We are a well-established subcontractor in Hong Kong specialising in the provision of
formwork works services. This section sets forth a summary of the laws and regulations
applicable to our business operations in Hong Kong.

LABOUR, HEALTH AND SAFETY
Factories and Industrial Undertakings Ordinance (Chapter 59 of the Laws of Hong Kong)

The Factories and Industrial Undertakings Ordinance provides for the safety and health
protection of workers in an industrial undertaking. 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 include, amongst others:

. providing and maintaining plant and work systems that are safe and without risks to
health;
. making arrangements in ensuring safety and absence of risks to health in connection

with the use, handling, storage and transport of articles and substances;

. providing such information, instruction, training and supervision as is necessary to
ensure the health and safety at work of all persons employed by him at the industrial
undertaking;

. as regards any part of the industrial undertaking under the proprietor’s control,

maintaining it in a condition that is safe and without risks to health, and providing and
maintaining means of access to and egress from it that are safe and without such risks;
and

. providing and maintaining a work environment for all persons employed by him under
the industrial undertaking that it is safe and is without risks to health.

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 these requirements willfully and without
reasonable excuse commits an offence and is liable to a fine of HKS$500,000 and to
imprisonment for six months.
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Matters regulated under the Construction Sites (Safety) Regulations (Chapter 591 of the
Laws of Hong Kong), one of the subsidiary regulations of the Factories and Industrial
Undertakings Ordinance, include, amongst others, (i) the prohibition of employment of persons
under 18 years of age on construction sites (save for certain exceptions); (ii) the maintenance,
inspection and operation of hoists; (iii) the duty to ensure safety of workplaces (including the
duty to ensure that, so far as reasonably practicable, suitable and adequate safe access to and
egress from a place of work is provided and properly maintained); (iv) the prevention of falls
(including taking adequate steps to prevent a person on a place where the construction work is
being carried out from falling from a height of two metres or more); (v) the duty to ensure the
scaffold is not dismantled except by workman who is under the immediate supervision of a
competent person; (vi) the duty to comply with miscellaneous safety requirements; and (vii) the
provision of first aid facilities. Non-compliance with any of these rules constitutes an offence
and different levels of penalty will be imposed, and a contractor guilty of the relevant offence
could be liable to a fine of up to HK$200,000 and to imprisonment for up to 12 months.

Pursuant to the Factories and Industrial Undertakings (Safety Management) Regulation
(Chapter 59AF of the Laws of Hong Kong), a proprietor or a contractor shall have various
duties, including: (i) attending to the development, implementation and maintenance of a safety
management system which contains the elements specified in part 1 of schedule 4 to this
regulation; (ii) attending to the preparation and revision as often as may be necessary a written
policy statement in relation to the safety policy of the relevant industrial undertaking; (iii)
attending to the establishment of safety committee; (iv) attending to the appointment of
registered safety auditor to conduct safety audit (not less once in each six months, where the
relevant industrial undertaking which involves construction work comes into existence); and (V)
attending to the appointment of safety review officer to conduct safety review (not less once in
each six months, where the relevant industrial undertaking which involves construction work
comes into existence). Non-compliance with any of these prescribed duties constitutes an offence
punishable by a fine of up to (a) HK$200,000 and imprisonment of up to six months in relation
to items (i), (iv) and (v) above; and (b) HK$100,000 and imprisonment of up to three months in
relation to items (ii) and (iii) above.

Pursuant to the Factories and Industrial Undertakings (Safety Officers and Safety
Supervisors) Regulations (Chapter 597 of the Laws of Hong Kong), a proprietor shall employ a
person as a full time safety officer and safety supervisor in the manner specified in the said
regulation, including: (i) ensuring that the said employee’s duties are carried out under his
supervision or under the supervision of a person who has direct and effective control over the
work carried on in the industrial undertaking; (ii) providing all such assistance, equipment,
facilities and information as may be necessary for the employee to properly carry out his duties;
and (iii) ensuring that a person employed as a safety supervisor is not required to carry out other
work of a nature or to the extent that would prevent the proper carrying out of his duties.
Non-compliance with any of these rules constitutes an offence punishable by a fine of up to
HK$50,000.
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Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong)

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

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

. providing and maintaining plant and systems of work that are safe and without risks to
health;

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

. providing such information, instruction, training and supervision as may be necessary
to ensure the safety and health at work of the employees;

. maintaining the workplace in a condition that is safe and without risks to health;

. providing and maintaining means of access to and egress from the workplace that are
safe and without any such risks; and

. providing and maintaining a working environment for the 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 and offence and is liable on conviction to a fine of
HK$200,000 and to imprisonment for six months.

The Commissioner for Labour may also issue (i) an improvement notice against any
non-compliance with the Occupational Safety and Health Ordinance or the Factories and
Industrial Undertakings Ordinance; or (ii) a suspension notice against an employer if in general
an activity is undertaken at the workplace which may create an imminent hazard to the
employees. Failure to comply with such notices without reasonable excuse constitutes an offence
punishable by a fine of HK$200,000 and HK$500,000 (and a further fine of HK$50,000 for each
day or part of a day during which the offender knowingly and intentionally continues the
contravention), respectively, and imprisonment of up to 12 months.

Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong)
The Occupiers Liability Ordinance regulates the obligations of a person occupying or

having control of premises on injury resulting to persons or damage caused to goods or other
property lawfully on the land.
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The Occupiers Liability Ordinance imposes a common duty of care on an occupier of
premises to take such degree of care as to the circumstances of the case reasonably requires, so
as to ensure that visitors will be reasonably safe whilst using the premises for the purposes
invited for or permitted by the occupier.

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

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

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

The Construction Workers Registration Ordinance implements a registration system which
requires construction workers to be registered before carrying out construction work on a
construction site. There are certain prohibition provisions which specify that designated trades
may be carried out only by registered skilled workers for that particular trade.

Pursuant to section 3 of the Construction Workers Registration Ordinance, a person shall
not personally carry out on a construction site construction work unless the person is a
registered construction worker. Any person who contravenes this requirement commits an
offence and is liable on conviction to a fine of HK$10,000.

Pursuant to section 5 of the Construction Workers Registration Ordinance, any person who
employs another person who is not a registered construction worker to personally carry out on a
construction site construction work commits an offence and is liable on conviction to a fine of
HK$50,000.

Following the amendment of the Construction Workers Registration Ordinance in 2014, the
requirements of “designated workers for designated skills” have been implemented under the
construction workers registration system in April 2017. Skilled construction workers are required
to register according to their respective skills.

Employment Ordinance (Chapter 57 of the Laws of Hong Kong)
The Employment Ordinance provides for the protection of the wages of employees and the
regulation of the general conditions of employment and employment agencies. Under the

Employment Ordinance, an employee is generally entitled to, amongst other things, notice of
termination of his employment contract; payment in lieu of notice; maternity protection in the
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case of a pregnant employee; not less than one rest day in every period of seven days; severance
payments or long service payments; sickness allowance; statutory holidays or alternative
holidays; and paid annual leave of up to 14 days depending on the period of employment.

Pursuant to section 23 of the Employment Ordinance, wages shall become due on the
expiry date of the last day of the wage period and shall be paid as soon as is practicable, but in
any case, not later than seven days thereafter. Pursuant to section 63C of the Employment
Ordinance, any person who willfully and without reasonable excuse contravenes this section
commits an offence and is liable to a fine of HK$350,000 and to imprisonment for three years.

Pursuant to section 43C of the Employment Ordinance, if any wages become due to the
employee who is employed by a subcontractor on any work which the subcontractor has
contracted to perform, and such wages are not paid within the period specified in the
Employment Ordinance, such wages shall be payable to such employee by the principal
contractor and/or every superior subcontractor jointly and severally (as the case may be).

Additionally, under section 43F of the Employment Ordinance, if a principal contractor or
superior subcontractor pays to an employee any wages under section 43C of the Employment
Ordinance, such wages shall be a debt due by the employer of that employee to the principal
contractor or superior subcontractor, as the case may be. The principal contractor or superior
subcontractor may either (i) claim contribution from every other such superior subcontractor to
the indebted employer or from the principal contractor and every superior subcontractor to the
indebted employer, as the case may be; or (ii) deduct by way of set-off the amount paid by him
from any sum due or which may become due to the indebted employer in respect of the work to
whom it has been subcontracted.

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

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

Pursuant to section 15 of the Employees’ Compensation Ordinance, an employer must
notify the Commissioner for Labour (as defined under the Occupational Safety and Health
Ordinance) of a work accident by submitting a Form 2 within 14 days for general work accidents
or within seven days for fatal accidents or a Form 2B within 14 days of accidents resulting in
incapacity for a period not exceeding three days. The employer must submit a Form 2 or Form
2B irrespective of whether the accident gives rise to any liability for the employer to pay
compensation. If the occurrence of such accident was not brought to the notice of the employer
or did not otherwise come to his knowledge within such periods of seven and 14 days,
respectively, the Form 2 must be submitted not later than seven and 14 days, respectively, as the
case may be, after the occurrence of the accident was first brought to the notice of the employer
or otherwise came to his knowledge.
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Under the Employees’ Compensation Ordinance, if an employee sustains an injury or
deceases as a result of an accident arising out of and in the course of his employment, his
employer is generally liable to pay for the compensation even if the employee might have
committed acts of faults or negligence when the accident occurred. Similarly, an employee who
suffers incapacity or deceases as a result of an occupational disease is entitled to receive the
same compensation as that payable to employees injured in occupational accidents.

Pursuant to section 24 of the Employees’ Compensation Ordinance, a principal contractor
shall be liable to pay compensation to its subcontractors’ employees who are injured in the
course of their employment to the subcontractor. The principal contractor is, nonetheless,
entitled to be indemnified by the subcontractor who would have been liable to pay compensation
to the injured employees. 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 principal contractors and subcontractors) are required to take out insurance policies to
cover their liabilities both under the Employees’ Compensation Ordinance and at common law
for injuries at work in respect of all their employees (including full-time and part-time
employees). Under section 40(1B) of the Employees’ Compensation Ordinance, where a
principal contractor has undertaken to perform any construction work, he may take out an
insurance policy for an amount of not less than HK$200 million per event to cover his liability
and that of his subcontractor(s) under the Employees’ Compensation Ordinance and at common
law. Where a principal contractor has taken out a policy of insurance under section 40(1B) of the
Employees’ Compensation Ordinance, the principal contractor and his subcontractor(s) under the
policy shall be regarded as having complied with section 40(1) of the Employees’ Compensation
Ordinance.

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

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

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage rate
(currently set at HK$37.5 per hour) during the wage period for every employee engaged under a
contract of employment under the Employment Ordinance.

Pursuant to section 15 of the Minimum Wage Ordinance, any provision of the employment

contract which purports to extinguish or reduce the right, benefit or protection conferred on the
employee by the Minimum Wage Ordinance is void.
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Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong)

The Mandatory Provident Fund Schemes Ordinance provides for, inter alia, the
establishment of a system of privately managed, employment-related mandatory provident fund
schemes for members of the workforce to accrue financial benefits for retirement (the “MPF”).

Under the Mandatory Provident Fund Schemes Ordinance, every employer of a relevant
employee must take all practicable steps to ensure that the employee becomes a member of a
registered scheme within the permitted period after the relevant time. The employer and his
relevant employees of 18 years of age or over and below retirement age which is 65 years of
age, are each required to make contributions to the plan at 5% of the relevant employees’
relevant income, meaning any wages, salary, leave pay, fee, commission, bonus, gratuity,
perquisite or allowance, expressed in monetary terms, paid or payable by an employer (directly
or indirectly) to the relevant employees in consideration of their employment under their
employment contracts. Section 43B of the Mandatory Provident Fund Schemes Ordinance
provides that an employer, who fails to make timely MPF contributions for its employees or fails
to ensure each of its employees to become a member of a registered MPF scheme within the
permitted period, shall be liable to a maximum fine of HK$350,000 and to imprisonment of up
to three years and a daily penalty of HK$500 for each day on which the offence is continued.
According to section 43B(4) of the Mandatory Provident Fund Schemes Ordinance, prosecution
of offences under this ordinance may be instituted within six months after the offence is
discovered by or comes to the notice of the MPF Authority.

Furthermore, the industry schemes (the “Industry Schemes”) were established under the
mandatory provident fund system for employers in the construction and catering industries in
view of the high labour mobility in these two industries, and the fact that most employees in
these industries are “casual employees” whose employment is on a day-to-day basis or for a
fixed period of less than 60 days.

For the purpose of the Industry Schemes, the construction industry covers the following
eight major categories: (i) foundation and associated works; (ii) civil engineering and associated
works; (iii) demolition and structural alteration works; (iv) refurbishment and maintenance
works; (v) general building construction works; (vi) fire services, mechanical, electrical and
associated works; (vii) gas, plumbing, drainage and associated works; and (viii) interior
fitting-out works.

The Mandatory Provident Fund Schemes Ordinance does not stipulate that employers in
these industries must join the Industry Schemes. The Industry Schemes provide convenience to
the employers and employees in the construction and catering industries. Casual employees do
not have to switch schemes when they change jobs within the same industry, so long as their
previous and new employers are registered with the same Industry Schemes. This is not only
convenient for scheme members but also reduces administrative costs.
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Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong)

The Inland Revenue Ordinance regulates, among others, the imposition of taxes on earnings
and profits in Hong Kong.

Under the Inland Revenue Ordinance, every person chargeable to tax for any year of
assessment shall inform the Commissioner of Inland Revenue in writing that he is so chargeable
not later than four months after the end of the basis period for that year of assessment unless he
has already been required to furnish the relevant return. “Person” includes a corporation,
partnership, trustee, whether incorporated or unincorporated, or body of persons.

Any person who, without reasonable excuse, fails to comply with the above requirement
commits an offence and is liable on conviction to a maximum fine of HK$10,000 and a further
fine of treble the undercharged amount.

Furthermore, under the Inland Revenue Ordinance:

. an employer shall, when required to do so by notice in writing given by an assessor,
furnish within a reasonable time stated in such notice a return containing the names
and places of residence and the full amount of the remuneration, whether in cash or
otherwise, for the period specified in the notice of all persons employed by him in
receipt of remuneration in excess of a minimum figure to be fixed by the assessor and
any other person employed by him named by the assessor;

. an employer who commences to employ in Hong Kong an individual who is or is
likely to be chargeable to salary tax shall give notice in writing to the Commissioner
of Inland Revenue not later than three months after the date of commencement of such
employment, stating the full name and address of the individual, the date of
commencement and the terms of employment; and

. an employer who ceases or is about to cease to employ in Hong Kong an individual
who is or is likely to be chargeable to salary tax shall give notice in writing to the
Commissioner of Inland Revenue not later than one month before such individual
ceases to be employed in Hong Kong, stating the name and address of the individual
and the expected date of cessation.

Failure to comply with any of the above provisions constitutes an offence and is liable on
conviction to a fine of HK$10,000, and the court may order the person convicted within a time
specified in the order to do the act which he has failed to do so.

Under the Inland Revenue Ordinance, any person without reasonable excuse fails to comply
with the requirements of a notice given to him shall be liable to be assessed under the Inland
Revenue Ordinance to additional tax of an amount not exceeding treble the tax which has been
undercharged in consequence of the failure to comply with the relevant notice.
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ENVIRONMENTAL PROTECTION
Air Pollution Control Ordinance (Chapter 311 of the Laws of Hong Kong)

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

A contractor shall observe and comply with the Air Pollution Control Ordinance and its
subsidiary regulations, including but without limitation to the Air Pollution Control
(Construction Dust) Regulation (Chapter 311R of the Laws of Hong Kong). For instance, the
contractor responsible for a construction site shall devise and 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.

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

The Noise Control Ordinance regulates, among others, the noise from construction
activities. A contractor shall comply with the Noise Control Ordinance and its subsidiary
regulations in carrying out construction works. For construction activities that are to be carried
out during the restricted hours and for percussive piling during the daytime, not being a general
holiday, construction noise permits are required from the Noise Control Authority in advance.
The carrying out of percussive piling is prohibited between 7:00 p.m. and 7:00 a.m. or at any
time on general holidays (including Sundays).

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

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 a second or subsequent conviction(s) 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.
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Water Pollution Control Ordinance (Chapter 358 of the Laws of Hong Kong)

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

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

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

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

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

A contractor shall observe and comply with the Waste Disposal Ordinance and its
subsidiary regulations, particularly the Waste Disposal (Charges for Disposal of Construction
Waste) Regulation (Chapter 354N of the Laws of Hong Kong).

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 obtained the written permission from the land
owner and the acknowledgement from the Environmental Protection Department. A person who
except under and in accordance with a permit, does anything for which such a permit is required
commits an offence and is liable to a fine of HK$200,000 and to imprisonment for six months
for the first offence, and to a fine of HK$500,000 and to imprisonment for two years for a
second or subsequent offence.
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Environmental Impact Assessment Ordinance (Chapter 499 of the Laws of Hong Kong)

The Environmental Impact Assessment Ordinance is to avoid, minimise and control the
adverse environmental impacts from designated projects as specified in Schedule 2 to 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 exempted otherwise.

Pursuant to the Environmental Impact Assessment Ordinance, a person commits an offence
if he constructs or operates a designated project listed in Part I of Schedule 2 to the
Environmental Impact Assessment Ordinance (which includes roads, railways and depots,
dredging operation, residential and other developments, etc.) or decommissions a designated
project listed in Part II of Schedule 2 to the Environmental Impact Assessment Ordinance
without an environmental permit for the project; or contrary to the conditions, if any, set out in
the permit. The offender is liable (i) on a first conviction on indictment to a fine of
HK$2,000,000 and to imprisonment for six months; (ii) on a second or subsequent conviction on
indictment to a fine of HK$5,000,000 and to imprisonment for two years; (iii) on a first
summary conviction to a fine of HK$100,000 and to imprisonment for six months; and (iv) on a
second or subsequent summary conviction to a fine of HK$1,000,000 and to imprisonment for
one year, and in any case where the offence is of a continuing nature, the court or magistrate
may impose a fine of HK$10,000 for each day on which he is satisfied the offence continued.

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

The emission of dust from any buildings under construction or demolition in such manner
as to constitute a nuisance is actionable under the Public Health and Municipal Services
Ordinance. The maximum penalty is HK$10,000 upon conviction and with a daily fine of
HK$200.

The discharge of water waste from a construction site is actionable under the Public Health
and Municipal Services Ordinance. The maximum fine is HK$50,000 upon conviction.

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

Any accumulation of refuse which constitutes a nuisance or becomes hazardous to health is
actionable under the Public Health and Municipal Services Ordinance. The maximum penalty is
HK$10,000 upon conviction and with a daily fine of HK$200.

Any premises in such a state as to be a nuisance or injurious to health is actionable under

the Public Health and Municipal Services Ordinance. The maximum penalty is HK$10,000 upon
conviction and with a daily fine of HK$200.
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LICENSING/REGISTRATION REGIME
The Construction Industry Council
The Subcontractor Registration Scheme

The subcontractor registration scheme (the “Former Registration Scheme” or the “SRS”)
was introduced and implemented by the Construction Industry Council for trade subcontractors
taking part in building and engineering works so as to build up a pool of capable and
responsible subcontractors with specialised skills and professional ethics. The Former
Registration Scheme was implemented in phases, at first of which comprised a primary register
(being a list of companies registered in accordance with Rules and Procedures for the Primary
Register of the Subcontracting Registration Scheme) (the “Former Register”).

The Former Registration Scheme was overseen by a management committee which assumed
responsibility for enforcing the registration rules and procedures, screening and approving
applications for registration, as well as instigating regulatory actions.

Pursuant to the Former Registration Scheme, where a contractor was to sub-contract part of
the public works involving 52 trades and specialties covering common structural, civil, finishing,
electrical and mechanical works and supporting services available under the Former Register, he
shall only engage subcontractors (whether nominated, specialist or domestic) who were
registered under the relevant trades in the Former Register. Should the subcontractors further
subcontract (irrespective of the tier) any part of the public works subcontracted to them
involving trades available under the Former Register, the contractor shall ensure that all
subcontractors (irrespective of the tier) were registered under the relevant trades in the Former
Register.

The Registered Specialist Trade Contractors Scheme
Overview

With effect from 1 April 2019, the Former Registration Scheme has been further reformed
and renamed as the Registered Specialist Trade Contractors Scheme (the “RSTCS”) together
with a couple of enhancement.

The RSTCS comprises two registers namely the register of specialist trade contractors
(“Register I”) and the register of subcontractors (“Register II"”). Register I is applicable for the
RSTCS of seven designated trades including demolition, reinforcement bar fixing, erection of
concrete precast component, concreting formwork, concreting, scaffolding and curtain wall,
while Register II is applicable for registered subcontractor of other common civil, building,
electrical and mechanical trades.
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All existing subcontractors who are registered under the seven trades namely demolition,
concreting formwork, reinforcement bar fixing, concreting, scaffolding, curtain wall and erection
of concrete precast component of the SRS have automatically become registered specialist trade
contractors under Group 1 of Register I and no application is required. However, they shall
fulfill all registration requirements within the three-year grace period or otherwise the
registration will be cancelled. All subcontractors who are registered under the remaining trades
of the SRS have been retained as registered subcontractors under the RSTCS and no application
is required.

Registered specialist trade contractors

The registered specialist trade contractors within each designated trade are further divided
into Group 1 or 2 according to the registration requirements fulfilled by them. A registered
specialist trade contractor’s status in Group 1 will be either ‘probationary’ or ‘confirmed’.

For new registered specialist trade contractor applicants, they shall satisfy the registration
requirements under the five core elements of safety, management experiences, execution and
finance as set out in Schedule 2 to the Rules and Procedures for the Register of Specialist Trade
Contractors for each designated trade.

A registered specialist trade contractor shall make an application of renewal to the
Construction Industry Council not earlier than six months before and not later than three months
before the specified date of expiry of the registered specialist trade contractor’s registration. An
approved renewal of registration shall be valid for a period of not less than three years from the
date of approval of the renewal.

A registered specialist trade contractor shall observe the Codes of Conducts Guidance
Document as set out in Schedule 3 to the Rules and Procedures for the Register of Specialist
Trade Contractors. Failing of which may result in regulatory actions taken by the committee of
the Construction Industry Council.

Registered subcontractors

Registered subcontractor applicants shall continue to adopt the prevailing registration entry
requirements under the rules and procedures of the Former Registration Scheme, for example, (i)
proof of completion of at least one job within five years as a principle contractor or
subcontractor in the areas which it is applying to or comparable experience by itself or through
its proprietors, partners or directors within the last five years; or (ii) having been employed
whether by itself or through its proprietors, partners or directors having been employed by a
registered subcontractor for at least five years with experience in the trade or specialty which it
is applying to and having completed all the modules of the Project Management Series for
Subcontractors as conducted by the Construction Industry Council.
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A registered subcontractor shall apply for renewal within three months before the expiry
date of its registration by submitting an application for renewal to the Construction Industry
Council, which shall be subject to the approval by the committee of the Construction Industry
Council. An approved renewal of registration shall be valid for three or five years from the
expiry of the current registration.

A registered subcontractor shall observe the Codes of Conduct for Registered Subcontractor
as set out in Schedule 8 to the Rules and Procedures of the Former Registration Scheme. Failing
of which may result in regulatory actions taken by the committee of the Construction Industry
Council.

COMPLIANCE WITH THE RELEVANT REQUIREMENTS

Our Directors confirmed that during the Track Record Period and up to the Latest
Practicable Date, save as otherwise disclosed in the section headed ‘“Business -
Non-compliances” and “Business — Litigation and claims” in this prospectus, our Group had
complied with all relevant laws applicable to our Group’s business operations in all material
respects, and had obtained all the registration and certifications required for our business and
operations in Hong Kong, and all of them were in force as at the Latest Practicable Date.

LAWS EXPECTED TO COME INTO FORCE WHICH MAY IMPACT OUR BUSINESS
The Proposed Security of Payment Legislation for the Construction Industry (the “SOPL”)

The Government is currently formulating a new legislation for the construction industry to
address unfair payment terms, payment delays and disputes. The SOPL is intended to encourage
fair payment, rapid dispute resolution and increase cash flow in the contractual chain.

When it comes into force, the SOPL will apply to all written and oral contracts where
construction works or plant and materials are being supplied for works in Hong Kong. All public
sector construction contracts will be caught by the legislation, whereas only construction and
supply contracts relating to a “new building” (as defined in the Buildings Ordinance) which has
an original value in excess of HK$5 million will be caught in private sector. However, where the
SOPL applies to the main contract, it will automatically apply to all subcontracts in the
contractual chain.

The new legislation will amongst others:

. prohibit “pay when paid” and similar clauses in contracts. Payers will not be able to
rely on such clauses in dispute resolution forums;

. prohibit payment periods of more than 60 calendar days for interim payments or 120
calendar days for final payments;
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. enable amounts due for construction work or materials or plant supplies to be claimed
as statutory payment claims, upon receipt of which the payer has 30 calendar days to
serve a payment response, and either party has a statutory right to refer the matter to
adjudication for decision (typically a 60-day process); and

. allow parties who have not been paid amounts admitted as due the right to suspend
works until payment is made.

It is probable that some of our contracts will be caught by the new SOPL and where such
contracts are subject to the SOPL, we will have to ensure that their terms comply with the
legislation in this regard. The SOPL is designed to assist contractors throughout any events of
contractual change to ensure cash-flow and access to a swift dispute resolution process.

As at the Latest Practicable Date, the implementation date of the SOPL had not been
announced.
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OUR BUSINESS DEVELOPMENT

The history of our Group can be traced back to December 1998 when Temmex, being the
first of our three principal operating subsidiaries in Hong Kong, commenced its formwork works
business as a subcontractor in Hong Kong, which was then owned as to 50% each by Mr. Leung
and an Independent Third Party, respectively. Mr. Leung became the sole shareholder of Temmex
on 8 January 2010 after he acquired 5,000 shares in, representing 50% of the total number of
issued shares of, Temmex from the Independent Third Party. Mr. Leung has accumulated over 30
years of experience in the formwork works industry, having first started as a formwork works
apprentice in the late 1970s in Hong Kong. Drawing on his experience in the formwork works
industry, Temmex commenced its operations in 1998 with an aim to specialise in the provision
of formwork works services as a subcontractor in Hong Kong.

Under the leadership of Mr. Leung, our formwork works business achieved steady growth
and success. Over the years, Mr. Leung incorporated our Group’s two other principal operating
subsidiaries, Temmex Brothers and Kennex, on 9 October 2008 and 23 March 2015, respectively,
to further expand our Group’s working capacity and capabilities, so as to enhance its position in
the formwork works industry in Hong Kong. In this regard, Temmex Brothers also specialises in
the provision of formwork works services as a subcontractor in Hong Kong. Further, via the
operation of Kennex that owns our metal scaffold equipment and related parts, we have reduced
our reliance on third party suppliers in renting metal scaffold equipment, which in turn allows us
to have better control and flexibility over costs and project schedule.

As at the Latest Practicable Date, each of Temmex and Temmex Brothers was registered
with the CIC as a registered specialist trade contractor (with designated trade specialty of

concreting formwork (S02)).

The following table sets out our Group’s key development milestones:

Year Event

1998 Temmex was incorporated in Hong Kong and later commenced its
business operations in the provision of formwork works services in
Hong Kong

2007 Temmex was registered with the CIC as a registered specialist trade

contractor (with designated trade specialty of concreting formwork
(SOZ)) Note 1

2008 Temmex Brothers was incorporated in Hong Kong as part of our
Group’s expansion plans

2010 Temmex Brothers was first registered with the CIC as a registered
specialist trade contractor (with designated trade specialty of

concreting formwork (S02)) Vo’ 2
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Year

2011

2015

2016

2019

Notes:

CORPOR

Our
Details of

Event

We obtained the contract regarding the provision of formwork works
services to Hong Kong section of the Guangzhou-Shenzhen-Hong
Kong Express Rail Link, which is one of the Ten Major Infrastructure
Projects, with an initial contract sum of approximately HK$60.9
million

Kennex was incorporated in Hong Kong and later commenced its
business operations in providing metal scaffold equipment and related
parts to our Group in Hong Kong

We obtained the contract regarding the provision of formwork works
services to Kai Tak Development, which is also one of the Ten Major
Infrastructure Projects

Temmex was accredited (i) ISO9001:2015 in relation to quality
management system standard, applicable to the provision of formwork
works services; (ii) ISO14001:2015 in relation to environmental
management system standard, applicable to the provision of formwork
works services; and (iii) ISO45001:2018 in relation to occupational
health and safety (OHS) management system standard, applicable to
the provision of formwork works services

Our Group began using aluminium to provide system formwork works
services

The registration of Temmex as a registered specialist trade contractor (formerly known as a registered
subcontractor) with the CIC was renewed upon each expiry since 28 September 2007, with the current
registration being valid until 27 September 2022.

The registration of Temmex Brothers as a registered specialist trade contractor (formerly known as a

registered subcontractor) with the CIC was renewed upon each expiry since 29 January 2010, with the
current registration being valid until 28 January 2023.

ATE HISTORY

Company has a number of subsidiaries incorporated in the BVI and Hong Kong.
our Company and the major subsidiaries of our Group and their respective corporate

histories are set forth below.
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OUR CORPORATE DEVELOPMENT
Our Company

Our Company was incorporated on 31 May 2019 as an exempted company under the
Companies Law in the Cayman Islands. As a result of the Reorganisation, our Company became
the holding company of our Group, for further details, please refer to the paragraph headed
“Reorganisation” in this section.

Incorporation and development of our principal operating subsidiaries in Hong Kong

We undertake our formwork works services business through three principal operating
subsidiaries incorporated in Hong Kong. For the purpose of Listing, we incorporated a number
of intermediate holding companies in the BVI to hold all of our principal operating subsidiaries
upon completion of the Reorganisation, for further details, please refer to the paragraph headed
“Reorganisation” in this section.

We describe below the corporate history of our principal operating subsidiaries before the
commencement of the Reorganisation.

Temmex

On 21 October 1998, Temmex was incorporated in Hong Kong as a limited liability
company with an authorised share capital of HK$10,000 divided into 10,000 ordinary shares of
HKS$1 each, of which two shares were allotted and issued to two independent initial subscribers.
Temmex provides formwork works services as a subcontractor in Hong Kong.

On 11 December 1998, the first and second independent initial subscribers transferred their
respective one share in Temmex to Mr. Leung and an Independent Third Party, respectively, at
par and such transfers were legally completed on the same date.

On 12 December 1998, the number of shares of Temmex was increased from two shares to
10,000 shares by way of allotment and issue pursuant to which 4,999 shares and 4,999 shares
were allotted and issued to Mr. Leung and the Independent Third Party, respectively. Upon
completion of the allotment and issue on 12 December 1998, the interest of Temmex was held as
to 50% each by Mr. Leung and the Independent Third Party, respectively.

On 8 January 2010, the Independent Third Party sold and transferred his 5,000 shares in,
representing 50% of the total number of issued shares of, Temmex to Mr. Leung at a
consideration of HK$5,000 which was determined with reference to the par value of each share
of Temmex at the time of transfer after arm’s length negotiation. The consideration of HK$5,000
was settled by Mr. Leung’s fund. Upon completion of the share transfer, Temmex became 100%
owned by Mr. Leung.
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Save as disclosed above, Temmex has not undergone any other changes in its share capital
since its incorporation and before the Track Record Period. As at the Latest Practicable Date, its
issued capital was HK$10,000. Immediately before the Reorganisation, the interest of Temmex
was 100% held by Mr. Leung.

Temmex Brothers

On 9 October 2008, Temmex Brothers was incorporated in Hong Kong as a limited liability
company with an authorised share capital of HK$10,000 divided into 10,000 ordinary shares of
HKS$1 each, of which 6,000 shares and 4,000 shares were issued to Mr. Leung and Mr. Chung
Chun Piu, respectively. The incorporation was part of our Group’s strategic development to
diversify business risks by expanding its working capacity and capabilities. At the time of
incorporation, it was Mr. Leung’s intention to establish a second business operating team with
Temmex Brothers to attract more customers. On our Group level, Mr. Leung aimed that Temmex
and Temmex Brothers would ultimately be serving different portfolios of customers. In January
2010, Temmex Brothers was first registered with the CIC as a preparation for our Group to cater
its potential future needs in increasing its traditional formwork works working capacity.

On 25 July 2017, Mr. Chung Chun Piu transferred to Mr. WC Leung 4,000 shares in,
representing 40% of the total number of issued shares of, Temmex Brothers at a consideration of
HK$4,000, which was settled by Mr. Leung’s funds; and Mr. Leung transferred to Mr. WC
Leung 6,000 shares in, representing 60% of the total number of issued shares of, Temmex
Brothers, at a consideration of HK$6,000 (the “Share Transfers”). Given that Temmex Brothers
was loss making since its incorporation up to the financial year ended 31 March 2017, the
consideration of the Share Transfers was determined with reference to the par value of each
share of Temmex Brothers at the time of transfer after an arm’s length negotiation.

On the same date, Mr. Leung and Mr. WC Leung entered into a declaration of trust (the
“Declaration of Trust”), pursuant to which Mr. WC Leung declared to hold 10,000 shares in,
representing 100% of the total number of issued shares of, Temmex Brothers as nominee and
trustee in favour of and for the sole benefit of Mr. Leung. As such, the 100% interest of Temmex
Brothers is beneficially owned by Mr. Leung and legally owned by Mr. WC Leung. The Share
Transfers and the Declaration of Trust were a family arrangement and intended as a succession
plan in order to groom and develop Mr. WC Leung’s management and operational skills. In this
regard, Mr. WC Leung has been appointed as a director of Temmex Brothers since July 2017.
For details of the roles and responsibilities of Mr. Leung and Mr. WC Leung in our Group,
please refer to the section headed “Directors and senior management” in this prospectus.

Save as disclosed above, Temmex Brothers has not undergone any other changes in its
share capital since its incorporation and before the Track Record Period. As at the Latest
Practicable Date, its issued capital was HK$10,000. Immediately before the Reorganisation, the
interest of Temmex Brothers was 100% held by Mr. WC Leung as trustee for and on behalf of
Mr. Leung under the Declaration of Trust.
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Kennex

On 23 March 2015, Kennex was incorporated in Hong Kong as a limited liability company
with an authorised share capital of HK$10,000 divided into 10,000 ordinary shares of HK$1
each, of which 10,000 shares were issued to Mr. Leung. Kennex supplies metal scaffold
equipment and related parts to our operating subsidiaries, Temmex and Temmex Brothers,
respectively, to facilitate our formwork works services operations.

Save as disclosed above, Kennex has not undergone any other changes in its share capital
since its incorporation and before the Track Record Period. As at the Latest Practicable Date, its
issued capital was HK$10,000. Immediately before the Reorganisation, the interest of Kennex
was 100% held by Mr. Leung.

REORGANISATION

For the purpose of the Listing, we underwent the Reorganisation as a result of which our
Company became the holding company of our Group.

The following diagram illustrates the corporate structure of our Group immediately before
the commencement of the Reorganisation:

Mr. Leung

100%

Temmex Temmex Brothers M Kennex
(HK) (HK) (HK)

Note: On 25 July 2017, Mr. WC Leung and Mr. Leung executed the Declaration of Trust.

- 103 -



HISTORY, REORGANISATION AND CORPORATE STRUCTURE

The Reorganisation involved the following major steps:
Stage (1) — Incorporation of Sky Mission

On 12 February 2019, Sky Mission was incorporated under the laws of the BVI with
an authorised share capital of US$50,000 divided into 50,000 shares with a par value of
US$1.00 each. On the same date, one share in, representing 100% of the total number of
issued share of, Sky Mission was allotted and issued by Sky Mission to Mr. Leung. Upon
the said allotment and issue, Sky Mission is 100% held by Mr. Leung.

Stage (2) — Incorporation of our Company

On 31 May 2019, our Company was incorporated under the laws of the Cayman
Islands with an authorised share capital of HK$380,000 divided into 38,000,000 Shares
with a par value of HK$0.01 each. One Share, representing 100% of the total number of
issued Shares, was issued and allotted, credited as fully paid, to the initial subscriber
pursuant to the Memorandum and Articles, which was subsequently transferred to Sky
Mission on the same date. Upon the said allotment and issue and share transfer, our
Company is 100% held by Sky Mission.

Stage (3) — Incorporation of Everbright, Evergreen and Evergrow
Everbright

On 18 July 2019, Everbright was incorporated in the BVI and was authorised to issue
up to a maximum of 50,000 ordinary shares of a single class without par value. On the
same date, one share in, representing 100% of the total number of issued share of,
Everbright was allotted and issued by Everbright to our Company. Upon the said allotment
and issue, Everbright is 100% held by our Company.

Evergreen

On 18 July 2019, Evergreen was incorporated in the BVI and was authorised to issue
up to a maximum of 50,000 ordinary shares of a single class without par value. On the
same date, one share in, representing 100% of the total number of issued share of,
Evergreen was allotted and issued by Evergreen to our Company. Upon the said allotment
and issue, Evergreen is 100% held by our Company.

Evergrow

On 18 July 2019, Evergrow was incorporated in the BVI and was authorised to issue
up to a maximum of 50,000 ordinary shares of a single class without par value. On the
same date, one share in, representing 100% of the total number of issued share of,
Evergrow was allotted and issued by Evergrow to our Company. Upon the said allotment
and issue, Evergrow is 100% held by our Company.
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Stage (4) — Acquisition of Temmex, Temmex Brothers and Kennex by Everbright,
Evergreen and Evergrow, respectively

A. Acquisition of Temmex by Everbright

On 26 November 2019, Mr. Leung entered into an agreement for sale and purchase of
shares (the “Temmex SPA”) with Everbright in relation to the sale of his 10,000 shares in,
representing 100% of the total number of issued shares of, Temmex to Everbright, at a
consideration of HK$100.

Pursuant to the Temmex SPA, the parties agreed to settle the consideration by our
Company allotting and issuing 827 Shares which is determined with reference to the net
assets values as stated in the unaudited management accounts of each of Temmex, Temmex
Brothers and Kennex as at 31 August 2019 and the proportion thereof, credited as fully
paid, to Sky Mission.

Upon completion of the Temmex SPA, Temmex became an indirect wholly-owned
subsidiary of our Company.

B. Acquisition of Temmex Brothers by Evergreen

On 26 November 2019, Mr. WC Leung (as nominee and trustee for and on behalf of
Mr. Leung under the Declaration of Trust), as vendor, entered into an agreement for sale
and purchase of shares (the “TMB SPA”) with Evergreen, as purchaser, in relation to the
sale of his 10,000 shares in, representing 100% of the total number of issued shares of,
Temmex Brothers to Evergreen, at a consideration of HK$100.

On the instruction of Mr. Leung, the ultimate beneficiary under the Declaration of
Trust, Mr. WC Leung and Evergreen agreed to settle the consideration by our Company
allotting and issuing 172 Shares which is determined with reference to the net assets values
as stated in the unaudited management accounts of each of Temmex, Temmex Brothers and
Kennex as at 31 August 2019 and the proportion thereof, credited as fully paid, to Sky
Mission.

Upon completion of the TMB SPA, Temmex Brothers became an indirect
wholly-owned subsidiary of our Company, and the nominee shareholding arrangement
between Mr. WC Leung as trustee and Mr. Leung as beneficiary under the Declaration of
Trust became terminated.
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C. Acquisition of Kennex by Evergrow

On 26 November 2019, Mr. Leung entered into an agreement for sale and purchase of
shares (the “Kennex SPA”) with Evergrow in relation to the sale of his 10,000 shares in,
representing 100% of the total number of issued shares of, Kennex to Evergrow, at a
consideration of HK$100.

Pursuant to the Kennex SPA, the parties agreed to settle the consideration by our
Company allotting and issuing 100 Shares which is determined with reference to the net
assets values as stated in the unaudited management accounts of each of Temmex, Temmex
Brothers and Kennex as at 31 August 2019 and the proportion thereof, credited as fully
paid, to Sky Mission.

Upon completion of the Kennex SPA, Kennex became an indirect wholly-owned
subsidiary of our Company.

Stage (5) — Increase in the authorised share capital of our Company

The authorised share capital of our Company was increased from HK$380,000 divided
into 38,000,000 Shares of par value of HK$0.01 each to HK$40,000,000 divided into
4,000,000,000 Shares of par value of HK$0.01 each by the creation of an additional
3,962,000,000 Shares.

THE SHARE OFFER AND THE CAPITALISATION ISSUE

Assuming the Share Offer becomes unconditional, our Company will offer new Shares
representing not less than 25% of the total number of issued Shares for subscription by the
public, selected professional, institutional and other investors pursuant to the Share Offer.

Conditional upon the share premium account of our Company being credited as a result of
the allotment and issue of the Offer Shares, our Directors are authorised to capitalise an amount
of HK$11,999,989 standing to the credit of the share premium account of our Company by
applying such sum to pay up in full at par a total of 1,199,998,900 Shares for allotment and
issue to Sky Mission, representing not more than 75% of the total number of issued Shares upon
Listing.
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The following diagram illustrates the shareholding and corporate structure of our Group
immediately after completion of the Reorganisation but prior to completion of the Share Offer

and the Capitalisation Issue:
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The following diagram illustrates the shareholding and corporate structure of our Group
immediately following completion of the Share Offer and the Capitalisation Issue (without
taking into account any Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option):
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OVERVIEW

We are an established formwork works subcontractor in Hong Kong with an operating
history of over 20 years. Our Group has a deep-rooted presence and positions ourselves as one
of the major subcontractors in the formwork works industry in Hong Kong. During FY2017,
FY2018, FY2019 and FY2020, we generated approximately HK$440.1 million, HK$415.3
million, HK$505.2 million and HK$434.6 million in revenue from 20, 23, 29 and 37 projects,
respectively, comprising the entirety of our revenue of each of the respective years. Based on the
project nature, our projects can be categorised into (i) building construction projects and (ii)
civil engineering projects. The following table sets out our revenue during the Track Record
Period by reference to the nature of our projects:

FY2017 FY2018 FY2019 FY2020

No. of No. of No. of No. of
projects Revenue projects Revenue projects Revenue projects Revenue
(Note 3) HK$1000 % (Note 3) HK$,000 % (Note 3) HK$»000 % (Note 3) HK$,000 %

Building construction™ 15 248,684 56.5 18 331,789 79.9 22 489,234 96.8 31 360,964 83.1
Civil engineering ™" ¥ 5 191440 43.5 5 83534 20.1 T 15954 32 6 73660 169
Total 20 440,124 100 23 415,323 100 29 505,188 100 37 434,624 100
Notes:

1. Building construction projects involve the erection of residential buildings, commercial buildings and/or

institutional buildings.
2. Civil engineering projects involve the construction of infrastructure.

3. The number of projects is determined based on the number of projects for which revenue was recognised
during the relevant financial year.
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We have completed 40 formwork works projects during the Track Record Period with an
aggregate original contract sum amounting to approximately HK$1,688.0 million. All of our
works were project-based. The formwork works projects undertaken by us originated from both
public sector (including projects where the ultimate customers of the projects are Government
departments and statutory bodies) and private sector (including projects where the ultimate
customers of the projects are not Government departments or statutory bodies). The revenue
attributable to public sector projects and private sector projects by provision of formwork works
during the Track Record Period were as follows:

FY2017 FY2018 FY2019 FY2020

No. of No. of No. of No. of
projects Revenue projects Revenue projects Revenue projects Revenue
(Note 3) HK$7000 % (Note 3) HK$7000 % (Note 3) HK$;000 % (Note 3) HK$Y000 %

Public sector ¥ 6 9,173 207 9 124771 300 15 225270 446 14202,798  46.7
Private sector V"¢ ¥ 14 348951 79.3 14290552 70.0 14279918 554 23 231,826 533
Total 20 440,124 100 23 415323 100 29 505,188 100 37 434624 100
Notes:

1. Public sector projects include those projects where the ultimate customers are Government departments

and/or statutory bodies.

2. Private sector projects include projects where the ultimate customers are not Government departments nor
statutory bodies.

3. The number of projects is determined based on the number of projects for which revenue was recognised
during the relevant financial year.

Our Directors estimate that the aggregate outstanding contract sum of our on-going projects
was approximately HK$726.0 million as the Latest Practicable Date.

During the Track Record Period, our Group predominantly provided traditional formwork to
our customers by using timber and plywood. For part of the formwork works in our three
projects during the Track Record Period, our Group has applied system formwork by using
aluminium formwork which is more environmentally friendly materials for the repeated structure
of the buildings. Our Directors believe that the application of system formwork in such projects
could facilitate our study of tendering projects involving system formwork in the future. The
projects involving system formwork were (i) a public building construction project involving the
construction of hospital buildings in Shatin with the original contract sum of approximately
HK$12.3 million and less than 5% of works related to system formwork; (ii) a private residential
building project in Mongkok with the original contract sum of approximately HK$55.8 million
and approximately 64.3% of works related to system formwork; and (iii) a private residential
building project in Sai Ying Pun with the original contract sum of approximately HK$8.8 million
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and approximately 60.9% of works related to system formwork. For further information of our
completed and on-going projects, please refer to the paragraph headed “Our projects” in this
section.

During the Track Record Period, most of our customers are main contractors in Hong Kong
while we acted as their formwork works subcontractor. The number of customers with revenue
contribution to us was nine, 10, 12 and 13 for FY2017, FY2018, FY2019 and FY2020,
respectively. Meanwhile, our largest customer accounted for approximately 30.5%, 35.7%,
40.2% and 41.2% of our total revenue and our five largest customers in aggregate accounted for
approximately 97.6%, 92.1%, 98.9% and 93.8% of our total revenue, respectively. For details,
please refer to the paragraph headed “Our customers” in this section.

We secure all of our projects through invitation for tendering. For FY2017, FY2018,
FY2019 and FY2020, our tender success rate was approximately 16.9%, 13.4%, 12.1% and
13.9%, respectively. For details, please refer to the paragraph headed “Operation flow — 4.
Award of contract” in this section.

Our Group has developed a broad network of suppliers that predominantly provide (i)
construction materials, such as timber, plywood, metalware and aluminium formwork; (ii)
subcontracting services; (iii) metal scaffold equipment rental; and (iv) transportation services, to
support our operations. For FY2017, FY2018, FY2019 and FY2020, our largest supplier
accounted for 24.7%, 31.8%, 29.6% and 39.1% of our cost of purchases, respectively, and our
five largest suppliers accounted for 61.6%, 76.3%, 72.2% and 78.7% of our cost of purchases,
respectively. For further information in relation to our suppliers, please refer to the paragraph
headed “Our suppliers” in this section.

COMPETITIVE STRENGTHS

We are the subcontractor of established and reputable contractors in Hong Kong

We provide formwork works services as a subcontractor to the main contractors of
construction projects in both public sector and private sector with an operating history of over
20 years. Comparing to our other competitors in the industry, we have a more deep-rooted
presence in the formwork works industry in Hong Kong. We have gained comprehensive
experience from various formwork works in different types of civil engineering projects,
including some of the Ten Major Infrastructural Projects, and building construction projects,
such as the construction of residential buildings, commercial buildings and institutional
buildings. As such, our established presence in the formwork works industry in Hong Kong may
give us an advantage for maintaining existing customers and securing new business opportunities
and our Directors believe that our ongoing reputation within the industry is crucial to our
day-to-day business operations and future business development.

We have proven our ability to capitalise on our continuous efforts in our long operating

history to become one of the major contractors in the formwork works industry in Hong Kong.
According to the Ipsos Report, the formwork works industry is highly fragmented and, as of
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September 2020, there were 864 contractors on the list of registered contractors under
“Concreting Formworks” category of the Construction Industry Council. Our Group’s revenue
recognised in FY2020 accounted for approximately 7.6% of the total industry revenue of
approximately HK$5,706.6 million in the calendar year of 2019, and places our Group among
the major subcontractors of the formwork works industry in Hong Kong. We believe that we are
of a well-developed scale and have the ability to continue to compete for, and further enhance,
our position in the Hong Kong formwork works industry.

During the Track Record Period, we had completed 40 formwork works projects with an
aggregate original contract sum of approximately HK$1,688.0 million. Our Directors believe that
our successful completion of these projects will continue to enhance our reputation in the
industry and will give us a competitive edge in securing new projects. Our ability to satisfy our
customers’ requirements in a feasible manner gives us a competitive edge in attracting more
business opportunities in the future. For further details of our formwork works projects, please
refer to the paragraph headed “Our projects” in this section.

We have strong relationships with our customers and suppliers who have been and will
continue to be our customers and suppliers throughout many projects

Our Group has over 20 years of experience in the construction industry in Hong Kong, and
we have provided formwork works services since our inception. Throughout the years, our
Directors believe that we have developed our reputation and presence as a reliable formwork
works service provider and has developed a broad network of suppliers, supporting our ability to
deliver to our customers’ needs.

We have a strong customer portfolio, of which our major customers during the Track
Record Period comprised large and reputable contractors in Hong Kong with a long history in
the local construction industry. According to the Ipsos Report, main contractors tend to select
their subcontractors based on reputation, proven quality of work, timely delivery and
maintenance of good customer relationships. Our business relationships with some of our five
largest customers during the Track Record Period spanned over five years. Our Directors are of
the view that our relationships with the five largest customers during the Track Record Period
have provided more business opportunities to our Group, and may increase our chances of (i)
being invited to tender for formwork works projects; and (ii) being awarded of the contracts.
Our Directors also believe that our industry experience and business reputation have reinforced
our Group’s relationship with some of our major customers as one of the preferred
subcontractors to their projects. Our Directors believe that the satisfactory completion of our
works has enabled us to maintain an ongoing business relationship with these customers.

Furthermore, we place considerable emphasis to maintain quality control and safety
standard as they can directly affect our reputation, service quality and profitability. They are
also among our customers’ key assessment criteria in selecting formwork supplier. Our Directors
are of the view that our emphasis in quality has equipped us with the capability of attracting
new customers and new opportunities. For FY2017, FY2018, FY2019 and FY2020, our revenue
was generated from nine, 10, 12 and 13 customers, respectively, with a growth trend of our
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customer diversity. Our Directors believe that our effective quality management, occupational
health and safety management as well as good compliance track record would enable us to have
a good publicity and reduce our exposure to potential claims and improve our overall product
quality and profitability.

On the other hand, we maintain an approved list of suppliers. Our Directors believe that
our stable relationships with our suppliers may facilitate (i) the delivery of materials and/or
services to our Group; (ii) the bargaining position for purchase of materials or availability of
services with relatively stable price and terms; and (iii) the availability of supplies throughout
the entire project period. Our relationships with some of our five largest suppliers during the
Track Record Period spanned over 10 years.

We have an experienced and professional management team

Our executive Directors have extensive experience and/or technical knowledge in the
construction industry in Hong Kong and our senior management possesses expertise and relevant
professional qualifications on project management, contract management, finance operation and
administration work, which together is crucial for us to ensure effective and efficient completion
of projects undertaken by us. Please refer to the section headed “Directors and senior
management” of this prospectus for the biographical details of our Directors and senior
management.

In light of the experience and technical knowledge of our executive Directors and our
senior management, our Directors believe that we are able to remain competitive and
well-positioned in competing for and securing contracts in the future. Our Directors are
confident that our Group will remain competitive and reputable in the industry owing to the
in-depth industry knowledge of our senior management.

We have a large pool of operational staff to carry out our formwork works services

In addition to the experience and technical knowledge of our project management team, the
execution of our works is also reliant on the large pool of manpower required for formwork
works. Construction industry is a labour-intensive industry. Our Group strategically maintains a
sufficient number of direct labour to provide services. Given the acute shortage of skilled labour
faced by the construction industry in Hong Kong, having a pool of direct labour can reduce
reliance on the subcontracting arrangement and thus enhances the reliability of cost budgeting on
human resource and ensures the quality of works by providing on-going trainings to their own
staff. Therefore, possessing a pool of direct labour is one of the competitive edges of our Group.

As at the Latest Practicable Date, our Group directly employed over 500 site workers who
are deployed to various projects to carry out formwork works services. As our Group
predominantly provided traditional formwork to our customers by using timber and plywood
during the Track Record Period, our site workers are mainly carpenter formwork workers. Our
Directors consider that our maintenance of a pool of site workers under our direct employment
has allowed us to maintain certainty in terms of the quality of our formwork works and
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enhanced the reusability of construction materials through the application of our guidelines and
policies and under the close supervision of our project management team.

Since most of our site workers are employed directly by our Group, we are able to manage
our costs and control the quality of our work effectively as we would monitor closely to ensure
compliance with our internal controls as well as to meet the project schedule by allocating
manpower in a feasible manner. Further, we maintain and will continue to refine our internal
quality control systems and checks that are applicable throughout our projects to employees and
subcontractors alike to eliminate chances for faults in our work and to ensure consistency in the
quality of works delivered.

We possess our own metal scaffold equipment and related parts to minimise the reliance on
equipment suppliers

As part of their monitoring of our works, our management has identified areas that may
present risks such as the potential for shortages in availability for necessary supplies such as
metal scaffold equipment and related parts for forming the falsework systems. We have therefore
developed and maintained a stable inventory of metal scaffold equipment and related parts to
minimise our reliance on suppliers and to minimise our susceptibility to price fluctuations.

According to the Ipsos Report, falsework system is essential in supporting the weight of
horizontal formwork system wuntil the concrete gains sufficient strength and becomes
self-supporting. During the Track Record Period, we possessed metal scaffold equipment that
was used to form falsework system and applied towards our construction works. As at 31 March
2017, 31 March 2018, 31 March 2019 and 31 March 2020, we had metal scaffold equipment and
related parts with the carrying amount of approximately HK$8.0 million, HK$14.3 million,
HK$9.8 million and HK$5.2 million, respectively. The possession of metal scaffold equipment
and related parts to support our formwork works services has allowed our Group to reduce our
reliance on third-party metal scaffold equipment rental suppliers and to shield our Group from
shortage of supply and fluctuating expenses.

Our Directors believe that the continuous development and application of our systems and

controls will aid our Group in continuing to deliver formwork works in a proper manner and to
an acceptable quality standard while keeping costs under control.
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BUSINESS STRATEGIES

Further strengthening our market position, increasing our market share and capturing the
growth in the formwork works industry

The principal business objective of our Group is to further strengthen our market position,
increase our market share and capture the growth in the formwork works industry. We intend to
achieve our business objective by (i) further enhancing our financial position for the purpose of
securing additional and large-scale formwork works projects and expanding our capability to
offer system formwork works services; (ii) increasing our stock of metal scaffold equipment; and
(iii) further strengthening our manpower to cope with our business development.

According to the Ipsos Report, the gross output value of the formwork works industry in
Hong Kong has experienced steady growth from approximately HK$3,381.8 million in 2013 to
approximately HK$5,706.6 million in 2019, representing a CAGR of approximately 9.1%. It is
estimated that the gross output value of formwork works industry will remain stable from
approximately HK$5,711.7 million in 2020 to approximately HK$5,968.7 million in 2023,
representing a CAGR of approximately 1.5%. In the forecast period, growth of the gross output
value is expected to decelerate as most of the Ten Major Infrastructure Projects will have been
completed and the impact of outbreak of COVID-19 is expected to slow down the growth rate of
the market.

However, the positive expectation is largely attributed to the growth of the building
construction industry in Hong Kong. The construction industry has been supported by an active
economy in Hong Kong over the past few decades. A great number of buildings or infrastructure
projects are being constructed every year due to the Government’s initiative to increase the
supply of residential buildings and commercial buildings as well as infrastructures. According to
the 2019-20 budget, the Government has established a total housing supply target of 100,400
public housing units for the five-year period from 2019 to 2024. Additionally, the Government
also strived to increase the land available for residential and commercial uses. On commercial
land availability, according to the Chief Executive’s 2018 Policy Address, a number of
commercial sites including those located at the Kai Tak Development Area, above the terminus
of the Hong Kong Section of the Guangzhou-Shenzhen-Hong Kong Express Rail Link, at the
New Central Harbourfront, Caroline Hill Road, Queensway Plaza and Sai Yee Street, will be put
up for land sale from 2018 onwards. These sites will provide a total of around 1.1 million sq.m.
of floor area. Moreover, according to the 2018 Long Term Housing Strategy Annual Progress
Report by Transport and Housing Bureau, the latest public housing supply target will be 220,000
private rental housing units and 95,000 subsidised sales flats units for the ten-year period from
2019 to 2029.

In terms of our backlog value during the Track Record Period, the outstanding contract
value as at 31 March 2017 was relatively higher than those as at the end of other periods
because there was a supplementary agreement signed with Customer D in early 2017 for Project
TMB-21 with an additional contract value of approximately HK$70.0 million granted to us,
which resulted in the increase in the outstanding contract value as at 31 March 2017. Although
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we experienced a decrease in the outstanding contract value of backlog from approximately
HK$572.5 million as at 31 March 2017 to approximately HK$378.4 million as at 31 March
2020, our Directors believe that our expansion plan is supported by sufficient market demand by
taking into account that (i) the aggregate original contract sum of newly awarded projects
secured during FY2020 was approximately HK$528.0 million, which was higher than those with
aggregate original contract sum of approximately HK$451.7 million, HK$304.0 million and
HK$301.1 million projects secured in FY2017, FY2018 and FY2019, respectively; (ii) there
were nine projects, with an aggregate original contract sum of approximately HK$526.3 million,
awarded to us after the Track Record Period and up to the Latest Practicable Date; (iii) as at the
Latest Practicable Date, we had 100 tenders with an aggregate estimated contract sum of
approximately HK$5,434.8 million which were undergoing tendering process and still pending
results (excluding four repeated tenders with the estimated contract sum of approximately
HK$353.3 million, HK$108.3 million, HK$68.5 million and HK$2.1 million, respectively,
submitted for the same projects but different potential customers); (iv) we have relatively higher
chances to be awarded three tenders (with estimated aggregate contract sum of approximately
HK$410.0 million, including two tenders involving traditional formwork with the aggregate
estimated contract sum of approximately HK$288.2 million and one tender involving traditional
and system formworks with an estimated contract sum of approximately HK$121.8 million) as
these tenders are at advanced stage of tendering process or the Group has already secured
another project with the same main contractor for another part of the same construction site,
whereas subsequent to the Track Record Period, we have successfully secured another project
which we previously considered to have a relatively higher chance to be awarded tender; and (v)
for FY2017, FY2018, FY2019 and FY2020, our revenue was generated from nine, 10, 12 and 13
customers, respectively, with a growth trend of our customer diversity.
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Set out below is the brief information of our tenders with relatively higher chances to be

awarded.
Estimated
upfront
cost/
estimated
cost for
acquiring
Public/ Submission Expected project Estimated aluminium
Particulars of the private date of commencement contract  formwork
Tender potential projects sector tender date sum (Note 1)
HK$’000 HK$’000
T1386 Civil engineering Public December Q4 2020 180,801 12,247
project on Lantau 2018
Island involving
traditional
formwork
T1783 Building construction Private May 2020 Q4 2020 107,383 11,532
project in Tsuen
Wan involving
traditional
formwork
T1615 Building construction Private October Q2 2021 121,825 17,067
project in Cheung 2019
Sha Wan involving
tradition and
system formworks
(Note 2)
410,009 40,846

Notes:

1. The upfront cost is estimated with reference to (i) the expected project duration and contract value; (ii) the
upfront cost ranged from approximately 5% to 30% according to the Ipsos Report; and (iii) the amount of
our historical upfront cost of projects with similar size. The estimated cost for acquiring aluminium
formwork was computed based on the estimated sq.m. of aluminium to be adopted in the project and the
quotations obtained from aluminium formwork suppliers.

2. In view of our success in securing Project TMB-102 for traditional formwork works which is in the same

construction site with the same main contractor of the potential project, our Directors believe that the main

contractor will probably engage us to perform the remaining part involving traditional and system
formworks for the potential project.
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The estimated aggregate contract sum of these relatively high chances to be awarded
tenders is approximately HK$410.0 million. For further details of the above tenders, please refer
to the paragraphs below.

According to the Ipsos Report, the gross output value of the formwork works industry in
Hong Kong is expected to remain stable which will increase from approximately HK$5,711.7
million in 2020 to approximately HK$5,968.7 million in 2023, at a CAGR of approximately
1.5%, after the completion of most of the Ten Major Infrastructure Projects and the impact of
outbreak of COVID-19. In addition, number of large scale infrastructure and public construction
projects are under its tender selection process, for example, the construction works on the new
Airport Third Runway Extension Project, the superstructure of the New Air Traffic Control and
the construction of Water Supplies Department headquarters and Correctional Services
Department headquarters building in Chai Wan. Also, a certain number of public projects are
forecasted to open tender in 2020, for example, the redevelopment of Kowloon Tsai Swimming
Pool Complex, the construction of Chinese Medicine Hospital in Tseung Kwan O and the
construction of district library and residential care home for the elderly in the Joint User
Complex in Lei King Road. These projects indicate a strong need for building construction
works and formwork works over the forecast period. Our Directors consider that if we are not
able to maintain a sufficient working capital for undertaking such large-scale civil engineering
projects, our tender quotation to customers will be less competitive and reduce our business
opportunities in the future.

Our Directors consider that there are considerable amount of backlog and sufficient market
demand for our business expansion and are confident that we can achieve business growth if we
are to continue to increase our available resources. Having considered the abovementioned
market opportunities and the limitation of our current capital resources, our Directors are of the
view that in order to undertake additional and large-scale formwork works projects and to
capture business opportunities, we shall continue to expand our operation scale, acquire our
construction equipment, increase our available working capital and human resources and enhance
our competitiveness in the formwork works industry, by adopting the following implementation
plan:

(i) Further enhancing our financial position for the purpose of securing additional and
large-scale formwork works projects and expanding our capability to offer system
formwork works services

We plan to strengthen our position in the formwork works industry, sustain our
business growth and create long-term shareholders’ value by continuously seeking business
opportunities for additional and larger-scale formwork works projects in Hong Kong and
expanding our capability to offer system formwork works services:

(a) Securing additional and large-scale formwork works projects

Our Group’s capacity to take up new and sizeable projects is largely limited by
our capital resources to fund the upfront cost and expenses, such as cost of site
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workers, construction materials, subcontracting charges and other site upfront costs.
Our Directors are of the view that based on our current available financial resources
and capacity, it is not viable for our Group to undertake additional and larger-scale
formwork works projects in addition to our current commitments.

Having considered that (i) based on our previous experience in carrying out
formwork works projects and the market norm, we are required to pay in advance or
reserve a sum amounting to approximately 5% to 30% of the total contract sum to
satisfy the upfront cost and working capital requirements; (ii) in general, we can only
obtain the first payment from our customers in around the third or fourth month since
the commencement of a project and have to maintain a certain amount of funds until
our works were certified and paid by our customers; (iii) unlike other market players
mainly engaging subcontractors to conduct site works, we have a large pool of direct
labour to carry out formwork works and we are therefore required to maintain a
substantial capital resource to sustain the payments to our staff monthly instead of
having a credit period granted by the subcontractors; and (iv) we will be exposed to
greater potential of liquidity risks by undertaking larger-scale projects, we may only
respond to the tender invitations with profitability but less competitiveness or limited
project scale. The decision of responding to tender invitations was made by our
Directors after evaluating the scope of services of the proposed tender or works by
taking into account the pricing and the work schedule. If our Directors concluded that
we would not have sufficient funds and/or manpower above our readily committed
funds and manpower to complete the project in a proper manner and to a quality
standard acceptable to our Group, we may decline such business opportunities.

For FY2017, FY2018, FY2019 and FY2020, our trade receivables turnover days
(including contract assets) were approximately 74.6 days, 87.0 days, 89.2 days and
173.1 days, respectively, while our trade payables turnover days were approximately
6.0 days, 5.8 days, 5.4 days and 41.6 days, respectively. In addition, for the first
payments to be received from our customers, our trade receivables would only be
recognised once our customers certified our payment applications, which was normally
two to three months after the commencement of our on-site works. The actual time
gap between our payments to suppliers and direct labour and the receipts of payments
from customers in the beginning of a project would be longer than the difference
between our trade receivables turnover days and trade payables turnover days.
Although we had not experienced any material liquidity problem in settling our
payables in the normal course of business when they fall due during the Track Record
Period, we may expose ourselves to liquidity risks when we expand our business by
undertaking large-scale projects without additional funding support.
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Subsequent to the Track Record Period, we have identified a number of projects
with estimated contract sum of significant value to have a relatively higher chance to
be awarded tender. Among those, up to the Latest Practicable Date, we have further
secured the following project which involves traditional formwork:

Estimated

upfront cost

as a

Expected percentage of

project estimated

Project  Particulars of the Public/private  commencement Original contract sum
code secured project sector date contract sum (Note)

HK$°000 HK$000

TMB-107 Civil engineering Public March 2021 166,251 19,898
project on Lantau
Island involving
traditional
formwork

Note: The upfront cost is estimated with reference to (i) the expected project duration and contract
value; (ii) the upfront cost ranged from approximately 5% to 30% according to the Ipsos
Report; and (iii) the amount of our historical upfront cost of projects with similar size.
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We have submitted the following tenders which were still pending results

and our Directors consider that we have relatively higher chances to be awarded:

Tender

T1386

TI783

Notes:

Contract Estimated

awarded upfront

to main cost as a

contractor percentage

Expected Status of s at the of

Particulars of ~ Publie/ project our Latest Estimated ~ Estimated ~ estimated

the potential ~ private  Submission  commencement Group’s  Practicable  confract  upfront  contract

projects sector ~ date of tender date engagement  Date sum cost  sum ™"

HKS'000  HKS'000 %

Civil Public  December Q42020 Pending  Yes 180,801 12,047 0.8

engineering 2018 (Hote2)

project on
Lantau
Island
involving
traditional
formwork

Building Privae ~ May 200 Q42020 Pending ~ No 107,383 11532 10.7

construction (Note 3

project in
Tsuen Wan
involving
traditional
formwork

288,184 NI

The upfront cost is estimated with reference to (i) the expected project duration and
contract value; (ii) the upfront cost ranged from approximately 5% to 30% according to
the Ipsos Report; and (iii) the amount of our historical upfront cost of projects with
similar size.

The potential customer is confirmed to be the main contractor of the project and our
Group has been invited to attend the technical meeting to discuss on the execution
details of the project. Our Directors believe that we have a high likelihood of winning
the tender because attending technical meeting is an advanced stage before awarding a
contract.

Based on the communication between our Directors and the potential customer, the
project has not yet been awarded to the potential customer as the main contractor but
our Group has gone through several rounds of negotiation on scope of work, price with
the potential customer in relation to tender submission.
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Furthermore, our Directors believe that we have the capability and expertise to
undertake larger-scale projects with contract sums exceeding HK$300 million in the
future by having considered the fact that (i) we have prior experience in handling
projects with contract sums exceeding HK$100 million during the Track Record
Period; (ii) the skillset and services required of larger-scale projects are similar to
those required for the projects undertaken by our Group during the Track Record
Period and the difference is mainly in the scale of a project and liquidity requirement;
(iii) our Group has a good experience in project management for different kinds of
formwork works projects including both building construction projects and civil
engineering projects; and (iv) in 2019, we have been invited to tender for five projects
with the estimated contract value exceeding HK$300 million each. However, based on
the manpower and financial resources currently available to our Group, the
undertaking of a substantial number of additional and larger-scale projects by our
Group 1is infeasible. Thus, our Directors are of the view that strengthening our
financial position and manpower resources are necessary for our future development.

In view of our proven track record in the formwork works industry, we have been
invited by our customers for tendering some large-scale projects. As at the Latest
Practicable Date, we have submitted the following tenders with an estimated contract
sum exceeding HK$300 million each and still pending results:

Expected
Public/ Submission  project
Particulars of the private date of commencement Estimated
Tender  potential projects sector tender date contract sum
HK$’000
T1461 Building construction ~ Private March 2019 Q4 2020 744,580
project in Macau
involving
traditional
formwork
T1673/ Civil engineering Public December Q4 2020 353,305
T1675 project on Lantau 2019
Island involving
tradition formwork
(Note)
1,097,885

Note: the tender was submitted for the same project but different potential customers.
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As at the Latest Practicable Date, we have submitted 100 tenders with an
aggregate estimated contract sum of approximately HK$5,434.8 million which were
undergoing tendering process and still pending results (excluding four repeated tenders
with the estimated contract sum of approximately HK$353.3 million, HK$108.3
million, HK$68.5 million and HK$2.1 million, respectively, submitted for the same
projects but different potential customers).

(b) Expanding our capability to offer system formwork works services

According to the 2019-20 budget, the Government has established a total
housing supply target of 100,400 public housing units for the five-year period from
2019 to 2024 in order to meet the growing demand for public housing. The future
development of the building construction works industry is expected to be
continuously driven by the increasing supply of public housing units. In response to
the growing demand for housing and to meet the established target by Long Term
Housing Strategy, the Government has also been supporting the supply of private
housing by increasing land sales. As a result, the total number of newly-completed
private residential housing in Hong Kong increased from 8,254 units in 2013 to
13,643 units in 2019, representing a CAGR of approximately 8.7%. According to the
Land Sale Program from April 2018 to March 2019, it is estimated that private
housing land supply in the 2019-20 financial year is capable of providing
approximately 15,540 units, which will exceed the annual target for the third
consecutive year. The Government’s supportive policy, therefore, is expected to
encourage property developers to produce more private housing units in the near
future, thereby driving the construction industry in Hong Kong. The system formwork
is suitable for mass housing and high rise buildings and allows the contractors to
maintain a stable quality control, particularly when a large size project is involved.
The system formwork is therefore able to work out a method where the speed and
quality of construction are controlled automatically with a systematic approach.
According to the Ipsos Report, due to the low flexibility on change of design of the
system formwork, it is more suitable to apply to the buildings which are built up with
repeated layouts. As the residential buildings are generally formed with the repeated
structure under standard design, our Directors are of the view that the future building
construction projects in both private sector and public sector will increasingly adopt
the system formwork in order to meet the housing supply target. As at the Latest
Practicable Date, we had nine tenders with the aggregate estimated contract sum of
approximately HKS$560.6 million for residential projects, which involve the
application of system formwork, and the result of tenders were pending (excluding one
repeated tender with the estimated contract sum of approximately HK$108.3 million
submitted for the same project but different potential customers).

During the Track Record Period, we primarily provided traditional formwork
engaging the use of timber and plywood. For part of the formwork works in our three
projects during the Track Record Period, our Group has applied system formwork by
using aluminium formwork. Our Directors believe that the application of system
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formwork in such projects could facilitate our study of tendering projects involving
system formwork in the future. Our Directors believe that formwork works
subcontractors who are able to perform both traditional and system formworks can
cater for more construction projects and in turn increase business opportunities to
generate revenue. Therefore, our Group plans to secure more projects which involve
the adoption of system formwork in the future.

Traditional formwork can be adopted to different and complicated shapes easily
and only requires for a relative low purchase cost for acquiring timber and plywood.
However, in comparing the materials commonly applied in formwork works services,
system formwork using aluminium presents several advantages above traditional
formwork which applies timber and plywood owing to their reusable nature, strength
and better concrete finish, making the formation of formwork easier and safer for the
site workers. According to the Ipsos Report, the unit cost for aluminium formwork is
generally higher than that of timber and plywood, but can be reused by over 20 times
in a construction project that is much more than the timber and plywood of no more
than 10 times. Further, system formwork requires less skilled labour force for erecting
and striking formwork. Based on the data from the Census and Statistics Department,
in March 2020, the average daily wage of a system formwork worker was
approximately HK$1,665, while the average daily wage of a traditional formwork
worker was approximately HK$1,923.

Our Directors believe that in order to achieve sustainable growth and to remain
ahead of the trends in the formwork works industry, we will be required to put in
greater efforts in securing more projects that engage the use of system formwork, so
that we can accumulate more experience and skills in this respect. To secure these
projects, we intend to proactively maintain our relationships with the major
contractors in Hong Kong by submitting more tenders involving system formwork.
Unlike timber and plywood, the aluminium formwork used in system formwork will be
produced in a designed shape. We are required to make a substantial payment to the
suppliers when we place order. In general, such order will be placed after the
completion of basement level works and before the execution of the system formwork
works, i.e. in around the fourth or fifth month since the commencement of a project.
As the cost of acquiring aluminium formwork for system formwork is generally higher
than that of timber and plywood for traditional formwork, more financial resources
will be required on top of the upfront costs in order to undertake more projects which
require for adopting system formwork. Therefore, we may experience a cash outflow
in the first half year of the project with the adoption of system formwork. During the
Track Record Period, we have secured three contracts, which involve the engagement
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of system formwork, with an aggregate original contract sum of approximately
HK$76.9 million. Subsequent to the Track Record Period and up to the Latest
Practicable Date, we have further secured the following projects which involves
system formwork:

Estimated cost

Expected project for acquiring
Particulars of the Public/private commencement  Original contract aluminium
Project code  secured project sector date sum formwork ™"/
HKS$°000 HKS$'000
TMB-101 Building construction  Private July 2020 72,062 9,640
project in Yau
Tong involving
traditional and
system formworks
TMB-104 Building construction  Public August 2020 25,500 2,400
project in Hung
Hom involving
traditional and
system formworks
97,562 12,040

Note: The estimated cost for acquiring aluminium formwork was computed based on the estimated sq.m.
of aluminium to be adopted in the project and the quotations obtained from aluminium formwork
suppliers.
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As at the Latest Practicable Date, we have also submitted nine tenders, which
involve system formwork and were still pending results, with the aggregate estimated
contract value of approximately HK$560.6 million (excluding one repeated tender
with the estimated contract sum of approximately HK$108.3 million submitted for the
same project but different potential customers). Among these nine tenders, our
Directors consider that we have a relatively higher chance to secure the following

tender:
Expected Estimated cost
Public/  Submission project for acquiring
private  date commencement Estimated aluminium

Tender  Particulars of the potential project sector  of tender date  contract sum formwork ™"

HK$°000 HKS$'000

T1615  Building construction project in Private~ October 2019 Q2 2021 121,825 17,067

Cheung Sha Wan involving
tradition and system
formworks™*"

Notes:

1. The estimated cost for acquiring aluminium formwork was computed based on the estimated
sq.m. of aluminium to be adopted in the project and the quotations obtained from aluminium
formwork suppliers.

2. In view of our success in securing Project TMB-102 for traditional formwork works which is

in the same construction site with the same main contractor of the potential project, our
Directors believe that the main contractor will probably engage us to perform the remaining
part involving traditional and system formworks for the potential project.

Having considered that (i) we have secured nine project(s), with the aggregate
original contract sum of approximately HK$526.3 million, which were awarded to us
during the period between 1 April 2020 and the Latest Practicable Date; (ii) in 2019,
we have been invited to submit tenders for five potential projects with the estimated
contract sum exceeding HK$300 million each; (iii) we have a relatively higher
chances to be awarded the aforementioned three tenders (with estimated aggregate
contract sum of approximately HK$410.0 million including two tenders involving
traditional formwork with the estimated aggregate contract sum of approximately
HK$288.2 million and one tender involving traditional and system formworks with an
estimated contract sum of approximately HK$121.8 million); (iv) as at the Latest
Practicable Date, we have submitted 100 tenders with an aggregate estimated contract
sum of approximately HK$5,434.8 million which were undergoing tendering process
and still pending result (excluding four repeated tenders with the estimated contract
sum of approximately HK$353.3 million, HK$108.3 million, HK$68.5 million and
HK$2.1 million, respectively, submitted for the same projects but different potential
customers); (v) we have been evaluating tender opportunities for large-scale projects
and considered the financial requirement to maintain sufficient bank balance; (vi) the
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future cash inflow generated from our existing projects and our available financial
resources; and (vii) system formwork can bring us with the opportunities for more
construction projects by satisfying our customers’ potential needs for a comprehensive
formwork works services, our Directors are of the view that we have to enhance our
available financial resources and strengthen our liquidity position in order to satisfy
the requirement of upfront costs and working capital requirements in order to increase
our competitiveness and capability for securing and undertaking additional and
large-scale projects and to expand our capability to offer system formwork works
services.

Also, we have recorded the outstanding contract value of approximately
HK$726.0 million as at the Latest Practicable Date. In view of our business strategies
to strengthen our market positions, our Directors consider that (i) our financial
resources can only support our existing operation; and (ii) our operating cashflow
cannot satisfy our needs for fully capturing the additional projects, and it limits our
ability to tender large-scale projects; (iii) our future plan is to secure large-scale
projects which require larger up-front costs and we are lack of financial resources; and
(iv) the system formwork requires a greater initial cost for acquiring aluminium
formwork than timber and plywood. Therefore, our Directors believe that we have the
needs to raise funds for our future projects. Based on the above illustration, our
Directors estimated that approximately HK$72.8 million will be required to finance
the upfront cost of Project TMB-107 and our tendered projects with high chances to
secure (namely Tender T1386 and Tender T1783), which involve traditional formwork
and expand our capability to offer system formwork works services to Project
TMB-101, Project TMB-104 and Tender T1615, a tendered project with high chance to
secure. Having considered our available resources and bank facility, we plan to use
approximately HK$59.6 million of the net proceeds for satisfying the aforesaid
financial requirement for our expansion. In the event that we could not secure the
tendered projects listed above, we will apply the net proceeds to finance the upfront
costs of the other new projects awarded to us.

(ii) Increasing our stock of metal scaffold equipment and related parts

According to the Ipsos Report, falsework system is essential in supporting the weight
of horizontal formwork until the concrete gains sufficient strength and becomes
self-supporting. During the Track Record Period, we possessed metal scaffold equipment
and related parts that were applied towards our construction works. The possession of metal
scaffold equipment and related parts to support our formwork works services has allowed
our Group to reduce our reliance on third-party metal scaffold equipment rental suppliers
and to shield our Group from shortage of supply and fluctuating expenses. The continued
development of our metal scaffold equipment and related parts will further strengthen our
competitiveness in the tendering process as the use of our own metal scaffold equipment
and related parts allows us to enhance the profitability of our projects and/or to quote more
competitive than our competitors.
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Therefore, in line with our past strategy, in order to cope with our future expansion
and business development by undertaking additional, especially sizeable projects
simultaneously, we intend to use approximately HK$21.2 million of the net proceeds for the
acquisition of additional metal scaffold equipment and related parts. For FY2017, FY2018,
FY2019 and FY2020, we incurred expenses for rental of metal scaffold equipment and
related parts of approximately HK$8.5 million, HK$7.7 million, HK$5.7 million and
HK$5.2 million, respectively, while we invested approximately HK$4.7 million, HK$10.1
million, HK$1.2 million and nil in acquiring metal scaffold equipment and related parts for
the corresponding periods, respectively. As at 31 March 2020, we had metal scaffold
equipment and related parts with the carrying amount of approximately HK$5.2 million.
Our Directors consider that such investment can reduce our reliance on the metal scaffold
equipment rental suppliers and thus allow us to maintain our rental expenses with a
decreasing trend during the Track Record Period. However, the utilisation rate of our metal
scaffold equipment (excluding renting to independent third parties) had reached
approximately 93.0%, 95.5%, 87.3% and 85.9% for FY2017, FY2018, FY2019 and
FY2020, respectively.

Our Directors consider that although the completion of certain projects can free up the
existing equipment, due to the fact that we have arranged sufficient amount of our own
metal scaffold equipment to construction site or engaged external rental suppliers to supply
the equipment for project execution in the project planning stage, the free-up equipment
cannot be assigned to other on-going projects immediately and will become idle until our
Group commences new site works. In order to avoid the mix-up of the equipment from
suppliers and us, we will engage either our own equipment or external rental supplier’s
equipment in a single project.

In view that even we have invested approximately HK$10.1 million to acquire metal
scaffold equipment in FY2018, the utilisation rate stayed at a relatively high level during
the Track Record Period. Based on our Directors’ experiences and having considered the
useful life of four years, as all of our metal scaffold equipment was acquired in FY2018 or
before and is expected to be fully depreciated before the year ending 31 March 2022, our
Group will require a significant capital to replace such metal scaffold equipment and
related parts which we plan to use our internal resources to finance the replacement. Going
forward, in light of the planned expansion of our scale of operation, our Directors expect
that the needs for metal scaffold equipment and related parts will increase accordingly and
it is necessary to acquire additional metal scaffold equipment and related parts to (i)
minimise our exposure to rental price fluctuation which is subject to the availability of
stock and number of on-going projects in the market at the material time; and (ii) maintain
the profitability of our projects by using our own metal scaffold equipment and related
parts. In assessing the option of acquiring or renting metal scaffold equipment and related
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parts, we

have compared the total costs (i.e. depreciation and maintenance costs) and the

total rental costs of different types of components for forming metal scaffold equipment

over the estimated useful life of four years according to the accounting policies, as follows:

Approximate annual

expenses for renting the Approximate annual cost

metal scaffold equipment Approximate annual saving from the

and related parts from expenses following the acquisition during the

Component third parties " " acquisition V¥ expected useful life "

HKS$'000 HKS$000 HKS$'000

Frame and ledger 7,614 6,051 1,563

Base standard 360 810 159 651

U head jack 810 299 511

Based jack 810 271 533

Total 10,044 6,786 3,258
Notes:

Due
formwork

The estimated annual rental costs were computed based on the recent quotation obtained from
leasing company and the number of units we plan to acquire (which is estimated and taken into
account, including but not limited to, the average units rented by us in the Track Record Period and
number of on-going and potential projects).

The estimated annual expense comprised of (i) depreciation expenses of approximately HK$6.6
million and (ii) maintenance costs of approximately HK$209,000. The estimated acquisition costs
were computed based on the recent quotation obtained from metal scaffold equipment seller and the
number of units we plan to acquire. By applying the straight-line method over the expected useful
life of four years, the annual depreciation expenses of the metal scaffold equipment that we plan to
acquire would be approximately HK$6.6 million. The estimated annual maintenance costs of
approximately HK$209,000 are computed by multiplying the average unit maintenance cost of the
Track Record Period, which is calculated by dividing the maintenance costs for each of the financial
years by the number of units of metal scaffolds held by our Group at each year end, by the number
of units we plan to acquire.

Having considered that (i) we expect to allocate the additional metal scaffolds to the construction
sites of our on-going and potential projects; and (ii) based on our Directors’ best estimation, our
warehouse and storage area located at Lot No. 1195 in D.D. 119 has enough space for storage of the
additional metal scaffolds, no storage expense will be taken into account for the assessment of cost
saving.

to the limited number of metal scaffold equipment rental suppliers in the
works industry, the rental price may fluctuate significantly subject to the

availability of stock and number of on-going projects in the market at the material time. In

order to reduce our reliance on such suppliers and exposure to fluctuating rental costs, our

Group invested in our own metal scaffold equipment which would be stored in our

warehouse and storage area located at Lot No. 1195 in D.D.119 and construction sites of

respective

on-going projects. During FY2019 and FY2020, we received rental income from
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lease of metal scaffold equipment and related parts, amounting to approximately HK$1.0
million and HK$0.2 million, respectively. In view of the completion of certain sizable
projects resulting in the temporary idling of our metal scaffold equipment and related
equipment, our Directors decided to rent our metal scaffold equipment and related
equipment to an independent third party to recover our maintenance costs and rental costs
of metal scaffold equipment that was still engaged in on-going projects. Our Directors
consider that (i) the lease of metal scaffold equipment and related parts is not the principal
business of our Group; and (ii) our Group will require an increased stock of metal scaffold
equipment and related equipment to support our expansion plan while shielding our Group
from unexpected or fluctuating rental costs.

Due to the relatively higher expenses for rental the metal scaffold equipment than
acquisition of the same, our Directors consider that the gross profit margin of a project will
be largely affected by the expenses of rental of metal scaffold equipment and related parts.
Therefore, our Directors consider that rental of metal scaffold equipment and related parts
are not in the best interest of our Group from the perspective of financial performance of
our Group. Notwithstanding the maintenance of metal scaffold equipment and related parts,
we continue to rely on rental of metal scaffold equipment and related parts, the availability
and pricing for which is unpredictable. Our Directors consider that increasing of the stock
of our metal scaffold equipment and related parts will enhance the efficiency and
effectiveness in completing our projects in a proper manner, and will greatly reduce our
reliance on rental of metal scaffold equipment and related parts.

(iii) Further strengthening our manpower to cope with our business development

Our Group has formed an experienced project management team for ensuring the
projects to be done in a proper manner and to a quality standard acceptable to our
customers and hence contributing to the stability of our Group among the formwork works
industry. To maintain the quality of our work done, we are required to sustain a certain
number of project management team members to oversee and supervise the works done by
our site workers. As at the Latest Practicable Date, our project management team consisted
of 15 members. On the basis that (i) based on the internal record of our Group, most of our
project management team members had an increasing workload in terms of number of the
projects and project scale under their care during the Track Record Period; and (ii) our
project management team members were generally required to work on several projects
simultaneously, if we were to undertake several sizeable projects at the same time only
with our existing manpower, the work capacity of our project management team would be
exhausted and accordingly they might not be able to properly supervise and manage the
projects undertaken by us. During the Track Record Period, the number of projects
contributed revenue to us increased from 20 in FY2017 to 37 in FY2020, while the staff
number of our project management team decreased from 15 members as at 31 March 2017
to 13 members as at 31 March 2019 and 31 March 2020. Our Directors believe that the
resignations of our project management team members were owing to the heavy workload
experienced by the respective employees. Our Directors consider that we have to expand

- 130 -



BUSINESS

the size of project management team to satisfy the requirement of human resources for
either large-scale projects or addition projects.

For sizeable projects, it is our general practice to form a project management team
consisting a certain number of experienced personnel for monitoring and on-site
supervision of project execution. Based on the information currently available to our
Group, our Directors consider that it is necessary to expand our existing project
management team to satisfy the execution and supervision for large-scale projects. In order
to cope with the increasing demand of the formwork works market and to enable our Group
to undertake the potential large-scale projects in addition to our present scale of operations
in the future, expanding our existing project management team and recruiting relevant
experienced personnel is essential. To enhance our use of system formwork in the potenti