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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the potential risks of investing in such
companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than
securities traded on the Main Board and no assurance is given that there will be a liquid
market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the
internet website operated by the Stock Exchange. Listed companies are not generally
required to issue paid announcements in gazetted newspaper. Accordingly, prospective
investors should note that they need to have access to the HKEx website at
www.hkexnews.hk in order to obtain up-to-date information on GEM listed issuers.




EXPECTED TIMETABLE NOTE D

If there is any change in the following expected timetable, we will issue an announcement
on the respective website of our Company at www.wbgroupfw.com.hk and the Stock Exchange at
www.hkexnews.hk.

2017

Public Offer commences and WHITE and YELLOW
Application Forms be available from. . . . ...... ... ... ... ... ... .. ... 9:00 a.m. on
Wednesday, 14 June 2017

Application lists of the Public Offer open ™°' 2 . . ... ... .. ... .... 11:45 a.m. on
Monday, 19 June 2017

Latest time for lodging WHITE and YELLOW Application Forms . . . . ... ... .. 12:00 noon on
Monday, 19 June 2017

Latest time for giving electronic application instructions to
HKSCC M0 12:00 noon on
Monday, 19 June 2017

Application lists of the Public Offer close ™° 2 . . ... .. ... . ... ...... 12:00 noon on
Monday, 19 June 2017
Expected Price Determination Date on or before ™o . . . .. Tuesday, 20 June 2017

Announcement of the final Offer Price, the level of applications
in the Public Offer, the basis of allotment and results of
applications in the Public Offer to be published in our Company’s
website at www.wbgroupfw.com.hk and the website of the
Stock Exchange at www.hkexnews.hk on or before. . ... .......... Monday, 26 June 2017

Announcement of results of allocations under the Public Offer
(with successful applicant’s identification document numbers,
where appropriate) to be available through a variety of channels
including our Company’s website at www.wbgroupfw.com.hk
and the website of the Stock Exchange at www.hkexnews.hk
(for further details, please see the section headed “How to
Apply for the Offer Shares — 10. Publication of results” in
this prospectus) on or before . . .. ....... ... .. ... .. ... Monday, 26 June 2017

Results of allocation in the Public Offer will be available at

www.tricor.com.hk/ipo/result with a “search by ID”
function from. . . . . . . . .. e Monday, 26 June 2017

— 11 —



EXPECTED TIMETABLE NOTE D

Despatch/collection of Share certificates or deposit of the
Share certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Public Offer

on or before Notes 3 10 8. 100 = Monday, 26 June 2017

Despatch of refund cheques in respect of wholly or
partially successful applications (if applicable) or
wholly or partially unsuccessful applications pursuant to

the Public Offer on or before Nows S 09 L. Monday, 26 June 2017

Dealings in the Shares on the Stock Exchange expected to

commence at 9:00 am. on. .. ... ... Tuesday, 27 June 2017

Notes:

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

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Monday, 19 June 2017, the application lists will not open
on that day. For further details, please see the section headed “How to apply for the Offer Shares — 9. Effect of bad
weather on the opening of the application lists”” of this prospectus.

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

The Price Determination Date is expected to be on or before Tuesday, 20 June 2017. If, for any reason, the Offer
Price is not agreed on or before Tuesday, 20 June 2017 between our Company and the Joint Lead Managers (for
themselves and on behalf of the Underwriters), the Public Offer will not proceed and will lapse accordingly.

Share certificates for the Offer Shares are expected to be issued on or before Monday, 26 June 2017 but will only
become valid certificates of title at 8:00 a.m. on Tuesday, 27 June 2017 provided that (a) the Public Offer has
become unconditional in all respects; and (b) the Public Offer Underwriting Agreement has not been terminated in
accordance with its terms.

Applicants for 1,000,000 Offer Shares or more on WHITE Application Form(s) may collect their refund cheques
(where relevant) and/or Share certificates (where relevant) personally from our Hong Kong Branch Share Registrar
from 9:00 a.m. to 1:00 p.m. on Monday, 26 June 2017 or any other day as announced by us as the date of despatch
of Share certificates/refund cheques.

Individuals who are eligible for personal collection must not authorise any other person(s) to make collection on
their behalf. Corporate applicants which are eligible for personal collection must attend by their authorised
representative(s) bearing a letter of authorisation from such corporation(s) 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.

Applicants for 1,000,000 Offer Shares or more on YELLOW Application Forms may collect their refund cheques, if
any, in person but may not collect their Share certificates personally which will be deposited into CCASS for the
credit of their designated CCASS Participants’ stock accounts or CCASS Investor Participants’ stock accounts, as
appropriated. The procedures for collection of refund cheques for YELLOW Application Form applicants are the
same as those for WHITE Application Form applicants.

— iii —



EXPECTED TIMETABLE NOTE D

Uncollected Share certificates and refund cheques (if any) will be despatched by ordinary post at the applicant’s
own risk to the address specified in the relevant Application Form. For further information, applicants should refer
to the section headed “How to apply for the Offer Shares — 13. Despatch/collection of share certificates and refund
monies” of this prospectus.

Refund cheques will be despatched in respect of wholly or partially unsuccessful applications and in respect of
successful applications if the final Offer Price is less than the maximum Offer Price of HK$0.24 per Offer Share.

Share certificates will only become valid certificates of title provided that the Public Offer has become
unconditional in all respects and the Public Offer Underwriting Agreement has not been terminated in accordance
with its terms. Investors who trade Shares on the basis of publicly available allocation details prior to the receipt of
their Share certificates or prior to the Share certificates becoming valid certificates of title do so entirely at their
own risk.

For further details of the structure and conditions of the Public Offer, you should refer to the section headed

“Structure and conditions of the Public Offer” in this prospectus.
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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 the whole prospectus before you decide to invest in the
Offer Shares. There are risks associated with any investment. Some of the particular risks
in investing in the Offer Shares are set out in the section headed “Risk Factors” of this
prospectus which you should read carefully before you decide to invest in the Offer
Shares.

OVERVIEW

We are a substructure subcontractor in Hong Kong capable of (i) foundation and site
formation works; and (ii) other geotechnical engineering works such as slope works and other
minor geotechnical works such as shotcreting.

We serve different customers which are primarily main contractors or subcontractors of
various types of property development or civil engineering projects in Hong Kong. We, as
subcontractor and sub-subcontractor, secure our projects from main contractors or other
subcontractors, respectively. During the Track Record Period and up to the Latest Practicable
Date, we have completed 24 projects. As at the Latest Practicable Date, we had 12 projects on
hand (including projects in progress and projects which are yet to commence). For each of the
three years ended 31 December 2014, 2015 and 2016, we derived revenue of approximately
HK$53.8 million, HK$75.3 million and HK$131.8 million, respectively. Our Directors estimate
that the total revenue to be recognised subsequent to the Track Record Period from the projects
completed and projects on hand would be approximately HK$184.4 million.

We have a primary focus in private sector construction works projects which have
contributed over 98% of our total revenue recognised during the Track Record Period. For details
of our projects, please refer to the paragraph headed “Business — Projects of our Group” in this
prospectus.



SUMMARY

OUR PROJECT BACKLOG

Set out below is the table showing the number of our projects completed and awarded to us
and the respective aggregate contract sum during the Track Record Period and up to the Latest
Practicable Date:

Number of Contract
contracts sum
(Note)
HK$’000
As at 1 January 2014
Contracts on hand 5 64,845
During the year ended 31 December 2014
New contracts awarded 8 92,552
Contracts completed 7 48,599
As at 31 December 2014
Contracts on hand 6 108,798
During the year ended 31 December 2015
New contracts awarded 8 124,647
Contracts completed 8 67,678
As at 31 December 2015
Contracts on hand 6 165,767
During the year ended 31 December 2016
New contracts awarded 11 141,667
Contracts completed 4 43,146
As at 31 December 2016
Contracts on hand 13 264,288
From 1 January 2017 up to the Latest Practicable Date
New contracts awarded 4 52,420
Contracts completed 5 135,457
As at Latest Practicable Date
Contracts on hand 12 181,251

Note: The total contract amount equals the initial contract sum and the amount derived from subsequent variation

order(s) from the relevant project, if any, as agreed between our Group and the customer.



SUMMARY

As at the Latest Practicable Date, the aggregate contract sum of our Group’s projects on
hand amounted to approximately HK$181.3 million. Based only on our projects completed and
contracts on hand, we expect to recognise revenue of approximately HK$143.4 million for the
year ending 31 December 2017.

OUR CUSTOMERS

Our customers are principally main contractors and subcontractors of construction projects.
For each of the three years ended 31 December 2014, 2015 and 2016, 95.7%, 99.6% and 100% of
our revenue were derived from construction projects in private sector. We, as a subcontractor,
send our quotations to our customers or potential customers and the terms with our customers
were arrived based on arm’s length negotiations. The following table sets out the number of
quotations submitted, number of quotations accepted and our success rate during the Track
Record Period and up to the Latest Practicable Date:

From

1 January

2017 up to

For the year ended the Latest

31 December Practicable

2014 2015 2016 Date

Number of quotations submitted 49 42 60 24
Number of quotations accepted 9 6 10 4
Success rate 18.4% 14.3% 16.7% 16.7%

Our quotation success rate decreased during the Track Record Period given that our capacity
has already been engaged by our projects on hand. Under such circumstances we normally
factored in slightly higher profit margin to cover the cost for the needs of putting in additional
resources, such as project management staff and subcontracting arrangements, which may have
decreased the attractiveness of our quotations.

CUSTOMER CONCENTRATION

For each of the three years ended 31 December 2014, 2015 and 2016, the percentage of our
total revenue attributable to our five largest customers in aggregate amounted to 100%,
approximately 99.4% and 100%, respectively. In particular, the percentage of our total revenue
attributable to our largest customer, Fong On, amounted to approximately 86.2%, 45.1% and
44.9% respectively for the same periods. Our Directors consider that our Group’s business model
is sustainable despite such customer concentration having regard to, among other factors, we are
able to undertake foundation and site formation projects with different customers to reduce the
level of customer concentration, and we will continue to diversify our customer base. Our
Directors believe that the extent of customer concentration is likely to decrease in the future. For
further information, please refer to the section headed ‘“Business — Sales, marketing and
customers — Customer concentration” in this prospectus.
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OUR SUPPLIERS

Our suppliers primarily supply us with construction materials and/or services which
primarily include machinery rental and machinery repair and maintenance. For details of our
suppliers, please refer to the paragraph headed “Business — Our suppliers” in this prospectus.

During the Track Record Period, we had contra charge arrangement with some of our
customers. In this context, we regard such customers as our suppliers as well. For details of the
contra charge arrangement, please refer to the paragraph headed “Business — Sales, marketing and
customers — who were also our suppliers/subcontractors — 1. Contra charge arrangement with our
customers” in this prospectus.

OUR SUBCONTRACTORS

We subcontract certain components of works to our subcontractors, such as trial pit works,
ELS works and piling works, depending on our capability and resources level.

During the Track Record Period, the total subcontracting charges recognised in our
combined statements of profit and loss and other comprehensive income amounted to
approximately HK$28.8 million, HK$26.5 million and HK$43.1 million, representing 70.0%,
48.8% and 40.2% of our total cost of sales for each of the three years ended 31 December 2014,
2015 and 2016, respectively.

Our top five subcontractors accounted for approximately HK$24.0 million, HK$22.9 million
and HK$33.1 million of subcontracting charges including those incurred but not yet recognised in
the profit or loss due to the timing difference between when costs are incurred and when works
are completed and certified, or 58.2%, 42.2% and 30.9% of our total cost of sales for each of the
three years ended 31 December 2014, 2015 and 2016, respectively. Our largest subcontractor
accounted for approximately HK$10.0 million, HK$7.9 million and HK$17.0 million of
subcontracting charges including those incurred but not yet recognised in the profit or loss due to
the timing difference as mentioned above, or 24.2%, 14.6% and 15.8% of our total cost of sales
for each of the three years ended 31 December 2014, 2015 and 2016, respectively.

Our Group plans to enhance our own operating capacity by expanding our manpower and
machinery fleet to enable us to place less reliance on our subcontractors. Based on our Group’s
past records and experience, our Directors are of the view that undertaking projects with our own
operating capacity rather than by subcontractors substantially would enable us to exercise better
cost, quality and safety control over the projects, which in turn would improve our financial and
operational performance.

Subcontractor with a dual role as our customer on other projects

Ming Lee Foundation, one of our top five customers, had also been our subcontractor during
the Track Record Period. For details, please refer to the paragraph headed ‘“Sale, marketing and
customers — Customers who were also our suppliers/subcontractors — 2. Ming Lee Foundation and
its affiliated entity” in this prospectus.
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UTILISATION RATE OF OUR MAJOR TYPES OF MACHINERY

The following table sets forth the utilisation rate of our major types of machinery during the
Track Record Period up to the Latest Practicable Date:

From
1 January
For the year ended 2017 to the
31 December Latest
Practicable
2014 2015 2016 Date
Utilisation rate
Pile drivers 71.8% 75.0% 90.3% 91.6%
Drilling rigs 58.3% 81.6% 92.2% 91.7%
Air compressors 58.3% 82.0% 92.8% 92.1%
Excavators N/AMete D84 39 93.1% 93.3%
Others (Not¢ 2 56.4% 82.1% 92.7% 92.3%
Note:
1. We did not own any excavator during the year ended 31 December 2014.
2. Others mainly include generators, grout pumps and grout mixers.

COMPETITIVE STRENGTHS
Our Directors believe that our success is attributable to our competitive strengths as follows:
. we have an experienced and dedicated management team,;

. we are an established geotechnical engineering works subcontractor in Hong Kong
with stable relationship with our major customers, suppliers and subcontractors; and

. we are flexible and capable of providing recommendations for our projects.
BUSINESS STRATEGIES
. Acquisition of additional machinery

. Expanding our manpower by recruiting additional experienced and skilled operations

staff and workers
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RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We believe the more significant risks relating to our business are
as follows:

. a significant portion of our revenue was generated from contracts which were not
recurrent in nature and were awarded by a few customers, and there is no guarantee
that our customers will provide us with new businesses;

. as we from time to time engage subcontractors in our works, we may bear
responsibilities for any non-performance, delayed performance, sub-standard
performance or non-compliance of our subcontractors; and

. there may be discrepancies between the ground investigation findings and the actual
geological conditions of the site which may cause our Group to incur additional cost or
result in potential claims which are not insured and adversely affect our profitability as
our contracts are usually fixed sum without price adjustment mechanism.

A detailed discussion of the risk factors is set forth in the section headed ““Risk Factors™ in
this prospectus, and investors should read the entire section before deciding to invest in the Offer
Shares.

FATAL ACCIDENT

In August 2015, two site workers employed by our subcontractor were assigned to conduct
dismantling works at a metal working platform at a height of approximately 15 metres at the site.
Whilst they were performing dismantling works on the platform, they fell down together with the
platform, resulting in death of one of the site workers and rib and pelvis injury of the other.

As a result, our Group was convicted of four criminal offences under the Factories and
Industrial Undertakings Ordinance and the Buildings Ordinance with penalties imposed amounted
to HK$50,000 in aggregate. As at the Latest Practicable Date, we had duly paid the penalties.
Subsequent to the fatal accident and the conviction of criminal offences, the management
committee of the CIC has decided to temporarily suspend Workbase Engineering’s registration as
a registered subcontractor under the trade specialty of general civil works in the Subcontractors
Registration Scheme for three months effective from 1 April 2017.

Having considered that (i) none of our projects on hand falls into public sector general civil
works, which requires to have such registration as at the Latest Practicable Date; (ii) we do not
have any short term plan to submit any quotations for public sector works; (iii) over 98% of our
Group’s revenue during the Track Record Period was derived from private sector; and (iv) the
Temporary Suspension will be lifted unconditionally upon the expiry of the Suspension Period,
our Directors are of the view that the Temporary Suspension has no material impact on our
Group’s business, financial position, operating results and prospects going forward.

For details of the accident and the enhanced safety measures, please refer to the paragraph
headed “Business — Non-Compliance” in this prospectus.
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LITIGATION AND POTENTIAL CLAIMS

During the Track Record Period and up to the Latest Practicable Date, there had been (i)
eight employees’ compensation claims submitted to the Labour Department and (ii) one
employees’ compensation claim for which legal proceedings had commenced against our Group.
Four of the eight employees’ compensation claims were fully settled while the remaining four
outstanding employee’s compensation claims (including the one employees’ compensation claim
for which legal proceedings had commenced against our Group) are still ongoing. These accidents
were caused during the usual and ordinary business of our Group and did not cause material
disruption to our Group’s business.

Although our Group has been involved in four outstanding employees’ compensation claims
and may be subject to potential claims, our Directors are of the view that the outstanding and
potential claims against the Group will not have a material adverse impact on the operation or
financial position or business of our Group. For details of the outstanding and potential claims
against our Group, please refer to the paragraph headed “Business — Litigation and potential
claims” in this prospectus.

Please refer to the paragraph headed “Business — Litigation and potential claims” in this
prospectus for further details.

NON-COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we were convicted of
four criminal offences under the Factories and Industrial Undertakings Ordinance and the
Buildings Ordinance in connection with the fatal accident happened in August 2015 to which
Workbase Engineering’s registration as a registered subcontractor under the trade specialty of
general civil works in the Subcontractors Registration Scheme was temporarily suspended for
three months effective from 1 April 2017. For details, please refer to the paragraph headed
“Business — Non-Compliance” in this prospectus.

MR. LAU’S ASSISTANCE TO THE ICAC’S INVESTIGATION

Mr. Lau had assisted the ICAC in the investigation in around July 2006. After the
Assistance, Mr. Lau was not invited by the ICAC for other interviews or investigations and Mr.
Lau was not charged by the ICAC. For details, please refer to the paragraph headed “Business —
Internal controls — Mr. Lau’s assistance to the ICAC’s investigation” and the section headed
“Directors, Senior Management and Employees™ in this prospectus.

SUMMARY OF FINANCIAL INFORMATION

The following tables summarise the combined financial information of our Group during the
Track Record Period. The summary financial data should be read in conjunction with the
combined financial information in the Accountants’ Report set out in Appendix I to this
prospectus.
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Revenue

Cost

The following table sets forth the breakdown of our revenue by contract size during the
Track Record Period:

Contract size

HK$10 million or above

HKS$5 million to HK$10 million
HKS$1 million to HK$5 million
Below HK$1 million

Total

of sales

For the year ended 31 December

2014 2015 2016
Number of Number of Number of
projects HK$°000 projects HKS$°000 projects HKS$°000
5 49,602 8 67,383 7 127,642
- - 1 6,543 - -
3 3,412 1 356 2 3,881
2 771 5 1,038 1 290
10 53,785 15 75,320 10 131,813

The following table sets forth our Group’s cost structure during the Track Record Period:

Cost of sales

Costs of construction materials

Staff costs

Subcontracting charges

Depreciation charges

Machinery and equipment leasing expense
Repair and maintenance

Others

Total

For the year ended 31 December

2014 2015 2016
HK$°000 % HK$°000 % HKS$°000 %
3,354 8.1 5,770 10.6 19,384 18.1
3,185 1.1 9,763 18.0 28,201 26.3
28,819 70.0 26,509 48.8 43,057 40.2
1,567 38 3,511 6.5 3,226 3.0
740 1.8 2,342 4.3 6,159 5.1
170 0.4 648 1.2 718 0.7
3,354 8.2 5,779 10.6 6,411 6.0
41,189 100.0 54,322 100.0 107,216 100.0

The increase in our cost of sales was in line with the increase in revenue during the Track

Record Period. In particular, for the year ended 31 December 2016, (i) the revenue recognised

from our foundation and site formation works increased and hence the corresponding value of

works subcontracted, constructions materials costs and machinery rental fees increased; and (ii)

the increase in our staff costs as a result of an increase in number of working hours on site to

cope with our business growth.



SUMMARY

Gross profit margin and net profit margin

The following table sets forth a breakdown of our gross profit margin and net profit margin
by type of service during the Track Record Period:

For the year ended 31 December

2014 2015 2016
% % %

Gross profit margin
Foundation and site formation works 23.3 27.8 18.6
Other geotechnical engineering works 26.4 32.5 26.5
Overall 23.4 27.9 18.7

For the year ended 31 December

2014 2015 2016
% % %

Net profit margin
Foundation and site formation works 14.4 15.2 5.7
Other geotechnical engineering works 17.6 19.8 13.6
Overall (Note) 14.6 15.2 5.7

Note: Excluding the listing expenses recognised in the profit or loss, the adjusted net profit margin for the year
ended 31 December 2015 and 2016 would have been approximately 18.2% and 9.3%, respectively.

The decrease in net profit margin was generally in line with the fluctuation of our gross
profit margin and was also attributable to the general upward trend of our administrative and
other operating expenses.

HIGHLIGHTS OF COMBINED STATEMENTS OF PROFIT AND LOSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December

2014 2015 2016
HK$000 HK$’°000 HKS$°000
Revenue 53,785 75,320 131,813
Gross profit 12,596 20,998 24,597
Profit and total comprehensive income
for the year attributable to owners
of the Company 7,857 11,456 7,547



SUMMARY

HIGHLIGHTS OF COMBINED STATEMENTS OF FINANCIAL POSITION

As at 31 As at 31 As at 31
December December December
2014 2015 2016
HKS$°000 HKS$°000 HK$°000

Non-current assets 6,097 11,155 9,049
Current assets 25,207 41,829 56,807
Current liabilities 17,396 25,340 32,193
Net current assets 7,811 16,489 24,614
Net assets 13,262 24,718 32,265

HIGHLIGHTS OF COMBINED STATEMENTS OF CASH FLOWS

For the year ended 31 December
2014 2015 2016
HKS$°000 HKS$°000 HK$’000

Operating profit before working
capital changes 11,831 18,187 14,073

Net cash generated from/(used in)
operating activities 4,055 14,768 (5,658)

Net cash used in investing activities (3,357) (3,772) (5,848)

Net cash (used in)/generated from financing
activities (537 561 3,950

Net increase/(decrease)

in cash and cash equivalents 161 11,557 (7,556)
Cash and cash equivalents
at the beginning of year 1,359 1,520 13,077

Cash and cash equivalents
at the end of year 1,520 13,077 5,521
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Our Group recorded net operating cash outflow of approximately HK$5.7 million for the
year ended 31 December 2016 primarily due to the increase in trade and other receivables of
approximately HK$14.4 million mainly arising from the substantial value of construction works
completed near the year end of 2016. All of our trade receivables as at 31 December 2016 were
aged 30 days or less from the date of payment certificates issued by our customers, which were
within the credit period granted to our customers. As at the Latest Practicable Date, all of our
trade receivables as at 31 December 2016 had been settled. For details of our cash flows, please
refer to the section headed ‘“Financial Information — Liquidity and Capital Resources — Cash
flows™ in this prospectus.

SUMMARY OF FINANCIAL RATIOS

Year ended or as at 31 December

2014 2015 2016
Profitability ratios
Return on total assets 25.1% 21.6% 11.5%
Return on equity 59.2% 46.3% 23.4%
Liquidity ratios
Current ratio 1.4 times 1.7 times 1.8 times
Quick ratio 1.4 times 1.7 times 1.8 times
Capital adequacy ratios
Gearing ratio (Note) 29.6% 44.8% 48.7%
Interest coverage 22.1 times 34.9 times 22.5 times

Note: Gearing ratio is calculated based on the total debt at the end of the period divided by total equity at the end
of the respective period. Total debt represents bank and other borrowings, and amounts due to related parties

not incurred in the ordinary course of business.

SHAREHOLDERS INFORMATION

Immediately following completion of the Public Offer, Mr. Lau and Brightly Ahead (an
investment holding company owned as to 99.9% and 0.1% by Mr. Lau and Ms. Yuen,
respectively, which has not commenced any substantive business activities as at the Latest
Practicable Date) will control 75% of our Company’s issued share capital. For the purpose of the
GEM Listing Rules, Mr. Lau, Ms. Yuen and Brightly Ahead are the Controlling Shareholders. For
details, please refer to the section headed “Relationship with our Controlling Shareholders” in
this prospectus.
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DIVIDEND AND DISTRIBUTABLE RESERVE

Our Group did not distribute any dividends during the Track Record Period. On 1 June
2017, members of our Group declared a dividend to their then shareholders in an amount of
HK$9.0 million of which approximately HK$8.4 million was set off against the net amount due
from director and approximately HK$0.6 million to be settled by cash by internal resources before
Listing. Our Directors consider that there has not been any material adverse impact on our
Group’s financial and liquidity position arising out of the dividend payment as our Group
continues to maintain net current assets and net assets positions after such payment.

We do not have a fixed dividend policy and our Company does not have any predetermined
dividend payout ratio. The payment and the amount of any future dividends will be at the
discretion of our Directors and will depend on the future operations and earnings, capital
requirements and surplus, general financial condition and other factors that our Directors deem
relevant. Investors should note that historical dividend distributions are not indicative of our
Company’s future dividend distribution policy. Our Company did not have any distributable
reserve available for distribution to our Shareholders as at 31 December 2016.

RECENT DEVELOPMENTS

Following the Track Record Period, we have been continuously approached by customers
for submitting quotations for new projects. After the Track Record Period and up to the Latest
Practicable Date, we responded to and submitted 24 quotations where our proposed contract value
ranged from HK$180,000 to HK$284.4 million, and we have secured four new contracts with a
contract sum of approximately HK$52.4 million. As at the Latest Practicable Date, we had 12
projects on hand (including contracts in progress as well as contracts that were awarded to us but
not yet commenced). The aggregate contract sum of all contracts on hand is approximately
HK$181.3 million of which approximately HK$10.7 million of revenue has been recognised
during the Track Record Period. Based only on our projects completed and contracts on hand, we
expect to recognise revenue of approximately HK$143.4 million for the year ending 31 December
2017. Please refer to the paragraph headed “Business — Projects of our Group” for further details.
As at the Latest Practicable Date, all existing projects have continued to contribute revenue to our
Group and none of them have had any material interruption. However, as our customers may
amend the specifications and scope of works originally contracted, and there may be variation to
designs which may result in delays in works undertaken and project completion, the amount of
revenue expected to be recognised is therefore subject to change in accordance with the actual
progress, scope of works performed, and commencement and completion dates of our projects.
During the Track Record Period, our Group has experienced delays in project completion due to
change in design by employers of our customers, please refer to the section headed “Risk Factors
— Risk relating to our business — Our Group determines the project price based on the estimated
time and costs to be involved, and the actual time and costs incurred may exceed our estimations
due to unexpected circumstances, thereby affect our operations and financial results” in this
prospectus for details. Nevertheless, having considered (i) the outlook of Hong Kong’s
construction industry remains positive and the weight of subcontractors in the overall
construction work is expected to continual grow as stated in the Ipsos Report; and (ii) the
increasing number of quotations submitted by our Group and accepted by our customers up to the
Latest Practicable Date, in this regard, our Directors have been cautiously optimistic in preparing
our quotations with an aim to expand our business.
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The management committee of the CIC has decided to temporarily suspend Workbase
Engineering’s registration as a registered subcontractor under the trade specialty of general civil
works (which include earthwork, roadworks, road drainage and sewer, geotechnical works, marine
works and ground investigation) in the Subcontractors Registration Scheme for three months
effective from 1 April 2017 with regards to our convictions of the fatal accident. Upon enquiry
with the CIC, we were confirmed that the Temporary Suspension will be lifted unconditionally
upon the expiry of the Suspension Period and no further actions will be taken by the CIC in
relation to the fatal accident. As at the Latest Practicable Date, none of our projects on hand falls
into public sector general civil works, which require the possession of the suspended registration,
and we do not have any short term plan to submit any quotations for public sector works. As
advised by our Legal Counsel, the Temporary Suspension does not affect our ongoing projects
and our Group is equipped with all necessary licences, permits, consents and approval for our
business. Our Directors, having considered our Legal Counsel’s opinion, are of the view that the
aforesaid Temporary Suspension has no material impact on our Group’s business, financial
position, operating results and prospects going forward. For details, please refer to the paragraph
headed “Business — Non-compliance™ in this prospectus.

On 1 June 2017, members of our Group declared a dividend in an amount of approximately
HK$9.0 million. Save as disclosed above, our Directors confirm that there have not been any
material adverse changes on our financial and trading position and our prospect after the Track
Record Period and up to the date of this prospectus, other than the impact of listing expenses, and
the expected increase in depreciation expenses and staff cost from implementing our Group’s
business strategies by the proceeds from the Public Offer. For details of our business strategies
and use of proceeds, please refer to the paragraphs headed “Business — Business Strategies” and
“Business Objectives and Future Plans — Use of proceeds™ respectively.

SUFFICIENCY OF WORKING CAPITAL

Upon Listing, our sources of funds will be a combination of internally generated funds,
available banking facilities and the net proceeds from the Public Offer.

Our Directors consider that the collection of trade receivables subsequent to the Track
Record Period has been satisfactory. All of our trade receivables as at 31 December 2016 were
subsequently settled up to the Latest Practicable Date. Besides, approximately 93.7% of the gross
amounts due from customers for contract works as at 31 December 2016 have been subsequently
billed, of which approximately 82.2% of the billed amounts have been subsequently settled by the
relevant customers up to the Latest Practicable Date.

Although our Group has experienced delays in project completion due to changes in design
by employers of our customers during the Track Record Period, there has been no material
changes to the contract sums of the relevant contracts. The delayed projects have continued to
contribute revenue to our Group in 2017 and have not imposed any material adverse impact to our
working capital. In addition, our Group had unutilised banking facilities of approximately HK$1.9
million by invoice financing as at 30 April 2017, being the latest practicable date for determining
indebtedness.
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Despite the net cash used in operating activities of approximately HK$5.7 million for the
year ended 31 December 2016, taking into consideration our cash and bank balances, our projects
on hand, the satisfactory trade receivables collection and subsequent billing progress of the gross
amounts due from customers for contract works, the available banking facilities, and the estimated
net proceeds of approximately HK$35.7 million based on the mid-point of the proposed Offer
price range per Offer Share from the Public Offer, our Directors are of the view that our Group
has sufficient working capital for at least 12 months commencing from the date of this prospectus.

LISTING EXPENSES

Our Directors expect that our total listing expenses are non-recurring in nature. Assuming
the Offer Price of HK$0.22 per Offer Share (being the mid-point of the indicative offer price
range stated in this prospectus), the total estimated listing expenses incurred in relation to the
Public Offer are approximately HK$19.3 million, without taking into account any discretionary
incentive fees, of which approximately HK$5.8 million is directly attributable to the issuance of
Offer Shares and will be capitalised and deducted from equity upon Listing in the financial year
of 2017, approximately HK$2.2 million and HK$4.7 million were charged to the combined
statements of profit or loss and other comprehensive income for each of the two years ended 31
December 2015 and 2016, respectively, and approximately HK$6.6 million is expected to be
charged for the year ending 31 December 2017. The final amount to be recognised to the profit or
loss of our Group or to be capitalised is subject to adjustment based on audit and the changes in
variables and assumptions. In the circumstances, we expect that the expenses in connection with
the Listing will have a negative effect on our results of operations and financial condition for the
year ending 31 December 2017.

PUBLIC OFFER STATISTICS

Market capitalisation at : HK$200 million to HK$240 million
Listing Mote )

Offer size : 25% of the enlarged issued share capital of our

Company

Offer Price per Offer Share : HK$0.20 to HK$0.24

Number of Offer Shares : 250,000,000 Shares

Board lot ;10,000 Shares

Unaudited pro forma adjusted net : HK$0.07 based on an Offer Price of HK$0.20 per
tangible assets per Share Vo' 2 Share; and HK$0.08 based on an Offer Price of

HK$0.24 per Share

Notes:

1. The calculation of the market capitalisation of the Shares is based on 1,000,000,000 Shares in issue
immediately after completion of the Public Offer.

2. The unaudited pro forma adjusted net tangible assets per Share has been arrived at after the adjustments
referred to under the paragraph headed “Unaudited pro forma adjusted combined net tangible assets™ in the
section headed “Unaudited Pro Forma Financial Information” in Appendix II to this prospectus and on the
basis of 1,000,000,000 Shares in issue at the respective Offer Prices of HK$0.20 and HK$0.24 per Share

immediately following completion of the Public Offer.
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3. The unaudited pro forma adjusted net tangible assets of our Group does not take into account the dividend of
approximately HK$9.0 million declared by our Group members in June 2017. The unaudited pro forma net
tangible assets per Share would have been HK$0.06 and HK$0.07 per Share based on the Offer Price of
HK$0.20 and HK$0.24 respectively, after taking into account the declaration of dividend in the sum of
approximately HK$9.0 million.

USE OF PROCEEDS

Based on the Offer Price of HK$0.22 per Offer Share, being the mid-point of the proposed
Offer Price range of HK$0.20 to HK$0.24 per Offer Share, the net proceeds from the Public
Offer, after deducting underwriting commissions and estimated expenses paid and payable by us
in connection with the Public Offer, are estimated to be approximately HK$35.7 million. We
currently intend to apply such net proceeds from the Public Offer as follows:

Approximate

Total percentage

(HK$°000) (%)

Strengthening our machinery fleet equipment 20,000 56.1
Expanding manpower 9,500 26.6
Investment in steel materials 4,000 11.2
General working capital 2,156 6.1
35,656 100.0

Please refer to the section headed “Business Objectives and Future Plans” in this prospectus
for details.

REASONS FOR LISTING

Our Directors believe that the Listing will enhance our profile and recognition, and hence
our ability to attract new businesses. According to the Ipsos Report, our Group accounted for
approximately 0.3% of the total market share of the foundation and site formation industry in
Hong Kong for 2015 in terms of revenue. Our Directors consider that a listing on GEM signifies
a degree of financial strength of our Group and a public listing status will enable our Group to
stand out from our competitors since the public disclosure of information of our Group would
offer extra confidence to our customers who are otherwise not expected to obtain the similar
information from our competitors not publicly listed. In addition, the Listing will provide our
Company with additional avenues to raise capital for our future business expansion and long-term
development, and expand and diversify our capital base and Shareholders base as institutional
funds and retail investors in Hong Kong can easily participate in the equity of our Company. For
details, please refer to the paragraph headed “Business objectives and future plans — Reasons for
the Public Offer” in this prospectus.
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DEFINITIONS

In this prospectus, the following terms shall have the meanings set forth below

unless the context otherwise requires.

“Accountants’ Report™

“Application Form(s)”

“Articles of Association”

“Articles”

“associate(s)”

“Audit Committee”

“Brightly Ahead”

“Board”

“Building Authority”

“Buildings Department”

“Buildings Ordinance”

“Business Day”

or

the accountants’ report of our Group for the Track Record
Period, the text of which is set out in Appendix I to this

prospectus

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

the articles of association of our Company adopted on 7
June 2017 and which will become effective upon the
Listing, as amended from time to time, a summary of
which is set out in the section headed “Summary of the
Constitution of our Company and Cayman Islands
Company Law — Articles of Association” in Appendix III
to this prospectus

has the meaning ascribed to it under the GEM Listing
Rules

the audit committee of our Board

Brightly Ahead Limited (BUi5A MR /2AH]), a company
incorporated in the BVI on 23 November 2015 with
limited liability and is owned as to 99.9% and 0.1% by
Mr. Lau and Ms. Yuen respectively

the board of Directors

the Director of Buildings as defined in the Buildings

Ordinance
the Buildings Department of the Government

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

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

Saturday, Sunday or public holiday in Hong Kong
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“BVI”

“Cape Road Project”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant™

“China” or “PRC”

“Companies Law”

“Companies Ordinance”

the British Virgin Islands

the foundation and site formation project undertaken by our
Group for residential redevelopment in Chung Hom Kok,
whose contract sum amounted to approximately HK$16.7
million and HK$39.0 million for the stages one and two of

the project respectively

the issue of 749,990,000 Shares to be made upon
capitalisation of certain sums standing in the credit of the
share premium account of our Company referred to in the
paragraph headed “A. Further information about our
Company - 3. Written resolutions of our existing
Shareholder passed on 7 June 2017” 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 a general clearing participant

a person admitted to participate in CCASS as a custodian

participant

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

individuals or a corporation

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

the People’s Republic of China excluding, for the purpose
of this prospectus, Hong Kong, Macau Special

Administrative Region and Taiwan

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

time to time

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) as amended, supplemented and/or otherwise

modified from time to time
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company”

“connected person(s)”

“Construction Industry Council”

“Controlling Shareholder(s)”

“Corporate Governance Code”

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)” or “our Directors”

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

time to time

Basetrophy Group Holdings Limited (3 Hb 8 1252 45 8] 45 i
FHBR/AF), an exempted company incorporated in the
Cayman Islands with limited liability on 4 January 2016

has the meaning ascribed to it under the GEM Listing
Rules

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

has the meaning ascribed to it under the GEM Listing
Rules and in the context of this prospectus, refers to Mr.
Lau, Ms. Yuen and Brightly Ahead. Please see the section
headed “Relationship with our Controlling Shareholders™

in this prospectus for further details

the Corporate Governance Code and Corporate Governance
Report in Appendix 15 to the GEM Listing Rules

a deed of indemnity dated 7 June 2017 entered into
between our Controlling Shareholders and our Company
(for itself and as trustee for and on behalf of its
subsidiaries), under which our Controlling Shareholders
have given certain indemnities in favour of our Company
containing, among others, the indemnities referred to in the
paragraph headed “E. Other information — 1. Tax and other

indemnities” in Appendix IV to this prospectus

a deed of non-competition dated 7 June 2017 between our
Company (for itself and as trustee for and on behalf of its
subsidiaries) and each of our Controlling Shareholders,
particulars of which are set out in the paragraph headed
“Relationships with our Controlling Shareholders — Non-

competition undertakings™ in this prospectus

the director(s) of our Company
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“Employees’ Compensation
Ordinance”

“Environmental Protection

Department”

“Frontpage Capital” or

“Sole Sponsor”

113 GEM 29

“GEM Listing Rules”

“Government”

“Group”, “our Group”,

13 9 E3]

we”, “us” or “our Company”

“Hong Kong” or “HK”

“Hong Kong Branch Share

Registrar”

“Hong Kong dollars™ or
“HK$” and “cents”

“HKASs”

“HKFRSs”

the Employees’ Compensation Ordinance (Chapter 282 of
the Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time

the Environmental Protection Department of Hong Kong

Frontpage Capital Limited, a licensed corporation for
carrying on type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities under
the SFO, and the Sole Sponsor for the Listing, and an
independent third party

the Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on Growth
Enterprise Market of The Stock Exchange of Hong Kong
Limited, as amended, supplemented and/or otherwise

modified from time to time
the government of Hong Kong

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

Company at the relevant time
the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited

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

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

the Hong Kong Financial Reporting Standards, including
the Hong Kong Accounting Standards and interpretation
issued by the Hong Kong Institute of Certified Public
Accountants
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“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“independent third party(ies)”

“IpSOS”

“Ipsos Report”

“Labour Department”

“Latest Practicable Date”

“Legal Counsel”
“Listing”

“Listing Date”

“Listing Division”
“Joint Lead Managers

“Mandatory Provident Fund
Schemes Ordinance”

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

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

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

Ipsos Limited, a professional market research company and

an independent third party

the market research report commissioned by us and
prepared by Ipsos on the market and competitive landscape
of foundation and site formation industry in Hong Kong,

the content of which is disclosed in this prospectus
the Labour Department of Hong Kong

5 June 2017, being the latest practicable date for
ascertaining certain information contained therein in this

prospectus prior to its publication
Mr. Yuen Siu Kei, barrister-at-law of Hong Kong
the listing of the Shares on the Stock Exchange

the date on which dealings in Shares on GEM first

commence
the Listing Division of the Stock Exchange
Frontpage Capital and Supreme China Securities

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

supplemented or otherwise modified from time to time

- 20 —



DEFINITIONS

“Memorandum of Association” or

“Memorandum”

“Mr. Lau”

“Ms. Yuen”

“Nomination Committee”

“NRMM Regulation”

“Offer Price”

“Offer Share(s)”

“Predecessor Companies

Ordinance”

“Price Determination Agreement”

the memorandum of association of our Company

Mr. Lau Chung Ho (B8H2%), our executive Director, Chief
Executive Officer, a Controlling Shareholder and the
spouse of Ms. Yuen

Ms. Yuen Suk Har (IEE), our executive Director,
Chairman, a Controlling Shareholder and the spouse of Mr.
Lau

the nomination committee of our Board

the Air Pollution Control (Non-road Mobile Machinery)
(Emission) Regulation (Chapter 311Z of the Laws of Hong
Kong), as amended, supplemented or otherwise modified

from time to time

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of HK$0.005%),
at which Offer Shares are to be subscribed, to be
determined in the manner further described in the section
headed “Structure and Conditions of the Public Offer —
Offer Price” of this prospectus

the 250,000,000 new Shares offered for subscription at the
Offer Price under the Public Offer, as detailed in the
section headed “Structure and Conditions of the Public

Offer” of 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 and the Companies (Winding
Up and Miscellaneous Provisions) Ordinance

the agreement to be entered into by the Joint Lead
Managers (for themselves and on behalf of the
Underwriters) and our Company on the Price Determination
Date to record and fix the Offer Price
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“Price Determination Date”

“Public Offer”

“Public Offer Underwriting

Agreement”

“Regulation S

i

“Remuneration Committee’

“Repurchase Mandate”

“Reorganisation”

“Repurchase Mandate”

the date, expected to be on or around Tuesday, 20 June
2017, on which the Offer Price is fixed by our Company
and the Joint Lead Managers (for themselves and on behalf

of the Underwriters) for the purpose of the Public Offer

the conditional offer to the public in Hong Kong for
subscription of the Offer Shares at the Offer Price, on and
subject to the terms and conditions stated in this prospectus
and in the Application Forms, as further described in the
section headed “Structure and Conditions of the Public
Offer” of this prospectus and the related Application

Forms

the underwriting agreement dated 9 June 2017 relating to
the Public Offer and entered into by, among others, our
Company, our executive Directors, the Controlling
Shareholders, the Joint Lead Managers and the
Underwriters, as further described in the section headed
“Underwriting — Underwriting arrangements and expenses
— The Public Offer — Public Offer Underwriting

Agreement” of this prospectus
the Regulation S under the U.S. Securities Act
the remuneration committee of our Board

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, further details
of which are contained in the section headed “Further
Information about our Company — A. Further information
about our Company — 6. Repurchase of Share by our
Company” in Appendix IV to this prospectus

the corporate reorganisation of our Group in preparation
for the Listing as described in the section headed ‘“History,

Development and Reorganisation™ in this prospectus

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, further details
of which are contained in the paragraph headed “A.
Further information about our Company” in Appendix IV

to this prospectus
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“Safety Adviser”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“SME”

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder(s)”

“Supreme China Securities”

“Takeovers Code”

“Teamwork”

“Track Record Period”

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

the 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

holder(s) of the Share(s)

the share option scheme of our Company, conditionally
approved and adopted by our Company, the principal terms
of which are summarised in the paragraph headed “D.
Share option scheme” in Appendix IV to this prospectus

small and medium enterprises, with fewer than 100
employees for manufacturing enterprises and fewer than 50
employees for non-manufacturing enterprises

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 15 of the

Companies Ordinance

has the meaning ascribed to it under the GEM Listing
Rules

Supreme China Securities Limited, a licensed corporation
for carrying on type 1 (dealing in securities) regulated
activity under the SFO

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time to
time

Teamwork Engineering Co. (Wi TR ), a sole
proprietorship registered in Hong Kong on 24 January
2011 and wholly-owned by Mr. Lau, which have ceased
business since December 2015

the period comprising the three financial years ended 31
December 2016
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“Underwriters” the underwriters of the Public Offer, whose names are set
out in the section headed “Underwriting — Underwriters”
in this prospectus

“US” or “U.S.” or “United the United States of America, its territories, its possessions
States™ and all areas subject to its jurisdiction
“US$” or “U.S. dollars” United States dollars, the lawful currency of the United

States of America

“U.S. Securities Act” the United Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time

“Wide View” Wide View Enterprises Limited (B SR B¥EARAF), a
company incorporated in the BVI on 20 November 2015
with limited liability, which shall be a direct wholly-owned
subsidiary of the Company upon completion of the
Reorganisation

“Workbase Engineering” Workbase Engineering Limited (F55 TEREAMRAF), a
company incorporated in Hong Kong on 16 July 2003 with
limited liability, which shall be an indirect wholly-owned
subsidiary of the Company upon completion of the

Reorganisation
“sq.m.” square metre
“%” per cent.
“WHITE Application Form(s)” the application form(s) for use by the public who require(s)

such Offer Shares to be issued in the applicant’s/applicants’
own name(s)

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

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

prospectus is as at the Latest Practicable Date.

In this prospectus, the terms “associates”, ‘“close associates”, “connected person”,
“connected transaction”, ‘“‘controlling shareholder”, “subsidiary” and ‘‘substantial shareholder”
shall have the meanings given to such terms in the GEM Listing Rules, unless the context

otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown in totals in certain tables may not be the

arithmetic aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains terms used in this prospectus as they relate
to our business. As such, these terms and their meanings may not always correspond to

standard industry meaning or usage of these terms.

“air compressor”

s

“bored pile” or “bored piling’

“boring rig”

“CAGR”

“casing”

“ELS” or “excavation and
lateral support works”

“erosion control”

“excavator”

“foundation works”

a machine that converts power from an engine or motor
into potential energy by forcing air into a smaller volume,
thus increasing its pressure. Energy stored in the
compressed air can be applied in various ways, usually by

utilising the kinetic energy of the air as it is depressurised

a type of pile installed by machine boring to the required

level and subsequently filling the hole with concrete

a construction machine for piling in foundation engineering

and mainly applied to drill in sandy soil, clay and silty
compound annual growth rate

a tube (typically made of steel) inserted into a bore hole
formed in soil conditions where caving or rock deformation

can occur. Casing prevents caving or sloughing

excavation and lateral support, the system of construction
works for the purposes of shoring support in the excavated
area and, if applicable, drainage measures and avoidance of

adverse effect on the adjacent structures

the practice of preventing or controlling wind or water

erosion in land development and construction

a power-driven machine for digging, moving, or

transporting loose gravel, sand, or soil

in respect of our business, generally include works in
relation to the construction of foundations for general

building construction
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“Green Card”

“grouting”

“H-pile” or “H-piling”

“hydraulic drilling rigs”

“hydraulic hammer drill”

“hydraulic rotator”

“ISO”

“ISO 14001:2004”

“ISO 9001:2008”

Construction Safety Training Certificate issued by Labour
Department proving the workers’ enrollment of
occupational health and safety training courses recognised
by the Labour Department. It is valid for a period from one

year to three years

the placing of grout which usually involves injecting a

grout material through a tube into void spaces by pressure

a dimensionally square structural beam designed to be
driven into bed rock to transfer structural loads to rock

layers with higher load-bearing capacity

a machine that creates holes in the earth sub-surface

powered by an auxiliary hydraulic system

a percussive top-head device that is used in the drilling of

hard rocks and soil

a machine used together with a boring rig to drill holes

through concrete or rock using a rotational driving action

the International Organisation for Standardisation
standards, for quality management which ensures an
organisation’s products conform to customer requirements
and applicable statutory and regulatory standards and
which sets requirements for what an organisation must do

to manage processes influencing product quality

a standard of the ISO 14000 environmental management
series published by ISO, which specifies the requirements
for an environmental management system of an

organisation

a standard of the ISO 9000 quality management series
published by ISO, which specifies the requirements for a
quality management system of an organisation to
consistently provide products that meet customer
requirements and applicable statutory and regulatory

standards
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“mini-pile” or “mini-piling”

“OHSAS”

“OHSAS 18001:2007”

“pile cap”

“pile driver”

“pilingu

“pipe pile”

“pre-boring”

“sheet pile” or “sheet piling”

a type of pile which consists of a bundle of steel bars
encased by grout inside a bored hole generally not greater

than 400 millimeters in diameter

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

Occupational Health and Safety Advisory Services

a standard of the OHSAS 18000 occupational health and
safety management series, which specifies the requirements
for the control of occupational health and safety risks

associated with an organisation

a concrete structure placed on, and usually fastened to, the
top of a pile or a group of piles for transmission of loads

from such building or structure to the pile or group of piles

a machine used to drive percussive piles into soil by
mounted with hydraulic hammer and it is also used to
install percussive drilling boreholes by mounted with

hydraulic rotator and equipped with down-the-hole hammer

any work in connection with or for the forming of a pile in
the ground by hammering, screwing, boring, vibrating,
casting or any other means, and also involves the driving
of any casing (whether permanent or temporary) into the

ground for purposes of constructing a foundation

a column which is typically made of steel, wood, concrete
or plastic and in the shape of a pipe that is driven into the
ground to provide support and stability to a building’s

foundation

removal of ground or underground obstacles by boring or
other means to enable a pile to be installed

a type of pile of thin interlocking steel sheet used to

construct a continuous barrier in the ground
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“shotcrete” or “shotcreting”

“site formation works”

“socketed H-pile”

“soldier pile”

“Subcontractors Registration
Scheme”

a process in which compressed air forces mortar or

concrete through a nose onto a surface at a high velocity

in respect of our business, generally include clearance of
sites, such as the removal of trees, shrubs, surface soil and
debris, the levelling of land by excavation or filling in of
land, demolition of any unwanted structures and
constructing retaining walls, access roads and drainage

systems

a type of pile formed by inserting a steel H-pile section
into a pre-bored hole formed into the bedrock and the
cavity is then filled with cement grout

installation of a type of pile which is also known as soldier
pile, or king pile, construction into the ground for earth

retention prior to excavation

an industry-wide initiative to improve the regulation and
management of subcontracting which aims at building up a
pool of capable and responsible subcontractors with

specialised skills and strong professional ethics

— 28 —



FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements including, without limitation, words
and expressions such as “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”,
may”, “plan”, “seek”, “will”, “would” or similar words or statements, in particular, in the
sections headed “Business” and “Financial Information™ of this prospectus in relation to future
events, our future financial, business or other performance and development, the future
development of our industry and the future development of the general economy of our key
markets.

These statements are based on various assumptions regarding our present and future
business strategy and the environment in which we will operate in the future. These forward-
looking statements reflecting our current views with respect to future events are not a guarantee
of future performance and are subject to certain risks, uncertainties and assumptions including the
risk factors described in this prospectus and the following:

. our business and operating strategies and the various measures to implement such
strategies;

. our dividend policy;

. our operations and business prospects, including development plans for our existing

and new businesses;
. the future competitive environment for the industries in which we operate;

. the regulatory environment as well as the general industry outlook for the industries in
which we operate;

. future developments in the industries in which we operate;
. the effects of the global financial markets and economic crisis; and
. other factors beyond our control.

Subject to the requirements of applicable laws, rules and regulations and the GEM Listing
Rules, 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 out in this section.

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

Prospective investors should consider carefully all the information set forth in this
prospectus and, in particular, should consider the following risks and special
considerations in connection with an investment in our Company before making any
investment decision in relation to the Public Offer. The occurrence of any of the following
risks may have a material adverse effect on the business, results of operations, financial
conditions and future prospect of our Group. Additional risks not currently known to us
or that we now deem immaterial may also harm us and affect your investment.

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

We believe that there are certain risks involved in our business and operations. These risks
can be classified into: (i) risks relating to our business; (ii) risks relating to the foundation and
site formation industry in which we operate; (iii) risks relating to the Public Offer; and (iv) risks
relating to the statements made in this prospectus.

RISKS RELATING TO OUR BUSINESS
We have recorded negative operating cash flows for the year ended 31 December 2016

Our Group recorded net cash used in operating activities of approximately HK$5.7 million
for the year ended 31 December 2016 primarily due to the increase in trade and other receivables
of approximately HK$14.4 million mainly arising from the substantial value of construction
works completed near the year end of 2016. For details of our cash flows, please refer to the
paragraph headed “Financial Information — Liquidity and capital resources — Cash flows” in this
prospectus. We cannot assure that we will not experience periods of net cash outflow from
operating activities in the future. If we continue to record net operating cash outflows in the
future, our working capital may be constrained which may materially and adversely affect our
business, financial condition, results of operation and growth prospects.
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It is not uncommon in our industry to have occurrence of accidents causing injury to our or
our subcontractors’ employees. Our performance may be adversely affected by such injury
claims and litigations

It is not uncommon in the foundation industry to have occurrence of accidents causing
injury to our or our subcontractors’ employees, which may subsequently give rise to the
corresponding employees’ compensation claims and common law personal injury claims. We may
be in disputes with the injured persons in respect of our responsibilities in connection with the
accidents for various reasons. Such disputes may be in connection with contributory negligence of
such injured person or whether the accident occurred during his/her employment with us or our
respective subcontractors. Please refer to the paragraphs headed ‘“Business — Litigation and
potential claims” and “Business — Fatal accident during the Track Record Period” in this
prospectus for further information of accidents occurred during the Track Record Period and up to
the Latest Practicable Date.

A significant portion of our revenue was generated from contracts which were not recurrent
in nature and were awarded by a few customers, and there is no guarantee that our
customers will provide us with new businesses

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

A significant portion of our revenue was derived from a limited number of customers during
the Track Record Period. Our top five customers for each of the three years ended 31 December
2014, 2015 and 2016 accounted for 100%, approximately 99.4% and 100% of our revenue,
respectively. For the same period, our largest customer, Fong On, accounted for approximately
86.2%, 45.1% and 44.9% of our revenue, respectively. For details of our relationship with Fong
On, please refer to the paragraph headed ‘“Business — Sales, marketing and customers — Our
relationship with Fong On” in this prospectus. We generally do not enter into long-term
agreements with our customers and our customers are therefore under no obligation to award
projects to us. As such, there is no guarantee that we will be able to secure new businesses from
customers or they will maintain their respective level of business with us in the future. In
addition, we cannot guarantee that we will be able to broaden successfully our customer base by
obtaining significant numbers of new foundation and site formation projects from new or other
existing customers. Accordingly, the number and scale of projects and the amount of revenue we
are able to derive therefrom may vary significantly from period to period, and it may be difficult
to forecast the volume of our future business.

In the event that our Group fails to secure new projects or there is a significant decrease in
the number of quotation invitations in the future, the business and financial positions and

prospects of our Group may be materially and adversely affected.
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As we from time to time engage subcontractors in our works, we may bear responsibilities
for any non-performance, delayed performance, sub-standard performance or non-
compliance of our subcontractors

For each of the three years ended 31 December 2014, 2015 and 2016, subcontracting
charges incurred by us amounted to approximately HK$28.8 million, HK$26.5 million and
HK$43.1 million, respectively. Subcontracting may expose us to risks associated with non-
performance, delayed performance or sub-standard performance by our subcontractors. As a
result, we may experience deterioration in the quality or delivery of our works, incur additional
costs due to the delays or at a higher price in sourcing the services, equipment or supplies in
default, or be subject to liability under the relevant projects. Such events could impact upon our

profitability, financial performance and reputation, or result in litigation or damage claims.

If our subcontractors violate any laws, rules or regulations in relation to health, safety and
environmental matters, we may expose ourselves as an obligor to prosecutions by relevant
authorities, and may become liable to claims for losses and damages if such violations cause any
personal injuries or death or damage to properties. In the event that there is any violation,
whether substantial or minor in nature of any laws, rules or regulations, occurred at sites for
which we are responsible, our operations and hence our financial position may be adversely
affected.

There may be discrepancies between the ground investigation findings and the actual
geological conditions of the site which may cause our Group additional cost or result in
potential claims

Prior to commencement of our foundation works, we may conduct ground investigation or
our customers may supply us with ground investigation reports. However, the details uncovered
by these reports may not be sufficient to reveal the actual geology beneath our construction sites
due to limitations in the scope of the underground investigation works that can be carried out at
the site or other technical limitations. Underground investigation works usually involve sampling,
field testing and in the course of conducting underground investigation, certain parameters such
as the number and deposition of boreholes and trial pits, the depth of ground investigation, as
well as the use of empirical data, requires the use of judgement and estimates in the process of
applying investigation technique. Although underground investigation is conducted by a registered
specialist contractor in accordance with relevant codes and regulations of the industry, there may
be discrepancies between the actual geological conditions and the findings set out in these
investigation reports, and the investigation may not be able to reveal the existence of rocks or
identify any antiquities, monuments or structures beneath the site, artificial underground
obstruction, bomb, contaminated soil, presence of unknown obstacles due to historical use of site,
methane gas leakage during construction, collapse of temporary structure and land subsidence,
which may not have been anticipated at the preliminary stage. All of these may eventually present

potential issues in carrying out the foundation and/or associated works or even affect the
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foundation layout design, thereby exposing our Group to uncertainties in the course of
implementation of our projects, and such unexpected condition may make our foundation works
difficult, affect our work progress and incur higher project expenses. Our Directors confirm that
we had not experienced any cases of which our fees were materially reduced for the aforesaid
reasons during the Track Record Period. However, our Group may incur additional costs in
dealing with these unforeseen conditions and we will have to bear such increase in expenses
ourselves as our contracts are fixed sum without price adjustment mechanism in this regard and
our profitability may be adversely affected. It may also cause a delay in completion of the

projects, resulting in potential claims for liquidated damages from our customers.

Our Group determines the project price based on the estimated time and costs to be
involved, and the actual time and costs incurred may exceed our estimations due to
unexpected circumstances, thereby adversely affect our operations and financial results

We determine the project price based on our estimation of time required and costs involved
in a project, plus a certain mark-up margin. The actual time and costs involved in completing our
foundation and site formation projects may be adversely affected by a number of uncontrollable
factors, including shortage and cost escalation in materials and direct labour, difficult geological
conditions, adverse weather conditions, disputes with our subcontractors, change in design by the
employers of our customers, work site accidents and changes in the Government’s policy. These
factors can give rise to unexpected delays in completion and cost overruns, which will in turn
diminish the mark-up margin. There is no assurance that the actual time and costs would not

exceed our estimation during project implementation.

In particular, labour costs and costs of construction materials are the major cost components
for foundation works in Hong Kong. Due to labour shortage, the average foundation worker wage
per day has increased at a CAGR of 9.9%, from HK$842.3 in 2011 up to HK$1,347.5 in 2016
and is expected to continue to rise. In addition, the cost of construction materials such as steel
reinforcements, Portland cement and H-piles, may fluctuate depending on various factors
including the demand for new construction work, and the infrastructure investment in China. For
example, the average wholesale price of Portland cement in Hong Kong increased from about
HK$662.9 per tonne in 2011 to about HK$714.7 per tonne in 2016, at a CAGR of about 1.5%.
Please refer to the paragraph headed “Industry Overview — Overview of the foundation and site
formation industry in Hong Kong — Cost of foundation contracting works” in this prospectus for
details. If there is any unexpected significant increase in labour costs and costs of construction
materials, there is no assurance that we will be able to shift the increase in cost to our customers.
Such cost overruns with our initial estimate may cause our profitability be lower than what we

expected.
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During the Track Record Period, our Group has experienced delays in project completion
due to change in design by employers of our customers, which has resulted in delays in works
undertaken and revenue recognised. Notwithstanding that such projects delays during the Track
Record Period had not caused any material adverse impact to our Group’s operation and financial
performance, we cannot guarantee that we will not encounter cost overruns or delays on our
current and future foundation and site formation projects in which case we would exceed our
budget or be required to pay liquidated damages with a consequential reduction in, or elimination

of, the anticipated profits on our contracts.

Our business operations depend on the expertise and continuing performance of our key

management personnel and there is no assurance that our Group can hire and retain them

Our Board and senior management comprise a group of highly experienced individuals in
the foundation industry, which has an average industry experience of over a decade. Mr. Lau, our
Chief Executive Officer and executive Director, has over 33 years of experience in the
construction industry. His experience, coupled with extensive knowledge of the foundation
industry in Hong Kong, enables him to understand market dynamics and industry practice for
foundation works. In addition, Mr. Lau has established close relationships with our customers,
suppliers and subcontractors. Ms. Yuen, our Chairman and executive Director, joined our Group
since July 2003, and she has been responsible for our Group’s operation, business development,
human resources, finance and administration. Mr. Yung Kwok Leung, our Finance Director,
possesses over 35 years of experience in accounting and finance. Each of Mr. Shum Yam Shun,
our Site Superintendent, and Mr. To Kam Ming, our Project Manager, has extensive experience in
the construction industry. We believe that our management team has the ability to develop and
manage efficient operations which enables us to formulate and execute sound business strategies.
There is no assurance that our Group can retain the continuous services of our executive Directors
and other members of senior management. If we cannot retain their continuous services in the
management of our Group or we may not be able to find suitable replacements in a timely
manner, there could be an adverse and material impact on the business, results of operation and

profitability of our Group.
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Our historical revenue and profit margin may not be indicative of our future revenue and

profit margin

We operate our business on a project-by-project basis. For each of the three years ended 31
December 2014, 2015 and 2016, our revenue was approximately HK$53.8 million, HK$75.3
million and HK$131.8 million, respectively. For the same period, our gross profit was
approximately HK$12.6 million, HK$21.0 million and HK$24.6 million, respectively. Our gross
profit margin increased from 23.4% for the year ended 31 December 2014 to 27.9% for the year
ended 31 December 2015, and decreased to 18.7% for the year ended 31 December 2016. Our
profit margins may fluctuate from project to project due to a number of factors including those set
out in the section headed “Business — Sales, marketing and customers — Pricing policy” in this
prospectus. There is an inherent risk in using our historical projects financial information to
estimate our financial performance in the future, as they only reflect our past performance under
particular conditions. We may not be able to sustain our historical growth rate, revenue and profit
margin for various reasons, including, intensification of competition among foundation and site
formation works subcontractors, aggravation in labour shortage, and other unforeseen factors such

as adverse weather and geological conditions.

Investors should not solely rely on our historical financial information as an indication of

our future financial or operating performance.

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

We do not generally receive any sums as prepayment from our customers for our foundation
and site formation projects. Nonetheless, we have to incur various costs, including purchases of
raw materials and wages to our workers and our subcontractors’ workers after commencement of
our projects. As such, we are subject to credit risks of our customers and our liquidity is
dependent on our customers making prompt progress payments and release of retention monies
due to us. For details of the mechanisms of the progress payment and retention monies, please
refer to the paragraphs headed “Business — Sales, marketing and customers — Credit policy and
payment by customers” and “Business — Sales, marketing and customers — Retention money” in

this prospectus.
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As at 31 December 2014, 31 December 2015 and 31 December 2016, the trade receivables
amounted to approximately HK$5.0 million, HK$3.4 million and HK$15.2 million, respectively.
As at the same dates, the retention receivables amounted to approximately HK$4.3 million,
HK$6.0 million and HK$8.8 million, respectively, whereas the respective trade receivables and
retention receivables accounted for approximately 37.0%, 22.3% and 42.1% of the total current
assets, respectively. Additionally, the average trade receivables turnover days were approximately
32.9 days, 20.4 days and 25.7 days for each of the three years ended 31 December 2014, 2015
and 2016, respectively. For details of the fluctuations in our trade and retention receivables from
customers and trade receivables turnover days, please refer to the paragraph headed “Financial
Information — Discussion of certain combined statements of financial position items — Trade and
other receivables — Trade receivables analysis™ in this prospectus. We cannot assure you that we
will be able to recover all or any part of the amounts due from our customers or we will be able
to collect all or any part of the retention receivables from our customers within the agreed credit

terms or at all.

Further, disputes may arise between us and our customers as to the value of work properly
done in a particular period, and the progress payment that we are entitled to accordingly. There is
also a possibility that we may take longer than the trade receivables turnover days to collect our

trade receivables. This will negatively affect our cash flows and financial performance.

Any failure, damage or loss of our machinery, or failure to invest in suitable machinery may
adversely affect our market competitiveness

Our capacity to carry out works for our customers depends on, among others, the
availability of our machinery. Included in the paragraph headed “Business — Machinery” in this
prospectus are the details relating to our machinery. For each of the three years ended 31
December 2014, 2015 and 2016, the utilisation rates of our machinery and equipment was 58.3%,
81.6% and 92.4%, respectively, and the average remaining useful life of our major machinery as
at 31 December 2016 was 2.8 years. There is no assurance that our machinery will not be
damaged or lost as a result of, among others, improper operation, accidents, fire, adverse weather
conditions, theft or robbery. In addition, machinery may break down or fail to function normally
due to wear and tear or mechanical issues. Any failure, damage or loss of our machinery may
adversely affect our operations and financial reference. In addition, if we fail to stay abreast of
market trends and invest in suitable machinery to cope with changing customer demands and
specifications, our overall competitiveness and financial position and operation results may be
adversely affected. For details about our plans on acquiring machinery, please refer to the

paragraph headed “Business objectives and future plans — Use of proceeds” in this prospectus.
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There is no assurance that we will be able to renew our registration in the Subcontractors
Registration Scheme of the Construction Industry Council

Our principal operating subsidiary, Workbase Engineering, has registered with the
Construction Industry Council as a registered subcontractor under trade specialties of bored piles,
micro piles and general civil works. Some of our customers may prefer to engage subcontractors
who are registered in the Subcontractors Registration Scheme of the Construction Industry

Council to which we can fulfil such requirement.

Renewal of all of the abovementioned subcontractor registrations is required every two years
and is generally subject to certain technical and relevant industry experience requirements. There
is no assurance that we will be able to renew such registration every time in the future. In the
event of non-renewal of such registration, our reputation, our ability to obtain future businesses,

and our business and financial position may be materially and adversely affected.

We are exposed to certain types of liabilities against which our insurance coverage generally
does not include

During the Track Record Period, our Group maintained insurance coverage against, among
others, (i) liability for third-party bodily injury occurred in our office premises; (ii) loss or
damage to our machinery; and (iii) third-party liability in relation to the use of our vehicles.
Included in the paragraph headed “Business — Insurance” in this prospectus are the relevant
details. Certain types of risks, such as the risk in relation to the collectability of our trade and
retention receivables and liabilities arising from events such as epidemics, natural disasters,
adverse weather conditions, political unrest and terrorist attacks, are generally not covered by
insurance because they are either uninsurable or it is not cost justifiable to insure against such
risks. In the event that an uninsured liability arise, we may suffer losses which may adversely
affect our financial position. There can be no assurance that all potential losses and claims,

regardless of the cause, would be sufficiently covered and/or recoverable from the insurers.

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

We are committed to providing a safe and healthy working environment. However, we
cannot guarantee that all of the safety measures and procedures are strictly adhered to at all times,
nor can we assure you that our safety measures and procedures are sufficient to prevent the
occurrence of industrial accidents of all kinds. If the safety measures and procedures implemented
at construction sites are insufficient or not strictly adhered to, it may result in industrial accidents
which would in turn lead to claims given rise from employees’ compensation, personal injuries,
fatal accidents, and/or property damage against us. These would result in significant financial
loss, damages to our reputation in the industry, and adversely affect our financial condition.
Please refer to the paragraph headed ‘“Business — Occupational health and safety” in this

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

We may be involved in disputes with our employees, customers, suppliers, subcontractors
and other project parties from time to time in respect of various matters, including delay in
completion of foundation and site formation works, as well as other geotechnical engineering
works, personal injury claims, complaints about the quality of completed works and damages to

machinery and equipment arising from daily operation.

Further, disputes may arise between our customers and us as to the value of work properly
done in a particular period, and the progress payment that we are entitled to in the relevant
period. In some projects, the subcontracts may include variation clauses which empower our
customers of the construction projects and/or the main contractors to give instructions to vary the
subcontract works which we are generally obliged to follow. The value of such variations is
generally ascertained by reference to the rates and prices specified in the subcontracts for the like
or analogous works. If no rates and prices are specified, or if they are not applicable, such value
shall be proper and reasonable in all circumstances, failing which, at a rate agreed between the
main contractors and our Group. In the event that we fail to reach an agreement, the rates shall be
fixed by the main contractors at a reasonable and proper price in their opinion. If we and the main
contractors take different views on the valuation results, contractual disputes with our customers

may arise.

There is no assurance that we may be able to resolve every instance of dispute by way of
negotiation and/or mediation with relevant parties. If we fail to do so, it may lead to legal and
other proceedings against us, and consequently we may have to incur huge expenditures in
defending ourselves in such actions. If we fail to obtain favourable outcomes in such proceedings,
we may be liable to pay significant amount of damages which may adversely affect our operations

and financial results.

The handling of accidents and subsequent claims, litigations and other legal proceedings
may sometimes involve a high degree of our management’s attention and input. Handling of
litigations and legal proceedings can be both costly and time-consuming, and may significantly
divert the efforts and resources of our management. In addition, should any claims, litigation and
legal proceedings against us fall outside the scope and/or limit of our insurance coverage, our

financial position may be adversely affected.

We may be liable for damage caused to underground utilities and infrastructures beneath
our construction site when carrying out foundation works and/or associated works

When we carry out foundation works and/or associated works, we may encounter fresh and
flush water piping, electrical cables, optical fibre telephone lines and high pressure gas mains and
other utilities and infrastructures which are laid underground or below carriageways and footways.
If damage is made to those utilities during our works, we may be liable for the costs for the repair
of such damaged utilities and infrastructures and the relevant remedial works will increase our

costs for the projects and may cause delay in our project schedule.
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Our cash flows may deteriorate due to potential mismatch in time between receipt of
progress payments and retention monies from our customers, and payments to our

subcontractors and suppliers
We would delegate specific work tasks to different subcontractors from time to time.

As at 31 December 2014, 31 December 2015 and 31 December 2016, the trade payables
amounted to approximately HK$8.0 million, HK$7.3 million and HK$9.3 million, respectively.
As at the same date, the retention payables amounted to approximately HK$1.1 million, HK$1.4
million and HK$3.5 million, respectively, whereas the respective trade and retention payables
accounted for approximately 52.1%, 34.4% and 39.6% of the total current liabilities, respectively.
In addition, the average trade payables turnover days were 49.5 days, 51.2 days and 28.2 days for
each of the three years ended 31 December 2014, 2015 and 2016, respectively. For details of the
fluctuations in our trade payables to our suppliers and the trade payable turnover days, please
refer to the paragraph headed “Financial Information — Discussion of certain combined statements

of financial position items — Trade and other payables” in this prospectus.

We rely on cash inflow from our customers to meet our payment obligations to our suppliers
and subcontractors. Our cash inflow is dependent on prompt settlement of progress payments, and
timely release of retention monies by our customers. As such, we would record significant cash

outflow in the event that we take up too many substantial projects at a particular period of time.

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

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

affect our business, financial condition and results of operations.
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RISKS RELATING TO THE FOUNDATION AND SITE FORMATION INDUSTRY IN
WHICH WE OPERATE

Our performance is dependent on market conditions and trends in the construction industry
and in the overall state of Hong Kong’s economy which may change adversely

Our performance and financial condition are heavily dependent on the state of economy in
Hong Kong where we generate most of our revenue. The future growth and level of profitability
of the foundation industry in Hong Kong are likely to depend primarily upon the continued
availability of major construction projects. According to the Ipsos Report, the growth of Hong
Kong’s foundation industry has been supported by the demand for construction structures work
for infrastructure projects and the housing market. The nature, extent and timing of our projects
will, however, be determined by the interplay of a variety of factors, in particular, the
Government’s spending patterns on housing and infrastructure, the investment of property
developers and the general conditions and prospects of the economy. Apart from the public
spending of the Government, there are numerous factors affecting the foundation industry,
including cyclical trends in the economy as a whole, fluctuations in interest rates and the
availability of new projects in private sector. Should there be a recurrence of recession in Hong
Kong, deflation or any changes in Hong Kong’s currency policy, or should the demand for
foundation works in Hong Kong deteriorate, our operations and profits could be adversely
affected.

Weather conditions, natural disasters, other acts of God, political unrest and other events
may have negative impact on the foundation industry

Weather conditions, natural disasters and other acts of God which are beyond our control
may materially and adversely affect the economy, the foundation industry and our business. Our
operations and financial condition may be adversely affected. Political unrest may also cause
damage or disruption to our business, our employees and our markets, any of which could

materially and adversely affect our overall results of operations and financial condition.

In addition, power failures, fire or explosions or other natural disasters could cause
disruptions in our Group’s operations or cause delays in its delivery schedules.

Furthermore, Hong Kong has in recent years encountered different types of epidemics,
which have caused various degrees of damage to the economy of Hong Kong and, in turn, the
foundation industry. If an epidemic outbreak occurs in Hong Kong, the economy of Hong Kong

may suffer which will in turn adversely affect our results of operations.
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We operate in a competitive industry

According to the Ipsos Report, the foundation industry in Hong Kong has a number of
participants and is competitive. There were our estimated aggregate of approximately 500
foundation main contractors and subcontractors in Hong Kong as of May 2017. Occasionally, new
market participants, which possess the appropriate skills, local experience, necessary machinery
and equipment, capital, emerge and are granted the requisite registrations by the relevant
governmental authorities. Increased competition may result in lower operating margins and loss of

market share, resulting in an adverse impact on our profitability and operating results.
We are exposed to environmental liability

Our operations are subject to certain laws and regulations in relation to environmental
protection. Included in the section headed “Business — Environment” in this prospectus are our
measures and work procedures that are required to be followed by our operations staff and
workers in respect of environmental protection compliance. Our Directors consider that our
measures and work procedures adopted are appropriate and adequate. During the Track Record
Period and up to the Latest Practicable Date, we did not have any violation of applicable
environmental laws and regulations which would have had a material impact on our business,
financial condition or results of operations. In the event that our Group fails to comply with the
relevant laws and regulations in relation to environmental protection, we may be imposed fines
and penalty may be imposed on us by relevant authorities which would adversely affect our

business, financial condition and results of operations.

Changes in the rules and regulations governing the construction industry, the licensing
regime and other health, work safety and environmental responsibilities may adversely affect
our operations and profitability

Under the relevant laws of Hong Kong, construction and foundation works are required to
comply with certain registration requirements and fulfil certain health, safety and environmental
responsibilities. In the event that there is any changes in the current regulatory regime that
governs the foundation industry, we may incur more costs in complying with the new
requirements, and failing of which may lead to the suspension or ceasing of our relevant
registration to operate our business or result in regulatory non-compliances and, in turn, adversely

affect our operation and financial results.
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Construction labours may launch industrial actions or strikes to demand for higher wages

and/or shorter working hours

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

adverse impact on our profitability and results of operation.
RISKS RELATING TO THE PUBLIC OFFER
An active trading market of the Shares may not develop

Prior to the Public Offer, there has been no public market for any of the Shares. The initial
Offer Price range for the Offer Shares was the result of negotiations among our Company and
Joint Lead Managers (for themselves and on behalf of the Underwriters). The Offer Price may
differ significantly from the market price for the Shares following the Public Offer. However,
even if approved, being listed on GEM does not guarantee that an active trading market for the
Shares will develop following the Public Offer or that the Shares will always be listed and traded
on GEM. Our Group cannot assure that an active trading market will develop or be maintained
following completion of the Public Offer, or that the market price of the Shares will not fall
below the Offer Price.

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

Upon Listing, the trading volume and market price of our Shares may be affected or
influenced by a number of factors from time to time, including but not limited to, the revenues,
earnings and cash flows of our Group and announcements of new services and/or investments of
our Group, strategic alliances and/or acquisitions, fluctuations in market prices for our Group’s
services or fluctuations in market prices of comparable companies, changes of senior management
of our Group, and general economic conditions. Any such developments may result in large and
sudden changes in the volume and price at which the Shares will trade. There is no assurance that
such developments will or will not occur and it is difficult to quantify the impact on our Group
and on the trading volume and market price of our Shares. In addition, shares of other companies
listed on GEM have experienced substantial price volatility in the past. It is likely that from time
to time, our Shares will be subject to changes in price that may not be directly related to our

Group’s financial or business performance.
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Purchasers of the Offer Shares will experience an immediate dilution and may experience
further dilution if our Company issues additional Shares or other securities in the future

Based on the Offer Price range, the Offer Price is expected to be higher than the net tangible
asset value per Share immediately prior to the Public Offer. Therefore, the purchasers of the Offer
Shares will experience an immediate dilution in unaudited pro forma net tangible asset value to
approximately HK$0.07 per Share and approximately HK$0.08 per Share based on the Offer Price
of HK$0.20 per Offer Share and HK$0.24 per Offer Share respectively. Additional funds may be
required in the future to finance the expansion or new developments of the business and
operations of our Group or new acquisitions. If additional funds are raised through the issuance of
new equity or equity-linked securities of our Company other than on a pro rata basis to existing
Shareholders, the percentage ownership of the Shareholders in our Company may be diluted or
such new securities may confer rights and privileges that take priority over those conferred by the
Offer Shares.

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

The Shares held by the Controlling Shareholders are subject to lock-up beginning on the
date on which trading in the Shares commences on GEM. There is no assurance that our
Controlling Shareholders will not dispose of the Shares held by them. Our Group cannot predict
the effect, if any, of any future sales of the Shares by any substantial shareholder of our Company
or our Controlling Shareholder, or the availability of Shares for sale by any substantial
shareholder or our Controlling Shareholder may have on the market price of the Shares. Sales of a
substantial amount of Shares by any substantial shareholder of our Company or Controlling
Shareholder or the issuance of a substantial amount of new Shares by our Company, or the market
perception that such sales or issuance may occur, could materially and adversely affect the

prevailing market price of the Shares.

Historical dividends may not be indicative of the amount of future dividend payments or our
Company’s future dividend policy

No dividend was paid or declared by our Company during the Track Record Period. On 1
June 2017, members of our Group declared a dividend to their then shareholders in an amount of
approximately HK$9.0 million, of which approximately HK$8.4 million was set off against the
net amount due from director and approximately HK$0.6 million to be settled by cash by internal
resources before Listing. Our Company’s ability to pay dividends or make other distributions to
the Shareholders is subject to the future financial performance and cash flow position of our
Group. Our Company may not be able to distribute dividends to the Shareholders as a result of

the abovementioned factors.

—43 -



RISK FACTORS

Accordingly, our Group’s historical dividend distribution should not be used as a reference
or basis to determine the level of dividends that may be declared and paid by our Group in the
future. Our Group may not be able to record profits and have sufficient funds above its funding

requirements, other obligations and business plans to declare dividends to our Shareholders.

The laws of the Cayman Islands relating to the protection of the interests of minority
shareholders may differ from those in Hong Kong

The corporate affairs are governed by the Memorandum and Articles of Association and by
the Companies Law and common law of the Cayman Islands. The laws of the Cayman Islands
relating to the protection of the interests of minority shareholders may differ in some respects
from those established under statutes or judicial precedent in existence in Hong Kong. This may
mean that the remedies available to our Company’s minority shareholders may be different from
those they would have under the laws of other jurisdictions. A summary of the Companies Law is

set out in Appendix III to this prospectus.
RISKS RELATING TO THE STATEMENTS MADE IN THIS PROSPECTUS
Statistics and facts in this prospectus have not been independently verified

This prospectus includes certain statistics and facts that have been extracted from
Government official sources and publications or other sources. Our Company believes the sources
of these statistics and facts are appropriate for such statistics and facts and has taken reasonable
care in extracting and reproducing such statistics and facts. Our Company has no reason to
believe that such statistics and facts are false or misleading or that any fact has been omitted that
would render such statistics and facts false or misleading. These statistics and facts from these
sources have not been independently verified by our Company, the Sole Sponsor, the Joint Lead
Managers, the Underwriters, any of their respective directors or any other parties involved in the
Public Offer and therefore, our Company makes no representation as to the accuracy or
completeness of these statistics and facts, as such these statistics and facts should not be unduly

relied upon.

Forward-looking statements contained in this prospectus may prove inaccurate and therefore
investors should not place undue reliance on such information

This prospectus contains certain forward-looking statements relating to the plans, objectives,
expectations and intentions of the Directors and our Group. Such forward-looking statements are
based on numerous assumptions as to the present and future business strategies of our Group and
the development of the environment in which our Group operates. These statements involve
known and unknown risks, uncertainties and other factors which may cause the actual financial
results, performance or achievements of our Group to be materially different from the anticipated
financial results, performance or achievements of our Group expressed or implied by these
statements. The actual financial results, performance or achievements of our Group may differ

materially from those discussed in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the GEM Listing Rules for the purpose of giving
information about our Group. Our 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.

OFFER SHARES ARE FULLY UNDERWRITTEN

This prospectus is published solely in connection with the Public Offer and the Listing of
the Offer Shares, which is sponsored by the Sole Sponsor. The Offer Shares are fully underwritten
by the Underwriters under the terms and conditions of the Public Offer Underwriting Agreement.
For further information about the underwriting arrangements, please refer to the section headed
“Underwriting” of this prospectus.

INFORMATION ON THE PUBLIC OFFER

The Offer Shares are offered for subscription solely on the basis of the information
contained and the representations made in this prospectus. No person is authorised in connection
with the Public Offer to give any information, or to make any representation, not contained in this
prospectus. Any information or representation not contained herein shall not be relied upon as
having been authorised by our Company, the Sole Sponsor, the Joint Lead Managers, the
Underwriters, any of our/their respective directors, officers, employees, agents, representatives or
any other person or party involved in the Public Offer. For further details of the Structure of the
Public Offer, including its conditions, please refer to the section headed “Structure and
Conditions of the Public Offer” in this prospectus.

RESTRICTIONS ON SALE AND OFFER OF THE OFFER SHARES

Each person acquiring the Offer Shares will be required to confirm or by his/her/its
acquisition of the Offer Shares will be deemed to confirm that he/she/it is aware of the
restrictions on the offer of the Offer Shares described in this prospectus.

Save as mentioned above, no action has been taken in any jurisdiction other than Hong
Kong to permit an offer or the general distribution of this prospectus. Accordingly, this
prospectus may not be used for the purpose of, and does not constitute, an offer or invitation in
relation to the Public Offer in any jurisdiction or, in any circumstance in which such an offer or
invitation is not authorised, or to any person to whom it is unlawful to make such an offer or
invitation.
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The distribution of this prospectus and the offering of the Offer Shares in other jurisdictions
are subject to restrictions and may not be made except as permitted under any applicable laws,
rules and regulations of such jurisdictions pursuant to registration with or authorisation by the

relevant regulatory authorities as an exemption therefrom.

No invitation may be directly or indirectly by or on behalf of the Company to the public in
the Cayman Islands to subscribe for or acquire any of the Offer Shares. The Public Offer is made
solely on the basis of the information contained and representations made in this prospectus. No
person is authorised in connection with the Public Offer to give any information, or to make any
representation, not contained in this prospectus, and any information or representation not
contained herein must not be relied upon as having been authorised by the Company, the Sole
Sponsor, the Joint Lead Managers, the Underwriters, and any of their respective directors or
affiliates of any of them or any other person and party involved in the Public Offer. The contents
as shown in the website of the Company of www.wbgroupfw.com.hk do not form part of this

prospectus.

Prospective investors for the Offer Shares should consult their financial advisers and take
legal advice as appropriate, to inform themselves of, and to observe the applicable laws, rules and
regulations of any relevant jurisdictions. Prospective investors for the Offer Shares should inform
themselves as to the relevant legal requirements of applying for the Offer Shares and any
applicable exchange control regulations and applicable taxes in the countries of their respective

citizenship, residence or domicile.
APPLICATION FOR LISTING ON GEM

Application has been made to the Listing Division of the Stock Exchange for the listing of,
and permission to deal in, the Shares in issue and to be issued as mentioned in this prospectus.
No part of the share or loan capital of our Company is listed or dealt in on any other stock

exchange and no such listing or permission of dealing is being or is proposed to be sought.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, if the permission for the Shares offered under this prospectus to be listed on GEM has
been refused before the expiration of three weeks from the date of the closing of the Public Offer
or such longer period not exceeding six weeks as may, within the said three weeks, be notified to
our Company for permission by or on behalf of the Listing Division of the Stock Exchange, then
any allotment made on an application in pursuance of this prospectus shall, whenever made, be
void. The Shares are freely transferable. Only securities registered on the branch register of
members of our Company kept in Hong Kong may be traded on GEM unless the Stock Exchange
otherwise agrees. A total of 250,000,000 Shares for subscription, which represent 25% of our
Company’s enlarged issued share capital will be in the hands of the public immediately following
the completion of the Public Offer and upon Listing (assuming the options that may be granted

under the Share Option Scheme are not exercised).
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Pursuant to Rule 11.23(7) of the GEM Listing Rules, at all times after the Listing, our
Company must maintain the “minimum prescribed percentage” of 25% or such applicable
percentage of the issued share capital of our Company in the hands of the public (as defined in
the GEM Listing Rules).

No part of the Shares or the loan capital of our Company is listed, traded or dealt in on any
other stock exchange. At present, our Company is not seeking or proposing to seek listing of, or
permission to deal in, any part of the Shares or loan capital on any other stock exchange.

PROFESSIONAL TAX ADVICE RECOMMENDED

If investors are unsure about the taxation implications of the subscription for, purchase,
holding or disposal of, dealings in, or exercise of any rights in relation to the Offer Shares, they
should consult an expert. It is emphasised that none of our Company, our Directors, the Sole
Sponsor, the Joint Lead Managers, the Underwriters, any of our/their respective directors,
officers, employees, agents, representatives or any other person or party involved in the Public
Offer accepts responsibility for any tax effects on or liabilities of any person resulting from the
subscription for, purchase, holding or disposal of, dealings in, or the exercise of any rights in
relation to the Offer Shares.

HONG KONG BRANCH REGISTER OF MEMBERS AND STAMP DUTY

All the Offer Shares will be registered on the Hong Kong branch share register of members
to be maintained in Hong Kong by Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong. Dealings in the Shares registered on the principal
share registrar of members of our Company maintained by Estera Trust (Cayman) Limited in the

Cayman Islands will not be subject to the Cayman Islands stamp duty.

Dealings in the Shares registered on our Company’s branch register of members maintained

in Hong Kong will be subject to the Hong Kong stamp duty.

Unless determined otherwise by our Company, dividends in respect of Shares will be paid to
the Shareholders by ordinary post, at the Shareholders’ risk, to the registered address of each

Shareholder or if joint Shareholders, to the first-named therein in accordance with the Articles.
SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the approval of the listing of, and permission to deal in, the Shares on GEM and
the 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 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.
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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 advisers.
COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on GEM are expected to commence at 9:00 a.m. on Tuesday, 27 June
2017. The Shares will be traded in board lots of 10,000 each. The stock code for the Shares is
8460. Our Company will not issue any temporary documents of title. Dealings in the Shares on
GEM will be effected by participants of GEM whose bid and offer quotations will be available on
the GEM’s teletext page information system. Delivery and payment for Shares dealt on GEM will
be effected on the second Business Day following the transaction date. Only certificates for
Shares registered on the branch share register of our Company will be valid for delivery in
respect of transactions effected on GEM. If you are unsure about the procedures for dealings and
settlement arrangement on GEM on which the Shares are listed and how such arrangements will
affect your rights and interests, you should consult your stockbroker or other professional

advisers.
STRUCTURE AND CONDITIONS OF THE PUBLIC OFFER

Details of the structure of the Public Offer, including its conditions, are set out in the
section headed “Structure and Conditions of the Public Offer” in this prospectus.

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the Chinese

translation of this prospectus, the English version of this prospectus shall prevail.
ROUNDING

Certain amounts and 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, amount 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 PUBLIC OFFER

DIRECTORS

Name Residential address Nationality

Executive Directors

Ms. Yuen Suk Har No. 43, 1st Street, Chinese
(FIEE) Section C,
Fairview Park,
Yuen Long,
New Territories
Hong Kong
Mr. Lau Chung Ho No. 43, 1st Street, Chinese
(BIHZE) Section C,
Fairview Park,
Yuen Long,
New Territories
Hong Kong
Independent non-executive Directors
Mr. Ng Ki Man Flat G, 27th Floor Chinese
(Se A A Tower 2, Goodrich Garden
9 Leung Tak Street
Tuen Mun

New Territories

Hong Kong
Mr. Iu Tak Meng Teddy Flat A, 18th Floor Chinese
(ARTEE) Fu Chak Yuen

Chi Fu Fa Yuen
18 Chi Fu Road
Pok Fu Lam
Hong Kong

Mr. Chong Kam Fung Flat G, 19th Floor, Block 3A Chinese
(4 0 ) Tierra Verde
33 Tsing King Road
Tsing Yi
New Territories
Hong Kong

Further information about our Directors is disclosed in the section headed ‘“Directors, Senior
Management and Employees” in this prospectus.
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PARTIES INVOLVED IN THE PUBLIC OFFER

Sole Sponsor Frontpage Capital Limited
26th Floor
Siu On Centre
188 Lockhart Road
Wan Chai
Hong Kong
(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the SFO)

Joint Lead Managers and Frontpage Capital Limited

Underwriters 26th Floor
Siu On Centre
188 Lockhart Road
Wan Chai
Hong Kong
(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on

corporate finance) regulated activities under the SFO)

Supreme China Securities Limited

Suite 2701-2, 27/F, Everbright Centre

108 Gloucester Road

Wan Chai

Hong Kong

(A licensed corporation for carrying on type 1
(dealing in securities) regulated activity under
the SFO)

Legal advisers to our Company as to Hong Kong law:
CFN Lawyers in association with Broad and
Bright
Room 4124, 41st Floor
Sun Hung Kai Centre
30 Harbour Road
Wan Chai
Hong Kong
(Solicitors of Hong Kong SAR)
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Legal advisers to the Sole Sponsor and

the Underwriters

Auditor and reporting accountants

Market research consultant

Receiving Bank

as to Cayman Islands law:
Appleby

2206-19 Jardine House

1 Connaught Place

Central

Hong Kong

(Cayman Islands attorneys-at-law)

as to Hong Kong law:

T. S. Chu Lawyers

Room 1003, 10th Floor

Jubilee Centre

46 Gloucester Road

Wan Chai

Hong Kong

(Solicitors of Hong Kong SAR)

HLB Hodgson Impey Cheng Limited
31/F, Gloucester Tower

The Landmark, 11 Pedder Street
Central

Hong Kong

(Certified Public Accountants)

Ipsos Limited

22nd Floor, Leighton Centre
77 Leighton Road
Causeway Bay

Hong Kong

Standard Chartered Bank (Hong Kong) Limited

15/F, Standard Chartered Tower
388 Kwun Tong Road
Kwun Tong, Kowloon

Hong Kong

— 51 -



CORPORATE INFORMATION

Headquarters and principal place of Unit 18, 29th Floor
business in Hong Kong as registered New Tech Plaza

under Part 16 of the Companies 34 Tai Yau Street
Ordinance San Po Kong
Kowloon
Registered office P.O. Box 1350

Clifton House
75 Fort Street
Grand Cayman KY1-1108

Cayman Islands

Company secretary Ms. Yim Sau Ping (E&755f) (HKICPA)
2/F, 596 Wonderland
Tai Po Tau, Tai Wo
New Territories

Hong Kong
Authorised representatives (for the Mr. Lau Chung Ho (#|4H5%)
purpose of the GEM Listing Rules) No. 43, 1st Street,
Section C,

Fairview Park,

Yuen Long,

New Territories

Hong Kong

Ms. Yim Sau Ping (f&75)%#) (HKICPA)
2/F, 596 Wonderland

Tai Po Tau, Tai Wo

New Territories

Hong Kong

Compliance officer Mr. Lau Chung Ho (Z|4H2%)
No. 43, 1st Street,
Section C,
Fairview Park,
Yuen Long,
New Territories
Hong Kong
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Audit committee

Remuneration committee

Nomination committee

Compliance adviser

Cayman Islands principal share
registrar and transfer office

Hong Kong branch share registrar and
transfer office

Mr. Ng Ki Man (5 #) (Chairman)
Mr. Tu Tak Meng Teddy (/AR 7ERE)
Mr. Chong Kam Fung (#E414)

Mr. Tu Tak Meng Teddy (4R1%85) (Chairman)
Mr. Ng Ki Man ( S 4L8)

Ms. Yuen Suk Har (5= &%)

Mr. Chong Kam Fung (E404%)

Ms. Yuen Suk Har (R #EE) (Chairlady)
Mr. Ng Ki Man ( % #f5)

Mr. Tu Tak Meng Teddy (47508 )

Mr. Chong Kam Fung (#E4:05)

Frontpage Capital Limited

26th Floor

Siu On Centre

188 Lockhart Road

Wan Chai

Hong Kong

(A licensed corporation for carrying on type 1
(dealing in securities) and type 6 (advising on
corporate finance) regulated activities under the SFO)

Estera Trust (Cayman) Limited
P.O. Box 1350

Clifton House

75 Fort Street

Grand Cayman KY1-1108

Cayman Islands

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

— 53 —



CORPORATE INFORMATION

Principal bankers

Company’s website address

Dah Sing Bank, Limited
34/F, Everbright Centre
108 Gloucester Road
Hong Kong

The Bank of East Asia, Limited
38th Floor, BEA Tower
Millennium City 5

418 Kwun Tong Road

Kowloon

Hong Kong

Standard Chartered Bank (Hong Kong) Limited
26/F, Standard Chartered Tower

388 Kwun Tong Road

Kwun Tong, Kowloon

Hong Kong

www.wbgroupfw.com.hk

(the information contained in this website does not

form part of this prospectus)
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INDUSTRY OVERVIEW

The information that appears in this section has been prepared by Ipsos and reflects
estimates of market conditions based on publicly available sources and trade opinion
surveys, and is prepared primarily as a market research tool. References to Ipsos should
not be considered as the opinion of Ipsos as to the value of any security or the advisability
of investing in our Company. Our Directors believe that the sources of information
contained in this section are appropriate sources for such information and have taken
reasonable care in reproducing such information. Our Directors have no reason to believe
that such information is false or misleading or that any material fact has been omitted
that would render such information false or misleading. The information prepared by
Ipsos and set out in this section has not been independently verified by our Group, the
Sole Sponsor, the Joint Lead Managers, the Underwriters or any other party involved in
the Public Offer and none of them gives any representations as to its accuracy and the
information should not be relied upon in making, or refraining from making, any

investment decision.

SOURCE OF INFORMATION

We commissioned Ipsos, an independent professional market research company, to assess
the industry development trends, market demand and competitive landscape of foundation
industry, especially foundation subcontracting works, in Hong Kong for the period from 2011 to
2021, at a fee of HK$516,800 and our Directors consider that such fee reflects market rates. Ipsos
is an independent market research company and consulting company which conducts research on
market profiles, market size, share and segmentation analyses, distribution and value analyses,
competitor tracking and corporate intelligence and which has been engaged in a number of market
assessment projects in connection with Public Offer in Hong Kong. Founded in Paris, France in
1975 and publicly-listed on the NYSE Euronext Paris since 1999, Ipsos SA acquired Synovate
Ltd. in October 2011. After the acquisition, Ipsos became one of the largest market research and
consulting companies in the world, which employs over 16,000 personnel worldwide across 87

countries.

The information contained in the Ipsos Report is derived by means of data and intelligence
gathering through: (i) desktop research including Government statistics, journals and financial
reports; and (ii) primary research, including face-to-face and phone interviews with key
stakeholders and industry experts in Hong Kong, such as the Government officials, developers,
main contractors, subcontractors, architects, quantity surveyors, industry experts and associations
in the construction industry in Hong Kong. Information gathered by Ipsos has been analysed,
assessed and validated using Ipsos in-house analysis models and techniques. According to Ipsos,
information gathered can be cross-referenced to ensure accuracy. Nevertheless, we cannot assure
you regarding the accuracy or completeness of the factors, forecasts and statistics in this
prospectus obtained from sources such as Government publications, market data providers and the

Ipsos Report.
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Our Directors believe that the disclosure of future projections and industry data in this
section is not biased or misleading. We believe that the sources of information in this section are
appropriate and we have taken reasonable care in extracting and reproducing this information. Our
Directors confirm that, after taking reasonable care, there has been no adverse change in the
market information since the date of Ipsos Report up to the Latest Practicable Date which may
qualify, contradict or have a material impact on the information in this section.

MACROECONOMIC ENVIRONMENT AFFECTING CONSTRUCTION INDUSTRY IN
HONG KONG

Gross fixed capital formation value in Hong Kong

The gross fixed capital formation value in Hong Kong increased gradually from about
HK$455.3 billion in 2011 to about HK$536.2 billion in 2016, at a CAGR of approximately 3.3%.
The growth in the gross fixed capital formation is attributed to the increasing number of
construction projects, in both general buildings and civil engineering. The on-going and upcoming
construction projects in both public and private sectors are expected to drive the growth of gross

fixed capital formation in Hong Kong.
Other macroeconomic factors affecting the construction industry in Hong Kong
Demand for residential property

The demand of residential property has been robust in recent years. The residential property
price index (1999=100) rose from about 206.2 in 2012 to about 286.1 in 2016, given the high
demand for real estate properties. The Government plans to provide land for approximately
20,000 residential flats every year and a total of about 470,000 housing units for the next 10
years was devised. In addition, the 2015 Policy Address estimates that about 210,000 residential
units will be ready by 2019. Such demand and policies will continue to serve as a main growth

drivers for construction industry in Hong Kong.
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Government policies and regulations affecting the construction industry in Hong Kong
The Land Sale Programme

The Land Sale Programme of 2015 to 2016 is expected to provide around 29 residential
sites to construct 16,000 flats. The aggregate government sites sold in 2014 and 2015 will
supplement residential development space for about 20,300 flats over the expected target of
18,800 flats. Boosted by the Government’s initiatives to increase the supply of residential
buildings, growth in Hong Kong’s construction industry, including building construction,

foundation and site formation works, will be strong.
Initiatives to aid the insufficient labour supply in the construction industry

Under the Supplementary Labour Scheme, employers are permitted to outsource workers
from overseas when faced with labor supply shortages. While foreign workers are permitted to
work in Hong Kong, protocols are also set up to ensure that recruitments first occur locally. Local
workers are guaranteed priority placements to safeguard their employment benefits and
opportunities. Besides, to alleviate the labor shortage in construction industry, approximately
HK$420 million has been allocated to the Construction Industry Council for investing in training
programmes and subsidy schemes to attract the younger generation to join Hong Kong’s

construction labour force.
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MARKET OVERVIEW OF CONSTRUCTION INDUSTRY IN HONG KONG
Gross output value of construction works in Hong Kong

The construction industry in Hong Kong accounted for about 3.3% to 4.7% of the total GDP
from 2010 to 2015. The total gross output value of construction works performed by main
contractors and subcontractors at construction sites in Hong Kong surged from approximately
HK$89.0 billion in 2011 to approximately HK$187.8 billion in 2016, representing a CAGR of
approximately 16.1%. The gross output value of construction works is expected to increase from
about HK$187.8 billion in 2016 to HK$247.6 billion in 2021. The following diagram illustrates
the actual and expected gross output value of construction works performed by main contractors
and subcontractors at construction sites in Hong Kong from 2011 to 2016 and from 2017 to 2021,

respectively.

Gross Output Value of Construction Works Performed by Main Contractors and
Subcontractors at Construction Sites in Hong Kong from 2011 to 2021
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Sources: Census and Statistics Department, HKSAR and Ipsos Report
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The gross output value of the construction works performed by subcontractors experienced a
growth at a CAGR of about 21.5% from 2011 to 2016. This is mainly attributed to the growing
size and complexity of the projects. Large and complex contract packages are awarded to multi-
disciplinary contractors. These main contractors will then subcontract parts of their works to
different subcontractors. With such kind of multilayer outsourcing and subcontracting trend, along
with the positive outlook of Hong Kong’s construction industry, the weight of subcontractor in

the overall construction work is expected to continual grow.
Residential housing and commercial development in Hong Kong

The total number of private residential housing units completed in Hong Kong is around
12,423 in 2015 and is expected to reach to around 18,203 in 2016. The total floor area of private
commercial buildings is expected to reach to around 103,000 m? in 2015 and around 121,000 m?
in 2016. In addition, according to the 2016 Policy Address, the Government will continue to
increase the land used for commercial and economic activity through measure such as converting
suitable Government, Institution or Community sites in core business districts into commercial
use and the development of Kowloon East as an alternative core business district. In addition,
according to 2016-17 Policy Address, the private housing land supply in 2015-16 has a capacity
to produce over 29,000 units, including 19,000 units generated from the 2016-17 Land Sale
Programme and other units generated from railway property development projects, the Urban
Renewal Authority’s projects and private redevelopment and development projects. The continual
efforts the Government put into commercial land use will support the construction industry in

Hong Kong in the next 5 years.
Total investment value in construction projects in Hong Kong

The total investment value in construction projects increased from HK$203.6 billion in 2011
to HK$334.0 billion in 2015 at a CAGR of 13.2% owing to growing costs of construction works.
Higher costs of construction works such as growing costs of raw materials, labour and contract
fee to subcontractors trigger additional charges in construction projects. For instance, the hourly

wage of construction workers grew at a CAGR of approximately 9.7% between 2011 and 2015.
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Major participants in the construction industry in Hong Kong

In Hong Kong, the land owners, property developers, or Government departments are the
major customers of the main contractors in the construction industry. Land owners or property
developers win auctions for the public land sites in order to obtain land ownership, usually for
building projects including residential, commercial, and industrial projects. These projects can be
divided by the nature of construction activity, including site formation, piling, demolition,
erection of architectural superstructure, and structural alteration. These main contractors are
majority in charge of the entire construction projects, and then outsource parts of the construction
works to different subcontractors in accordance with their expertise and specialist knowledge.
Accordingly, multilayer subcontracting is a common practice in Hong Kong’s construction

industry.
Number of workers engaging in construction industry

The total number of workers involved in the construction works industry in Hong Kong
grew from 69,395 in 2011 to 101,982 in 2015, at a CAGR of approximately 10.1%. As the
Government has strived on ascending the affordable housing supply, the demand for building
construction contracting services has subsequently increased the demand for more construction
workers. As the labour shortage and ageing problem have been a common issue in Hong Kong’s
construction industry, the Government has taken actions to increase the construction workers
supply including organising training courses and implementing subsidy scheme to encourage

young people to join the industry.

OVERVIEW OF THE FOUNDATION AND SITE FORMATION INDUSTRY IN HONG
KONG

Foundation works generally include site formation, ELS works, excavation and piling works
and the works usually take place at construction sites and are needed before the construction of

buildings, structures and facilities.

The demand for foundation works depends largely on the demand for construction structures
works, as common foundation works such as drilling and piling are usually conducted once a
construction project commence. Accordingly, the growth of the foundation industry has been
supported by the growth of the construction industry. In 2016, the revenue of Hong Kong’s
foundation industry accounted for about 10.8% of the gross output value performed by main
contractors and subcontractors at local construction sites, suggesting the importance of foundation

works in a construction project.

As mentioned above, multilayer subcontracting is a common practice in Hong Kong’s
construction industry. It is therefore common for main foundation contractors to subcontract their

works to foundation subcontracting service providers.
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Revenue of foundation and site formation industry in Hong Kong

The chart below shows the gross output value (or revenue) of foundation and site formation
industry in Hong Kong between 2011 and 2016 and the forecast from 2017 and 2021:
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Sources: Census and Statistics Department, HKSAR; Ipsos Report

The gross output value of Hong Kong’s foundation contracting industry grew at a CAGR of
9.3% from HK$13.0 billion in 2011 to HK$20.3 billion in 2016 driven by various infrastructure
projects and the housing market. The revenue of the foundation industry is forecasted to increase
at a CAGR of about 3.3% over 2017 to 2021, from HK$23.1 billion to HK$26.3 billion due to the
expected increase in demand for residential and commercial buildings. A slight decrease in
revenue is being recorded in 2016 as some of the foundation works in major infrastructures
projects have already delivered before 2016, while other projects are still in the stage of planning,
such as the northern New Territories new development areas projects. Nevertheless, in the 2016
Policy Address, another housing policy was launched to continue increasing the residential
housing supply including public housing and subsidized sale flats. Moreover, in the 2017 Policy
address, the private sector is expected to produce about 94,000 residential units by 2021. Thus,
the continuous investment in property development is expected to increase the housing supply and

drive the total gross output value of foundation works in Hong Kong during the coming years.

The gross output value of site formation works in Hong Kong increased from approximately
HK$1,102 million in 2011 to approximately HK$2,579 million in 2016, at a high CAGR of
approximately 18.5% driven by the rising number and contract value of projects for civil
engineering and the increasing public expenditure on infrastructure in Hong Kong. It is predicted
that the gross output value of site formation works will grow from HK$2,994 million in 2017 to
HK$3,595 million in 2021, at a CAGR of approximately 4.7%.
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Cost of foundation contracting works

The estimated average fee per foundation work project in Hong Kong increased at a CAGR
of approximately 5.9% from HK$28.9 million to HK$34.3 million between 2011 and 2014.
Labour costs and costs of materials, including steel reinforcement and cement, are the major cost

components for foundation works in Hong Kong.
Average daily wage of construction workers in the foundation contracting industry in Hong Kong

The average foundation worker wage per day has increased at a CAGR of 9.9%, from
HK$842.3 in 2011 up to HK$1,347.5 in 2016. Such increase is mainly due to the labor shortage,
a result of the shrinking number of new construction workers as well as an ageing workforce.
According to the Construction Industry Council’s press release on 16th December 2016, over the
next five years, there is expected to be a shortage of around 10,000 to 15,000 skilled workers in
Hong Kong ‘s construction industry. Hong Kong Construction Industry Employees General Union
also expect an increase in overall construction industry wages over the next year to help retail
current skilled workers and help attract younger workforce as well as new entrants to the
construction industry in the short term. Furthermore, on 20 January 2017, the Labour Department
announced the increase the Statutory Minimum Wage (SMW) rate to HK$34.5 per hour (up from
the current HK$32.5 per hour) that came into effect on 1 May 2017. Together with the current
construction industry labour shortage, aging experienced workforce, slow replacement rate to the
industry, the construction industry council’s on-going efforts to attract more new entrants to the
construction industry, as well as an overall wage increase in Hong Kong, average wage for
construction workers in the foundation industry is expected to continue increasing during the

forecast period.
Price trend of steel reinforcements, Portland cement and H-piles in Hong Kong

The following table sets out the average price trend for major materials used in the

foundation industry in Hong Kong:

Materials 2011 2012 2013 2014 2015 2016

Steel reinforcements

(HKS per tonne) 6,454.1 5,921.6 5,282.2 47775.2 3,723.6 3,514.4
Portland cement

(HKS per tonne) 662.9 690.3 698.5 720.4 739.2 T14.7
H-piles

(HK$ per kilogram) 6.3 5.9 5.5 5.1 4.3 N.A.
Note:
1. Data for the price of H-piles for the year of 2016 will be released at the end of 2016.

Sources: Census and Statistics Department, HKSAR and Ipsos research and analysis
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The average wholesale price of steel reinforcements dropped from about HK$6,454.1 per
tonne in 2011 to about HK$3,514.4 per tonne in 2016, at a CAGR of -11.4%. The average
wholesale price of H-piles in Hong Kong decreased from around HK$6.3 per kilogram in 2011 to
HK$4.3 per kilogram in 2015, at a CAGR of about -9.1%.

The decrease in the average wholesale price for steel reinforcements and H-piles was
attributed to the decrease in downstream industries’ demand for steel production and H-piles
during this period due to difficulty in financing caused by the deteriorating European economy
and China’s monetary tightening policies, and the global drop in demand for new construction
work, paired with oversupply of steel. Due to the previous oversupply of steel production from
China pushing down global steel prices, China’s state council announced in November of 2016
that China will reduce crude steel output by 100 million tonnes to 150 million tonnes by 2020
according to the Ministry of Industry and Information Technology’s 2016-2020 plan for updating
the steel sector. As the largest steel producing country accounting for 50% of world steel
production, a reduction in up to 10% of the global steel supply during this period is expected to
bring prices of steel products up within the forecast period.

The average wholesale price of Portland cement in Hong Kong increased from about
HK$662.9 per tonne in 2011 to about HK$714.7 per tonne in 2016, at a CAGR of about 1.5%.
The price has been slowly increasing at a relatively stable rate between 2011 and 2015, and
dropped in 2016. Such decrease was attributable to the falling prices offered by the cement
companies in China under the backdrop of the slowdown in economy with lower expected
infrastructure investment. Cement prices are expected to remain stable over the forecast period
with an outlook of minor price increment due to increasing demand from the property market in
China.

Concentration of customers in the subcontracting and sub-subcontracting segments

The overall construction industry is characterized by its large numbers of subcontractors and
sub-subcontractors. In the foundation and site formation subcontracting and sub-subcontracting
segments, the majority are small to medium sized companies, who may possess limited resources,
both in specialized machinery, construction materials and skilled manpower. Foundation and site
formation projects are generally large scale and labor-intensive. It is common for small to medium
sized subcontractors or sub-subcontractors to focus on a few projects concurrently, due to limited
specialized resources, which restrict the scale and complexity of projects they can undertake. As a
result, many players focus on a few projects and have a limited customer base, which
consequently leads to the industry norm of high customer concentration. According to the Ipsos
Report, it is not uncommon that the top five customers generate over 80% of a subcontractor’s

revenue, with one main customer sometimes representing over 50% of the revenue.
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COMPETITIVE LANDSCAPE OF THE FOUNDATION CONTRACTING INDUSTRY IN
HONG KONG

Industry structure

According to the Ipsos Report, there were an estimated aggregate of approximately 500
foundation main contractors and subcontractors in Hong Kong as of May 2017. The foundation
industry in Hong Kong is fairly consolidated. The top five players are all main contractors, with
revenue each ranged from approximately HK$1,182.8 million to HK$3,504.0 million and in
aggregate had a market share of approximately 48.2% for 2015 in terms of revenue. As for the
foundation subcontractors, the top five foundation subcontractors had revenue each ranged from
approximately HK$308.3 million to HK$634.4 million and in aggregate had a market share of

approximately 9.4% for 2015 in terms of revenue.
Positioning of our Group in Hong Kong

Our Group, as one of the foundation subcontractors in the foundation and site formation
industry, recorded approximately HK$75.3 million of revenue in 2015, which accounted for
approximately 0.3% of the total market share of the foundation and site formation industry in
Hong Kong for 2015 in terms of revenue according to the Ipsos Report. Due to the lack of
sufficient publicly available information, our ranking in the foundation and site formation industry

in Hong Kong was not provided in the Ipsos Report.
Factors of competition

Established strategic relationships with customers, subcontractors, raw material suppliers and

workers

Maintaining strategic relationships with its customers, subcontractors and raw material
suppliers increase the competitiveness of a foundation contractor. For instance, main contractors
tend to outsource their projects to subcontractors whom they have previously collaborated with.
Besides, maintaining good customer relationships increases the probability to win project
quotations for foundation contractors while long-term business relationships with raw material
suppliers and subcontractors provide more flexibility in price negotiation and resources allocation
for foundation contractors. In addition, strategic employment relationships are crucial to retain

skilled labor as well.
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Past experience in foundation works project management and technical expertise

Past experience in foundation project management and technical expertise are the essential
factors to meet project timeline, quality and budget. Potential problems would be more
foreseeable if the project management team are more experienced with the foundation works. The
experience of the contractor also determined the capability to source and to allocate the resources
effectively and efficiently. Foundation contractors with higher flexibility in sourcing and
allocating resources are more capable of meeting the project timeline and requirements.

Therefore, they are more likely to win foundation project quotations.
Industry reputation and proven track record

Reputable service providers with a high credibility are able to retain their customers. These
can be maintained by providing a proven track record, ensuring the customers with their
reliability and experience in completing foundation works. In addition to the good reputation with
track record, foundation contractors with proven safety records are also considered as the
competitive ones. Proven safety records would shows that they are more capable to avoid

accidents and minimise the casualties
Competitive project pricing

Foundation contractors who are able to offer lower price for their services in the market are
more competitive to the customers. Competitive pricing strategies serve as a differentiation for the
contractors, as well as enhancing their market position in the foundation industry. Hence,
foundation contractors that can offer high quality foundation works at competitive price are able
to differentiate themselves from their competitors.

Entry barriers for the foundation subcontracting industry in Hong Kong

The foundation subcontracting industry in Hong Kong has moderately high entry barriers.

Specific entry barriers are set forth below:
Proven practical industry experience and established reputation

In general, customers of foundation works will first evaluate on contractor’s ability to meet
the technical, safety, time and budget requirements of a project. They will then award the
quotations to the most capable contractor. Accordingly, the practical industry experience is one of
the entry barriers of the foundation industry in Hong Kong. Therefore, new entrants with little
foundation work track record would not have enough proven project management and work
experience to support their capabilities during the project quotations. New entrants without
sufficient practical experiences might find it challenging to obtain technical qualifications and

therefore it is difficult to enter into the industry.
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Sufficiency of initial capital

The foundation subcontractors are able to increase their flexibilities in meeting different
requirements of different projects if they possess their own specialised machineries, which in turn
requires a substantial amount of capital investment. Accordingly, such requirement of investment

in purchasing specialised machineries create an entry barrier into the industry.
Market drivers of the foundation subcontracting industry in Hong Kong
The rising population and the Government’s plans to increase local housing supply

The Hong Kong population has been increasing and it will potentially reach 8.6 million in
2036. The rising population will boost the demand for residential buildings and so there will be
more renovation and construction projects of private and public residential buildings. The
Government has taken initiatives to increase the housing supply. For instance, the 2013 and 2014
Policy Address has enabled 150 sites reserved for the construction of residential units in Hong
Kong, which could potentially provide 210,000 public and private housing units. Also, according
to 2016 Policy Address, the statutory planning procedure for 46 of these sites have been
completed, which is capable of producing 41,000 flats. Such plans have raised and will
undoubtedly raise the number of works for contractors and subcontractors.

Threats to the foundation subcontracting industry in Hong Kong
Skilled labor shortage and aging workforce

The ageing workforce and the decreasing number of youngsters joining the construction and
foundation industries have led to the problem of labor shortage. As per the information provided
by CIC, there are approximately 41.6% of the 356,083 registered workers who have been in the

construction industry for more than 10 years were aged over 50 in August 2015.

Adding on with the large scale construction projects in Macau and China, the problem of
labor shortage has been becoming more serious. The main reason for that is because the salary
offered by the construction industry in Macau and China is relatively higher, so there was a labor-
shift and this labor problem will further delay the projects of the foundation construction industry
in Hong Kong.
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Increasing operation costs

Growing operation costs and its upward trend were observable in the foundation industry in
Hong Kong due to the rising cost of labor. For example, as mentioned above in this section, the
average daily wage of construction workers in the foundation contracting industry in Hong Kong
has increased at a CAGR of 9.9%, from HK$842.3 in 2011 to HK$1,347.5 in 2016. According to
the Construction Industry Council’s press release on 16th December 2016, over the next five
years, there is expected to be a shortage of around 10,000 to 15,000 skilled workers in Hong
Kong’s construction industry. Hong Kong Construction Industry Employees General Union also
expect an increase in overall construction industry wages over the next year to help retain current
skilled workers and help attract younger workforce as well as new entrants to the construction
industry in the short term. Furthermore, on 20 January 2017, the Labour Department announced
the increase the Statutory Minimum Wage (SMW) rate to HK$34.5 per hour (up from the current
HK$32.5 per hour) that came into effect on 1 May 2017. Together with the current construction
industry labour shortage, aging experienced workforce, slow replacement rate to the industry, the
construction industry council’s on-going efforts to attract more new entrants to the construction
industry, as well as an overall wage increase in Hong Kong, average wage for construction

workers in the foundation industry is expected to continue increasing during the forecast period.
Our competitive strengths

Please refer to the section headed “Business — Our competitive strengths” for detailed

discussion.
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This section sets out summaries of the relevant laws and regulations which are relevant to

our business.

CONSTRUCTION WORKERS REGISTRATION ORDINANCE (CHAPTER 583 OF THE
LAWS OF HONG KONG)

The Construction Workers Registration Ordinance provides for, among other things, the
registration of construction workers and the regulation of construction workers personally
carrying out construction work. Under the Construction Workers Registration Ordinance, a person
shall not personally carry out construction work on a construction site unless the person is a
registered construction worker of the Registrar of Construction Workers. Likewise,
subcontractors, among others, of the construction site are required to employ only registered

construction workers.

Under the Construction Workers Registration Ordinance, a subcontractor, in relation to a
principal contractor, is defined as any person who enters into a contract with another person
(whether or not the principal contractor) to undertake all or any part of the construction work that
the principal contractor has undertaken). Our Group is considered a subcontractor of our projects
and is required to only employ registered construction workers to personally carry out

construction works for our projects.

Any person who employs a person who is not a registered construction worker to personally
carry out construction work on a construction site shall be guilty of an offence and shall be liable

on conviction to a maximum fine of HK$50,000.

The Construction Workers Registration Ordinance also contains a “designated workers for
designated skills” provision, which provides that only registered skilled or semi-skilled workers
of designated trade divisions are permitted to carry out construction works on construction sites
relating to those trade divisions independently. Unregistered skilled or semi-skilled workers are
only allowed to carry out construction works of designated trade divisions (i) under the
instruction and supervision of registered skilled or semi-skilled workers of relevant designated
trade division(s); (ii) in proposed emergency works (i.e. construction works which are made or
maintained consequential upon the occurrence of emergency incidents); or (iii) in small-scale

construction works (e.g. value of works not exceeding HK$100,000).

Stage 1 of the “designated workers for designated skills” provision, of which ‘“designated
works” will include construction, re-construction, addition, alternation and building services
works, shall be implemented with immediate effect from 1 April 2017. Upon implementation of
Stage 1 of the “designated workers for designated skills” provision pursuant to the Construction
Workers Registration Ordinance, registered skilled and semi-skilled workers for designated trade
divisions shall be included as registered construction workers of the Register of Construction
Workers, and accordingly, subcontractors of construction sites are required to employ only
registered skilled and semi-skilled workers for designated trade divisions to carry out construction

works on construction sites relating to those trade divisions independently.
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As at the Latest Practicable Date, all of our site staff carrying out construction works on our
construction sites were registered as registered construction workers under the Construction
Workers Registration Ordinance.

FACTORIES AND INDUSTRIAL UNDERTAKINGS ORDINANCE (CHAPTER 59 OF THE
LAWS OF HONG KONG)

Industrial undertakings, which include construction work, are subject to the Factories and
Industrial Undertakings Ordinance, and any person or body corporate having the management or
control of the business carried on in an industrial undertaking is required to comply with the
Factories and Industrial Undertakings Ordinance and provide for the safety and health protection

to workers in the industrial undertaking.

Under the Factories and Industrial Undertakings Ordinance, it is the duty of a proprietor of
an industrial undertaking (namely the person or body corporate having the management or control
of the business carried on in an industrial undertaking) to ensure, so far as is reasonably
practicable, the health and safety at work of all persons employed by it at the industrial
undertaking. The duties of a proprietor include: (i) providing and maintaining plant and work
systems that do not endanger safety or health; (ii) making arrangements for ensuring safety and
health in connection with the use, handling, storage and transport of articles and substances; (iii)
providing all necessary information, instructions, training and supervision for ensuring safety and
health; (iv) providing and maintaining safe access to and egress from the workplaces; and (v)

providing and maintaining a safe and healthy working environment.

A proprietor who contravenes any of these requirements willfully and without reasonable
excuse commits an offence and could be held liable to a fine of HK$500,000 and to imprisonment
for 6 months. As our operations encompass the management or control of industrial undertakings
for the time being of our projects, our Group may be considered a proprietor under the Factories
and Industrial Undertakings Ordinance and as such any breach of our duties under the Factories
and Industrial Undertakings Ordinance may constitute an offence and result in our Group being
liable to a fine of HK$500,000.

Further, as our project team is responsible for the on-site supervision and inspection works
of our projects, members of our project team are required to carry with their persons valid Green
Cards or an equivalent document in accordance with the Factories and Industrial Undertakings

Ordinance while carrying out such on-site supervision and inspection works.
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Pursuant to section 6BA of the Factories and Industrial Undertakings Ordinance, persons
employed by industrial undertakings engaging in construction work must attend a relevant safety
training course recognised under the Factories and Industrial Undertakings Ordinance and be
issued a Green Card for attendance of such safety training course. On and after the appointed day
(as defined in the Factories and Industrial Undertakings Ordinance) it shall be the duty of every
relevant person employed at an industrial undertaking engaging in construction work who has
been issued a relevant Green Card which has not expired to, among other things, carry with his
person the Green Card or an equivalent document while at work at the undertaking, and it is the
duty of every proprietor of an industrial undertaking engaging in construction work not to employ
at the undertaking a relevant person who has not been issued a relevant Green Card or whose
relevant Green Card has expired. A Green Card shall expire between 1 to 3 years after the day on

which the certificate was issued.

Any proprietor who contravenes section 6BA commits an offence and is liable to a fine of
HK$50,000. However, it shall be a defence for an offence contrary to section 6BA for the
proprietor to show that it believed, and that it was reasonable for it to believe, that the relevant
person to whom the offence relates had been issued with a relevant Green Card and that it had not

expired.

We are also required to comply with subsidiary regulations of the Factories and Industrial
Undertakings Ordinance such as the Construction Sites (Safety) Regulation. The Construction
Sites (Safety) Regulation provides for, among others, (i) the prohibition of employment of persons
under 18 years of age on construction sites (save for certain exceptions); (ii) maintenance and
operation of construction plants (including any plant, equipment, gear, machinery, apparatus, or
appliance, or any part thereof) used or intended to be used for the purpose of construction work;
(iii) the duty of a contractor responsible for a construction site to ensure the safety of the place of
construction work; (iv) the duty of a contractor responsible for a construction site to take
adequate steps to prevent falls; and (v) provision of first aid facilities.

Rules arising from the Construction Sites (Safety) Regulation carry different levels of
penalty and any person or body corporate who contravenes or fails to comply with a rule under
the Construction Sites (Safety) Regulation commits an offence and may be liable to a fine
corresponding to that rule. A contractor found guilty of an offence could be held liable to a fine
of up to HK$200,000 and imprisonment up to 12 months.
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OCCUPATION SAFETY AND HEALTH ORDINANCE (CHAPTER 509 OF THE LAWS
OF HONG KONG)

As our operations involve industrial workplaces such as construction sites and our workers
may be exposed to injuries whilst carrying out construction work, our Group is subject to the
Occupational Safety and Health Ordinance. Our project team is also responsible for providing
safety and health protection to employees in workplaces, both industrial and non-industrial in
accordance with the Occupational Safety and Health Ordinance.

Employers must as far as reasonably practicable ensure the safety and health in their
workplaces by: (i) providing and maintaining plant and work systems that do not endanger safety
or health; (ii) making arrangement for ensuring safety and health in connection with the use,
handling, storage or transport of plant or substances; (iii) providing all necessary information,
instruction, training, and supervision for ensuring safety and health; (iv) providing and
maintaining safe access to and egress from the workplaces; and (v) providing and maintaining a

safe and healthy work environment.

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

and to imprisonment for 6 months.

The Commissioner for Labour may also issue improvement notices against non-compliance
of this Ordinance or the Factories and Industrial Undertakings Ordinance or suspension notice
against activity of workplace which may create imminent hazard to the employees. Failure to
comply with such notices constitutes an offence punishable by a fine of HK$200,000 and
HK$500,000 respectively and imprisonment of up to 12 months.

OCCUPIERS LIABILITY ORDINANCE (CHAPTER 314 OF THE LAWS OF HONG
KONG)

Our Group has leased several properties and is considered to be the occupier of such
properties under the Occupiers Liability Ordinance. As such, we are required to comply with the
Occupiers Liability Ordinance, which regulates the obligations of a person or business occupying
or having control of the premises on which injury resulting to persons or damage has been caused
to goods or other property lawfully on the premises. For details of the properties we leased,

please refer to the section headed “Business — Properties”.

The Occupiers Liability Ordinance imposes a common duty of care on an occupier of a
premises to take such care so as to ensure that any person will be reasonably safe in using the

premises for the purposes for which he is invited or permitted by the occupier to be there.
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WASTE DISPOSAL ORDINANCE (CHAPTER 354 OF THE LAWS OF HONG KONG)

The nature of our business operations creates significant solid and chemical waste, and as a

construction waste producer we are subject to the Waste Disposal Ordinance.

Section 16B of the Waste Disposal Ordinance strictly prohibits depositing construction
waste disposal on private lots, unless (i) the total area of the lot on which the construction waste
has been deposited does not exceed 20 sq.m.; or (ii) the sole or all of the owners of the private lot
has given valid permission for the depositing of construction waste on the lot. Such permission
must be in the specified form under section 16C and must bear an acknowledgement by the
Director of the Environmental Protection Department. Such acknowledgement must be submitted
to the Environmental Protection Department at least 21 days before the intended date on which

the depositing activity is to commence.

Any person who, except under and in accordance with an authorisation, does, causes or
allows another person to do anything for which such authorisation is required, commits an offence
and is liable to a fine of HK$200,000 and to imprisonment for 6 months for the first offence, and
to a fine of HK$500,000 and to imprisonment for 2 years for a second or subsequent offence.

The Construction Waste Disposal Charging Scheme has been established by the Waste
Disposal (Charges for Disposal of Construction Waste) Regulation, pursuant to which all
construction waste to be disposed of in government waste disposal facilities carry respective
construction waste disposal charges. As a construction waste producer, we are required to, prior
to using government waste disposal facilities, pay applicable charges for such disposal.
Construction waste is defined as any substance, matter or thing that is generated from
construction work and abandoned, whether or not it has been processed or stockpiled before

being abandoned.

For contracts with a value of HK$1 million or above, it is the duty of the main contractor
who undertakes construction work under a particular contract, within 21 days of the award of the
contract, to establish a billing account with the Environmental Protection Department in respect of
that contract and pay the prescribed charges for construction waste generated from works
thereunder. For contracts with a value less than HKS$1 million, any person, including a
subcontractor, may establish the account and make arrangements for the disposal of construction

waste.

Under the Waste Disposal (Chemical Waste) (General) Regulation, any waste producer who
produces or causes chemical waste to be produced is required to register as a chemical waste
producer with the Environmental Protection Department. Chemical waste must be properly
packaged, labelled and stored by chemical waste producers before transportation to designated

disposal facilities by a licensed chemical waste collector.
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Prior notification must be given to the Environmental Protection Department by us as a
waste producer of the chemical waste, and the disposal must be in accordance with the directions
issued by the Environmental Protection Department specifying the appropriate disposal facility for
the waste and the date and time when the delivery of such waste should be made. Any person
authorised to be the applicant on our behalf as a body corporate who fails to register as a
chemical waste producer commits an offence and is liable on conviction to a fine of HK$200,000

and to imprisonment for 6 months.
DUMPING AT SEA ORDINANCE (CHAPTER 466 OF THE LAWS OF HONG KONG)

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

Under the Dumping at Sea Ordinance, a person who except under and in accordance with a
permit, does anything or causes or allows another person to do anything for which a permit is
needed commits an offence and is liable on conviction to a fine of HK$200,000 and to
imprisonment for 6 months on a first conviction; and to a fine of HK$500,000 and to
imprisonment for 2 years on a second or subsequent conviction; and in addition, to a further fine
of HK$100,000 for each day if the court is satisfied that the operation has continued.

IMMIGRATION ORDINANCE (CHAPTER 115 OF THE LAWS OF HONG KONG)

As a subcontractor, our Group is responsible for the control of the construction sites of our
projects, and as such we are required to comply with the Immigration Ordinance. Under section
38A of the Immigration Ordinance, we are prohibited from recruiting illegal workers and are
required to employ only lawfully employable workers to carry out works on our construction
sites. Our subcontractors, whom may also be considered construction site controllers, are also
required them to comply with section 38A of the Immigration Ordinance. A construction site
controller is defined as a principal or main contractor and includes any subcontractor, owner,

occupier or other person who has control over or is in charge of a construction site.

Under section 38A of the Immigration Ordinance, a construction site controller should
prevent (i) illegal immigrants from being on the construction site; and (ii) persons who are not
lawfully employable, as defined under the Immigration Ordinance, from taking employment on

the construction site.

Any construction site controller who contravenes section 38A of the Immigration Ordinance
may be held liable upon conviction of a fine of HK$350,000. However, it is a defense in
proceedings for an offence under section 38A for the construction site controller to prove that it
took all practicable steps to prevent illegal immigrants from being on the construction site and/or

persons who are not lawfully employable from taking employment on the construction site.
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PNEUMOCONIOSIS AND MESOTHELIOMA (COMPENSATION) ORDINANCE
(CHAPTER 360 OF THE LAWS OF HONG KONG)

The Pneumoconiosis and Mesothelioma (Compensation) Ordinance establishes the
Pneumoconiosis Compensation Fund, which consists of monies received from the government
and the relevant levies, surcharges and penalties received from contractors in relation to
pneumoconiosis and mesothelioma. The Pneumoconiosis Compensation Fund is administered by
the Pneumoconiosis Compensation Fund Board, a statutory body responsible for assessing and
collecting the imposed levies and compensating persons suffering from pneumoconiosis and/or
mesothelioma and/or family members of persons who died of pneumoconiosis and/or

mesothelioma.

Under the Pneumoconiosis and Mesothelioma (Compensation) Ordinance, we are required to
pay a levy for any construction operations carried out by us in Hong Kong with a total value
exceeding HK$1 million, at a rate of 0.15% of the total value of the construction operations

concerned.

AIR POLLUTION CONTROL ORDINANCE (CHAPTER 311 OF THE LAWS OF HONG
KONG)

The Air Pollution Control Ordinance and its subsidiary regulations regulate the emission of
air pollutants and noxious odour from construction, industrial and commercial activities and other

polluting sources in Hong Kong.

The Air Pollution Control Ordinance provides that the owner of any premises, which
includes a contractor who has possession of a site for the purposes of construction work, used for
the conduct of any process specified in the Air Pollution Control Ordinance shall use the best
practicable means for preventing the emission of noxious or offensive emissions from such

premises.

In addition, the Air Pollution Control Ordinance requires that building works involving
asbestos must be conducted only by registered asbestos contractors and under the supervision of
registered asbestos consultants. Any owner of premises which contain or may reasonably be
suspected of containing asbestos containing material and/or who intends to carry out work which
involves the use or handling of any asbestos containing material in the premises must engage a
registered asbestos consultant to carry out an investigation, prepare an asbestos management plan
and monitor the implementation of the asbestos management plan and hire a registered asbestos

contractor to implement the asbestos management plan and carry out the work.
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Any owner of premises who fails to appoint a registered asbestos consultant to carry out an
investigation, prepare an asbestos management plan or monitor the implementation of the asbestos
management plan commits an offence and is liable to a fine of HK$200,000 and to a further fine
of HK$5,000 for each day during which it is proved that the offence has continued. Any owner of
premises who fails to appoint a registered asbestos contractor to implement an asbestos abatement
plan or carry out work commits an offence and is liable to a fine of HK$200,000 and to
imprisonment for 6 months and to a further fine of HK$20,000 for each day during which it is

proved that the offence has continued.

Under the Air Pollution Control (Construction Dust) Regulation (Chapter 311R of the Law
of Hong Kong), we are responsible, as a contractor for a construction site where notifiable work
is proposed to be carried out, for giving notice to the Environmental Protection Department before
the commencement of the work. Example of notifiable works include (i) site formation; (ii)
reclamation; (iii) demolition of a building; (iv) construction of the foundation of a building; or (v)

construction of the superstructure of a building.

It is the responsibility of the contractor for a construction site where a notifiable work is
being carried out, to ensure that the work is carried out in accordance with the specified dust
control requirements as under the Air Pollution Control (Construction Dust) Regulation (Chapter
311R of the Law of Hong Kong). A contractor under the Air Pollution Control (Construction
Dust) Regulation (Chapter 311R of the Law of Hong Kong) is defined as any person or firm
engaged in carrying out construction work by way of trade or business, either on his own account

or pursuant to a contract or arrangement entered into with another person or firm.

Any contractor who contravenes the notification requirement under the Air Pollution Control
(Construction Dust) Regulation (Chapter 311R of the Law of Hong Kong) commits an offence
and is liable on conviction to a fine of HK$25,000 for the first offence and to a fine of
HK$50,000 for a second or subsequent offence. Any contractor who contravenes the dust control
requirements under the Air Pollution Control (Construction Dust) Regulation (Chapter 311R of
the Law of Hong Kong) commits an offence and is liable on conviction to a fine of HK$50,000
for the first offence and to a fine of HK$100,000 and to imprisonment for 3 months for a second
or subsequent offence, and in addition, if the offence is continuing, to a fine of HK$10,000 for

each day during which the offence continues.

However, notifiable works do not include certain types of construction works, such as
renovation, maintenance and alteration work carried out entirely within the external walls and
under the roof of a building, and do not require prior notification to the Environmental Protection
Department before the commencement of the work or compliance with the specified dust control

requirements.
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AIR POLLUTION CONTROL (NON-ROAD MOBILE MACHINERY) (EMISSION)
REGULATION (CHAPTER 311Z OF THE LAWS OF HONG KONG)

The NRMM Regulation came into effect on 1 June 2015 to introduce regulatory control on
the emissions of non-road mobile machinery (“NRMM”), including non-road vehicles and
regulated machines that are subject to the NRMM Regulation (the “Regulated Machines”).

Unless exempted, NRMMs which are regulated under this provision are required to comply
with the emission standards prescribed under this regulation. Under section 5 of the NRMM
Regulation, starting from 1 December 2015, only approved or exempted NRMMs with a proper
label are allowed to be used in specified activities and locations including construction sites.
However, existing NRMMs which are already in Hong Kong on or before 30 November 2015 will
be exempted from complying with the emission requirements pursuant to section 11 of the
NRMM Regulation.

Under section 5 of the NRMM Regulation, any person who uses causes to be used a
Regulated Machine in specified activities or locations without (i) exemption or the EPD’s
approval is liable to a fine of up to HK$200,000 and imprisonment for up to six months, and (ii)

a proper label is liable to a fine of up to HK$50,000 and imprisonment for up to three months.

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

retirement age for NRMMs across the board.

As at the Latest Practicable Date, our Group has obtained approval or exemption for all

Regulated Machines in accordance with the relevant requirement.
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NOISE CONTROL ORDINANCE (CHAPTER 400 OF THE LAWS OF HONG KONG)

The Noise Control Ordinance controls the noise generated from construction, industrial and
commercial activities. As a contractor, our Group is required to comply with the Noise Control
Ordinance in carrying out general construction works. For construction activities that are to be
carried out during restricted hours, construction noise permits are required from the

Environmental Protection Department in advance.

Under the Noise Control Ordinance, noisy construction work and the use of powered
mechanical equipment in populated areas are not permitted between 7 p.m. and 7 a.m. or at any
time on general holidays, unless with a construction noise permit and the prior approval of the

Noise Control Authority.

Any person who carries out noisy construction work without a construction noise permit
commits an offence and shall be liable to a fine of HK$100,000 on the first conviction and to a
fine of HK$200,000 on a second or subsequent conviction and in any case to a fine of
HK$20,000 for each day during which the offence continues.

WATER POLLUTION CONTROL ORDINANCE (CHAPTER 358 OF THE LAWS OF
HONG KONG)

The Water Pollution Control Ordinance regulates, among other things, the discharge of
wastewater generated from construction activities into sewers or elsewhere in Hong Kong. As our
operations generate wastewater, our Group is required to observe and comply with the Water

Pollution Control Ordinance.

Under the Water Pollution Control Ordinance, discharge of wastewater generated from
construction activities into sewers or elsewhere is not permitted unless (i) the discharge is
exempted by the Environmental Protection Department; (ii) a license has been issued by the
Environmental Protection Department and the discharge complies with the terms and conditions of
the license; or (iii) an application for the discharge has been made to the Environmental
Protection Department and the applicant has not been notified of a refusal to grant a license.

Generally, the Environmental Protection Department shall grant a license for the discharge
of wastewater generated from construction activities into sewers or elsewhere unless, for example,
the discharge endangers or is likely to endanger public health or is likely to be harmful to the
health or safety of any person engaged in the operation or maintenance of a drainage or sewerage

system.

A license shall expire not less than 2 years after the day it was granted, and the
Environmental Protection Department may renew any license for a period of less than 2 years,

cancel or vary the license thereafter.
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PUBLIC HEALTH AND MUNICIPAL SERVICES ORDINANCE (CHAPTER 132 OF THE
LAWS OF HONG KONG)

The Public Health and Municipal Services Ordinance regulates, among other things,
activities that are carried out in Hong Kong that may be considered a nuisance or injurious or

dangerous to health.

Under the Public Health and Municipal Services Ordinance, the Environmental Protection
Department may cause a nuisance notice to be served on any contractor of construction works if,
for example, any premises on which the construction works are taking place has been found to be
in such a state as to be a nuisance or injurious or dangerous to health, or if the emission of dust
from any building under construction or demolition has been found to be in such a manner as to
be a nuisance. The nuisance notice shall require the person on whom the notice is served to do
what is necessary for preventing the recurrence of the nuisance and, if the Environmental

Protection Department thinks it desirable, specify any works to be executed for that purpose.

Any person by reason of whose act, default or sufferance the nuisance arose or continues,
or, if that person cannot be found, the occupier or owner of the premises on which the nuisance
exists, who does not observe and comply with the nuisance notice could be held liable, where the
premises is found to be in such a state so as to be a nuisance and injurious to health, or where the
emission of dust from any building under construction or demolition is found to be in such a
manner so as to be a nuisance, to a fine of up to HK$10,000 and a daily fine of HK$200.

Additionally, any accumulation of water on any premises found to contain mosquito larvae
or pupae is actionable under the Public Health and Municipal Services Ordinance with a
maximum penalty of HK$25,000 upon conviction and a daily fine of HK$450. Any accumulation
of refuse which is a nuisance or injurious to health is actionable under the Public Health and
Municipal Services Ordinance, with a maximum penalty of HK$10,000 upon conviction and a
daily fine of HK$200.

It is the responsibility of the contractor of construction works to observe and comply with

the Public Health and Municipal Services Ordinance.
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ENVIRONMENTAL IMPACT ASSESSMENT ORDINANCE (CHAPTER 499 OF THE
LAWS OF HONG KONG)

The Environmental Impact Assessment Ordinance seeks to minimise and control the adverse
impact that certain projects in Hong Kong, such as large-scale industrial activities, may have on
the environment, through an environmental impact assessment process and environmental permit

system prior to commencement of the operations.

Under the Environmental Impact Assessment Ordinance, designated projects must be (i)
exempted by the Environmental Protection Department; or (ii) approved and an environmental
permit has been issued by the Environmental Protection Department before commencement of the
project. For the approval of a designated project which will cause limited impacts on the
environment, an application for an environmental permit may be made directly with the
Environmental Protection Department. For other projects, an application for an environmental
permit made to the Environmental Protection Department must be accompanied with an

environmental impact assessment report.

Any person who constructs or operates a designated projected or decommissions a
designated project without an environmental permit for the project or contrary to the conditions,
if any, set out in the permit, could be held liable (i) on a first conviction on indictment to a fine
of HK$2,000,000 and to imprisonment for 6 months; (ii) on a second or subsequent conviction on
indictment to a fine of HK$5,000,000 and to imprisonment for 2 years; (iii) on a first summary
conviction to a fine at HK$100,000 and to imprisonment for 6 months; (iv) on a second or
subsequent summary conviction to a fine of HK$1,000,000 and to imprisonment for 1 year, and in
any case where the offence is of a continuing nature, a fine of HK$10,000 for each day on which
the offence has continued.

BUILDINGS ORDINANCE (CHAPTER 123 OF THE LAWS OF HONG KONG)

The Buildings Ordinance regulates the planning, design and construction of buildings and
associated works. It provides that before to the commencement of any building works: (i) prior
approval and consent from the Building Authority must be obtained; (ii) authorised persons, such
as architects, engineers and surveyors registered under the Buildings Ordinance, must be
appointed to coordinate the works, prepare and submit plans for the approval from the Building
Authority; (iii) registered professionals must be appointed to design and supervise the works; and

(iv) registered contractors must be appointed to carry out the works.
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Section 14(1) of the Buildings Ordinance provides that no person shall commence or carry
out any building works, including site formation works and foundation works, without having
obtained such prior approval and consent from the Building Authority and such proper
appointments. According to section 41(3) of the Buildings Ordinance, building works (other than
draining works, ground investigation in the scheduled areas, site formation works and minor
works) in any building are exempt from the requirement for approval and consent from the

Building Authority if the works do not involve the structure of the building.

If the building works are within the purview of section 41(3), the works must further
comply with the building standards specified in the relevant Building Regulations empowered
under the Buildings Ordinance. The Buildings Ordinance further requires that any authorised
person of the buildings works must be appointed by the ultimate beneficiary of the works, the

employer of the works or the contractor.
THE SUBCONTRACTOR REGISTRATION SCHEME

A main contractor involved in public works contracted to them involving structural works,
finishing works and/or electrical and mechanical works under the Primary Register of the
Subcontractors Registration Scheme of the Construction Industry Council shall only engage
subcontractors who are registered under the Subcontractors Registration Scheme of the

Construction Industry Council.

Subcontractors which are involved in, among others, structural and civil works in Hong
Kong including foundation and piling, may apply for registration as a registered subcontractor
under the Subcontractors Registration Scheme of the Construction Industry Council.

If a registered subcontractor further subcontracts or sublets any part of the part of public
sector works subcontracted to them involving trades available under the Primary Register of the
Subcontractors Registration Scheme of the Construction Industry Council, the main contractor
shall ensure that all subcontractors (irrespective of tier) are registered subcontractors under their
relevant trades in the Primary Register of the Subcontractors Registration Scheme of the

Construction Industry Council.

Under the Subcontractor Registration Scheme, an applicant for registration as a registered
subcontractor is subject to entry requirements including (i) proof of completion of at least one job
within five years as a principal 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; (ii) listings on one or more government registration schemes relevant to the trades and
specialities for which registration is sought; or (iii) 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 Training Series for Subcontractors as

conducted by the Construction Industry Council.

— 80 —



REGULATORY OVERVIEW

A registered subcontractor under the Subcontractor Registration Scheme 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 and providing information and supporting
documents to show continued compliance with the aforesaid entry requirements, which shall be
subject to the approval by the management committee of the Construction Industry Council. An
approved renewal of registration shall be valid for two years from the expiry of the current

registration.

A registered subcontractor shall observe the Codes of Conduct for Registered Subcontractor
(Schedule 8 of the Rules and Procedures for the Primary Register of the Subcontractor
Registration Scheme). Failing to comply with the Codes of Conduct may result in regulatory

actions taken by the management committee of the Construction Industry Council.

Although there is no specific licensing requirement for subcontractors in Hong Kong,
Workbase Engineering is registered under the Subcontractors Registration Scheme of the
Construction Industry Council in the structural and civil works trade group. Our current
registration under the Subcontractors Registration Scheme of the Construction Industry Council

will expire on 13 December 2018.
EMPLOYMENT ORDINANCE (CHAPTER 57 OF THE LAWS OF HONG KONG)

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

employee fails to serve a notice on the principal contractor.

Upon receipt of such notice from the relevant employee, a principal contractor shall, within
14 days after receipt of the notice, serve a copy of the notice on every superior subcontractor to
that subcontractor (where applicable) of whom he is aware. A principal contractor who without
reasonable excuse fails to serve notice on the superior subcontractor(s) shall be guilty of an

offence and shall be liable on conviction to a fine at level 5.
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Pursuant to section 43F of the Employment Ordinance, if a principal contractor or superior
subcontractor pays to an employee any wages under section 43C of the Employment Ordinance,
the wages so paid shall be a debt due by the employer of that employee to the principal contractor
or superior subcontractor, as the case may be. The principal contractor or superior subcontractor
may either (i) claim contribution from every superior subcontractor to the employee’s employer or
from the principal contractor and every other such superior subcontractor as the case may be; or
(i1) deduct by way of setoff the amount paid by him from any sum due or may become due to the

subcontractor in respect of the work that he has subcontracted.

EMPLOYEES’ COMPENSATION ORDINANCE (CHAPTER 282 OF THE LAWS OF
HONG KONG)

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

the course of employment, or by prescribed occupational diseases.

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

According to section 24 of the Employees’ Compensation Ordinance, a principal contractor
shall be liable to pay compensation to 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
employee. The employees in question are required to serve a notice in writing on the principal

contractor before making any claim or application against such principal contractor.

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

subcontractor(s) under the Employees’ Compensation Ordinance and at common law.

An employer who fails to comply with the Employees’ Compensation Ordinance to secure
an insurance cover is liable on conviction upon indictment to a fine at level 6 and to

imprisonment for 2 years.
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MANDATORY PROVIDENT FUND SCHEMES ORDINANCE (CHAPTER 485 OF THE
LAWS OF HONG KONG)

Employers are required to enroll their regular employees (except for certain exempt persons)
aged between at least 18 but under 65 years of age and employed for 60 days or more in an MPF

scheme within the first 60 days of employment.

For both employees and employers, it is mandatory to make regular contributions into an
MPF scheme. For an employee, subject to the maximum and minimum levels of income
(HK$25,000 and HK$7,100 per month, respectively before 1 June 2014 or HK$30,000 and
HK$7,100 per month, respectively on or after 1 June 2014), an employer will deduct 5% of the
relevant income on behalf of an employee as mandatory contributions to a registered MPF scheme
with a ceiling of HK$1,250 before 1 June 2014 or HK$1,500 on or after 1 June 2014. An
employer will also be required to contribute an amount equivalent to 5% of an employee’s
relevant income to the MPF scheme, subject only to the maximum level of income (HK$25,000
per month before 1 June 2014 or HK$30,000 on or after 1 June 2014). Industry Schemes
(“Industry Schemes”) were established under the MPF system for employers in the construction
and catering industries in view of the high labour mobility in these two industries, and the fact
that most employees in these industries are “casual employees” whose employment is on a day-

to-day basis or for a fixed period of less than 60 days.

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

(i) foundation and associated works;

(i1) 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.

— 83 —



REGULATORY OVERVIEW

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 Scheme. This is convenient for scheme
members and saves administrative costs.

CONTRACTOR LICENSING REGIME

Under the current contractors registration system in Hong Kong, the Buildings Department
keeps a register of general building contractors who are qualified to perform the duties of a
general building contractor and a register of specialist contractors who are qualified to carry out
specialised works (such as foundation works) specified in the category in the sub-register in
which they are entered.

The main contractors carrying out foundation and substructure construction works are
required to register or work together with contractors who are registered on either the list of
register of general building contractors or the list of register of specialist contractors (sub-register

of foundation works category) with the Buildings Department in Hong Kong.

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

Department on the following aspects:
(i) if it is a corporation, the adequacy of its management structure;
(i1) the appropriate experience and qualifications of its personnel;
(iii) its ability to have access to plants and resources; and

(iv) the ability of the person appointed to act for the applicant for the purposes of the
Buildings Ordinance to understand building works and street works through relevant

experience and a general knowledge of the basic statutory requirements.

In considering each application, the Buildings Department will consider the qualifications,
competence and experience of the following key personnel of the applicant:

(a) a minimum of one person appointed by the applicant to act for the applicant for the
purposes of the Buildings Ordinance, hereinafter referred to as the authorised signatory
(the “Authorised Signatory”);
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(b) for a corporation, a minimum of one director from the board of directors of the
applicant, hereinafter referred to as a “Technical Director” who is authorised by the
board to:

(i) have access to plant and resources;

(ii) provide technical and financial support for the execution of building works and

street works; and

(iii)) make decisions for the company and supervise the Authorised Signatory and

other personnel;

for the purpose of ensuring that the works are carried out in accordance with the Buildings

Ordinance; and

(c) for a corporation which appoints a director who does not possess the required
qualification or experience as Technical Director to manage the carrying out of
building works and street works, an other officer as authorised by the board of

directors shall be appointed to assist the Technical Director.

In addition to the above key personnel, the applicant is also required to demonstrate that it
has employed appropriate qualified staff members to assist the applicant and the above key

personnel to execute, manage and supervise the building works and street works.

For registration as a registered specialist contractor, the applicant must satisfy the Buildings
Department that it has the necessary experience and, where appropriate, professional and
academic qualifications, to undertake work in the specialist category and should also demonstrate

that it has the access to engaging qualified persons to carry out the relevant specialised duties.

The Buildings Department imposes specific requirements on the directors of a contractor and
the person appointed by the contractor to act for it for the purposes of the Buildings Ordinance.
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THE CORPORATE HISTORY

Our Company was incorporated in the Cayman Islands on 4 January 2016 and, as part of the
Reorganisation, became the holding company of our Group with its business being conducted

through its principal operating subsidiary, Workbase Engineering.

Our history can be traced back to 2003 when Mr. Lau, our executive Director and Chief
Executive Officer, and Ms. Yuen, our executive Director and Chairman, established Workbase
Engineering, drawing on their personal savings and extensive knowledge of the slope works
industry in Hong Kong. Over the years, our Group expanded from its slope works operations to
other construction works such as foundation or site formation works and other geotechnical
engineering works, and business began to grow gradually. However, having considered that
majority of the slope works projects in Hong Kong are public sector projects which are usually
subject to relatively tighter cost control for public fiscal discipline and higher uncertainty on
public funding approval, our Directors were of the view that the slope works business was of
relatively low profit margin while foundation and site formation works were more profitable and
could provide our Group with better development opportunities. Our Directors are of the view
that leveraging on our Group’s experience and knowledge in slope works, our Group would have
an advantage in bidding for complex and technical projects such as undertaking foundation and
site formation works on slope and carrying out a combination of foundation works and slope
works together in the same project site. As a result, our Group began to diversify more of our
business to foundation and site formation works, and a breakthrough in our business development
came when we managed to secure the Cape Road Project in 2013, which was one of our major
foundation and site formation projects for a residential redevelopment. The completion of the
aforesaid project established our reputation in the industry as one of the emerging subcontractors
capable of performing complex and technical foundation works on a slope, leading to increasing

number of foundation and site formation works secured during the Track Record Period.

Under the leadership and efforts of Mr. Lau, whom possesses over 33 years of experience in
the foundation works industry, and Ms. Yuen, whom has over 24 years of experience in
administrative works and 13 years of experience in the construction industry, our Company has
undergone steady yet robust expansion in both business operations and client base, establishing
itself as a reputable subcontractor within the local foundation works industry. During the Track
Record Period and up to the Latest Practicable Date, our Group has completed 24 projects, which
consist of 18 foundation and site formation related projects and six other geotechnical engineering

works related projects.
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BUSINESS DEVELOPMENT AND IMPORTANT MILESTONES

The following illustrates certain key milestones and achievements in the business

development of our Group:

Year

2003

2004

2010

2013

2013

2014

2015

2015

Event

Workbase Engineering was established and commenced its operation in
providing slope works in Hong Kong

Workbase Engineering was registered as a registered subcontractor
under the Subcontractors Registration Scheme of the Construction
Industry Council

Workbase Engineering expanded its construction operations to include
foundation and site formation works

Workbase Engineering expanded its machinery fleet in order to cope
with business development and being awarded projects of larger
contract sums

Stage 1 of the Cape Road Project was subcontracted to our Group, with
a contract sum of approximately HK$16.7 million

Stage 1 of the Cape Road Project was completed and our reputation as
a subcontractor capable of undertaking complex and technical
foundation projects was established

Stage 2 of the Cape Road Project was subcontracted to our Group, with
a contract sum of approximately HK$39.0 million

Workbase Engineering was accredited with the following standards:
- ISO 9001:2008 Quality Management System Standard
- ISO 14001:2004 Environmental Management System Standard

- OHSAS 18001:2007 Occupational Health and Safety Management
System Standard
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OUR GROUP

Our Group consists of one direct and one indirect subsidiary, which were incorporated in the
BVI and Hong Kong respectively. Details of the corporate history of our Company and each of its

respective subsidiaries are set out below.
OUR COMPANY

Our Company was incorporated in the Cayman Islands under the Companies Law as an
exempted company with limited liability on 4 January 2016 with an authorised share capital of
HK$380,000 divided into 38,000,000 Shares at a par value of HK$0.01 each. On 4 January 2016,
one fully-paid Share was allotted and issued to the initial subscriber of our Company, which was

subsequently transferred to Brightly Ahead on 29 January 2016.

On 7 June 2017, our Company allotted and issued 9,999 Shares, credited as fully-paid, to
Brightly Ahead in consideration for the acquisition of the entire issued share capital in Wide
View from Brightly Ahead. Immediately following the above allotment and share transfer, our
Company was wholly-owned by Brightly Ahead.

On 7 June 2017, our Company resolved to increase its authorised share capital from
HK$380,000 to HK$30,000,000 by the creation of an additional 2,962,000,000 Shares, each

ranking pari-passu with our Shares then in issue in all respects.

As at the Latest Practicable Date, our Company acted as the holding company of our Group
with its business being conducted through the principal operating subsidiary of our Group, namely

Workbase Engineering.
OUR SUBSIDIARIES
Wide View

Wide View was incorporated in the BVI with limited liability on 20 November 2015 with an
authorised share capital of US$50,000 divided into 50,000 shares of a single class each with a par
value of US$1.00. On 11 January 2016, one fully-paid ordinary share of Wide View, representing
the entire issued share capital of Wide View, was allotted and issued at par to Brightly Ahead.

As part of the Reorganisation, Brightly Ahead transferred the entire issued share capital of
Wide View to our Company on 7 June 2017. After the aforesaid share transfer, Wide View
became a direct wholly-owned subsidiary of our Company.

Wide View is an investment holding company and had not commenced any business
activities as at the Latest Practicable Date.
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Workbase Engineering

Workbase Engineering was incorporated in Hong Kong with limited liability on 16 July
2003 with an authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each.
On 16 July 2003, Workbase Engineering allotted and issued 999 shares and 1 share to Mr. Lau
and Ms. Yuen, respectively. Workbase Engineering has been beneficially owned as to 99.9% and
0.1% by Mr. Lau and Ms. Yuen, respectively, since its incorporation.

Workbase Engineering is mainly engaged in foundation and site formation works, and other
geotechnical engineering works in Hong Kong.

REORGANISATION

Our Group underwent the Reorganisation prior to the Public Offer to rationalise our Group’s
structure in preparation for the Public Offer. The major steps of our Reorganisation are
summarised as follows:

(i) Incorporation of Wide View

Wide View was incorporated in the BVI with limited liability on 20 November 2015
with an authorised share capital of US$50,000 divided into 50,000 shares of a single class
each with a par value of US$1.00. On 11 January 2016, one fully-paid ordinary share of
Wide View, representing the entire issued share capital of Wide View, was allotted and
issued at par to Brightly Ahead.

(ii) Incorporation of our Company

Our Company was incorporated in the Cayman Islands under the Companies Law as an
exempted company with limited liability on 4 January 2016 with an authorised share capital
of HK$380,000 divided into 38,000,000 Shares at a par value of HK$0.01 each. On 4
January 2016, one fully-paid Share was allotted and issued to the initial subscriber to the
memorandum and articles of association of our Company, which was subsequently
transferred to Brightly Ahead on 29 January 2016.

(iii) Acquisition of Workbase Engineering

On 12 September 2016, Wide View acquired an aggregate of 1,000 shares in Workbase
Engineering, representing the entire issued share capital of Workbase Engineering, from Mr.
Lau and Ms. Yuen in consideration of which Wide View allotted and issued an aggregate of
99 fully-paid shares in Wide View to Brightly Ahead.
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(iv) Acquisition of Wide View

On 7 June 2017, our Company acquired the entire issued share capital in Wide View,
and as consideration, our Company allotted and issued 9,999 nil-paid Shares in our

Company, credited as fully-paid, to Brightly Ahead.

Pursuant to the aforesaid transactions, our Company became the holding company of
Wide View and Workbase Engineering, and Brightly Ahead became the shareholder of the

entire issued share capital of our Company.
(v) Capitalisation Issue and Public Offer

On 7 June 2017, our Company resolved to increase its authorised share capital from
HK$380,000 divided into 38,000,000 Shares of HK$0.01 each to HK$30,000,000 divided
into 3,000,000,000 Shares of HK$0.01 each in order to be positioned to (i) allot and issue
250,000,000 new Shares to the Public Offer; and (ii) allot and issue a further 749,990,000
new Shares to the existing shareholder of our Company, namely Brightly Ahead.

Our Company will offer 250,000,000 Offer Shares under the Public Offer, representing

a total of 25% of the enlarged issued share capital of our Company upon Listing.
LOCK-UP UNDERTAKINGS

Each of our Controlling Shareholders, namely Brightly Ahead, Mr. Lau and Ms. Yuen, has
undertaken to our Company that, it/he/she will not, at any time during the 24-month period
following the Listing Date (the first 12 months of which is also required under Rule 13.16A of
the GEM Listing Rules and the second 12 months of which is provided to our Company
voluntarily by the Controlling Shareholders and can only be waived by majority of the
independent Shareholders), dispose of, nor enter into any agreement to dispose of or otherwise
create any options, rights, interests or encumbrances in respect of, any of the Shares in respect of
which it/he/she is shown by this prospectus to be the beneficial owner if, immediately following
such disposal or upon the exercise or enforcement of such options, rights, interest or
encumbrances, it/he/she would cease to be a Controlling Shareholder. Please refer to the
paragraph headed “Underwriting — Voluntary lock-up undertaking by our Controlling

Shareholders™ in this prospectus for further details.
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THE CORPORATE STRUCTURE OF THE GROUP

Set out below is the corporate structure of our Group immediately before the

Reorganisation:

Mr. Lau Ms. Yuen
99.9% 0.1%
Workbase
Engineering
(HK)

After completion of the Reorganisation, our Company became the holding company of our
Group. The following diagram sets out the corporate structure of our Group immediately after

completion of the Reorganisation but before completion of the Public Offer:

Mr. Lau Ms. Yuen

99.9% 0.1%

Brightly
Ahead
(BVI)

100%

Our Company
(Cayman Islands)

100%

Wide View
(BVI)

100%

Workbase
Engineering
(HK)
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The following chart sets out the corporate structure of our Group immediately after
completion of the Capitalisation Issue and the Public Offer (without taking into account any
Shares to be issued upon exercise of any options which may granted under the Share Option

Scheme):

Mr. Lau Ms. Yuen

99.9% 0.1%

Brightly
Ahead Public
(BVI)

75% 25%

Our Company
(Cayman Islands)

100%

Wide View
(BVI)

100%

Workbase
Engineering
(HK)
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OVERVIEW

We are a substructure subcontractor in Hong Kong capable of (i) foundation and site
formation works; and (ii) other geotechnical engineering works such as slope works and other

minor geotechnical works such as shotcreting.

We serve different customers which are primarily main contractors or subcontractors of
various types of property development or civil engineering projects in Hong Kong. We, as
subcontractor and sub-subcontractor, secure our projects from main contractors or other
subcontractors, respectively. During the Track Record Period and up to the Latest Practicable
Date, we have completed 24 projects. As at the Latest Practicable Date, we had 12 projects on
hand (including projects in progress and projects which are yet to commence). For each of the
three years ended 31 December 2014, 2015 and 2016, we derived revenue of approximately
HK$53.8 million, HK$75.3 million and HK$131.8 million, respectively. Our Directors estimate
that the total revenue to be recognised subsequent to the Track Record Period from the projects
completed and projects on hand would be approximately HK$184.4 million. We have a primary
focus in private sector construction projects which have contributed over 98% of our total revenue
recognised during the Track Record Period. For details of our projects, please refer to the

paragraph headed “Projects of our Group™ in this section.

The following table sets out a breakdown of our revenue by our services provided during
the Track Record Period:

For the year ended 31 December

2014 2015 2016
Percentage Percentage Percentage
of total of total of total
Revenue revenue Revenue revenue Revenue revenue
(HK$°000) (%) (HK$°000) (%) (HK$000) (%)
Foundation and
site formation works 50,834 94.5 74,474 98.9 131,482 99.7
Other geotechnical engineering works 2,951 5.5 846 1.1 331 0.3
Total revenue 53,785 100.0 75,320 100.0 131,813 100.0

During the Track Record Period, we subcontracted certain works, such as trial pit works,
ELS works and piling works to our subcontractors. For further information regarding our

subcontractors, please refer to the paragraph headed “Subcontractors” in this section.

The works we undertake in our operations rely heavily on the use of machinery and
equipment. As at 31 December 2016, the aggregate net book value of our machinery and
equipment recorded on the combined statements of financial position of our Group totalled
approximately HK$6.9 million. During each of the three years ended 31 December 2014, 2015
and 2016, our Group acquired machinery and equipment of approximately HK$3.2 million,
HK$6.1 million and HK$2.0 million, respectively.
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OUR COMPETITIVE STRENGTHS
Our Directors believe that our success is attributable to our competitive strengths as follows:
We have an experienced and dedicated management team

We have an experienced and dedicated management team with extensive operational
expertise and experience and in-depth understanding of the foundation and site formation
industry in Hong Kong, and this in turn allows us to anticipate the market trends when
formulating our market position and developing business strategies. Our senior management
comprise a group of highly capable and experienced individuals. For instance, Mr. Lau, our
Chief Executive Officer and our executive Director, has more than 33 years of experience in
the construction industry and has established close relationships with our customers,
subcontractors and suppliers. Ms. Yuen, our Chairman and our executive Director, joined
our Group in 2003 and has since contributed to the business development, human resources,
finance and administration of our Group. Each of Mr. Shum Yam Shun, our Site
Superintendent, and Mr. To Kam Ming, our Project Manager, has more than 22 and 10 years
of working experience respectively in the construction industry in Hong Kong. Their solid
experience and sound industry knowledge contributed to our Group’s success and through
their leadership, we have grown to become an established foundation subcontractor in Hong
Kong. For further details regarding the experience of our management team, please refer to
the section headed “Directors, Senior Management and Employees” in this prospectus.

We are an established geotechnical engineering works subcontractor in Hong Kong
with stable relationship with our major customer, suppliers and subcontractor

We have been providing geotechnical engineering works through our principal
operating subsidiary, Workbase Engineering, for more than 13 years. Over the years, we
have expanded our construction operations to include foundation and site formation works.
Our Directors believe that our Group is efficient in project planning and management, and is
able to execute and complete projects efficiently and properly. During the Track Record
Period, we delivered our job to the satisfaction and requirements of our customers and did
not receive any material complaint. Our business relationships with our five largest
customers during the Track Record Period ranged from one year to 11 years, and our
Directors are of the view that we have maintained a stable relationship with our major
customers. In addition, during the Track Record Period and up to the Latest Practicable
Date, our Group did not have any material disputes with our suppliers or subcontractors
which would have had a material impact on our business, financial condition or results of

operations.
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We are flexible and capable of providing recommendations for our projects

With the experience and knowledge of our management team, we are capable of
providing recommendations on our projects in order to meet the requirements of our
customers. In the course of project execution, our project team will from time to time
provide updates on the progress and discuss issues arising from the projects both internally
and externally with our customers. Our Directors believe that with the expertise of our
management team and the regular updates and discussions on the projects, we are able to
make decisions and recommendations in a timely manner. We believe this gives us an edge

over our competitors who do not adopt this practice.
BUSINESS STRATEGIES

The principal business objective of our Group is to further strengthen our position in the
foundation industry in Hong Kong and to expand our customer base in order to achieve

sustainable growth in our business. The following sets out our business strategies:
Acquisition of additional machinery

According to the forecast growth of the foundation industry in Hong Kong as stated in
the Ipsos Report, the gross output value of foundation contracting industry in Hong Kong is
forecasted to increase from approximately HK$23.1 billion in 2017 to approximately
HK$26.3 billion in 2021. As such, our Directors believe that we can undertake additional
foundation and site formation projects on top of our present scale of operation and projects
on hand if we are able to improve our project execution effectiveness and efficiency and
enhance our operational capacity. We intend to acquire and/or finance the expansion of our
fleet of machinery and equipment for ongoing projects and future projects. By expanding
our fleet of machinery, we believe that we will be in a better position than our competitors
armed with less machinery to secure more projects. Our Group is also of the view that, by
acquiring machinery, we will place less reliance on and save costs of leasing machinery
from other parties going forward. We intend to acquire three crawler cranes, three crawler
drills and four air compressors and various other supporting tools and equipment. These
machinery will form the basis of our increased technical capability as our future planned
purchase of larger crawler cranes and drills will allow us to bid for projects that we
previously were not capable of due to the lack of such equipment. As (i) we are
occasionally requested by our prospective customer to provide a list of machinery we
possess when we submit quotations for projects; and (ii) we will ask the prospective
customer about information on the winning quotation in the event that we do not secure the
contract and they expressed their preference over subcontractors with own machinery, our
Directors believe that when bidding for projects, our ownership of such machinery is also
taken into consideration when bids are awarded. Please refer to the section headed

“Business Objectives and Future Plans” for details.
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Expanding our manpower by recruiting additional experienced and skilled operations
staff and workers

We believe that a team of skilled workers equipped with industry knowledge and
experience in performing foundation and site formation works is vital to our continuing
success. We intend to recruit additional experienced and skilled operations staff and workers
(including project management and supervision staff and machinery operators) to meet the
growing needs of our operations and we intend to execute our future additional projects by
our own direct labour resources to the extent without substantial use of subcontractors
because our Directors consider that the use of our own direct labour resources (comparing to
engaging subcontractors) would generally lead to a higher profit margin for our Group, as a
profit markup is generally factored in the fees charged by our subcontractors. Please refer to
the section headed “Business Objective and Future Plans” for details of our recruitment

plan.
DESCRIPTION OF OUR WORKS

We are a substructure subcontractor capable of (i) foundation and site formation works,
which mainly include ELS works, sheet piling, pipe piling, pre-boring, pre-bored H-piling, mini-
piling, and bored piling; and (ii) other geotechnical engineering works, which include slope works
and other minor geotechnical works such as shotcreting. Set out below are brief descriptions of

our works:
(I) FOUNDATION AND SITE FORMATION WORKS

Our foundation and site formation works involve the lateral supports for excavation,
ground investigation, foundation piling, demolition, excavation and stabilisation works for
site formation. The foundation, or the substructure, of a building is vital to its construction
as it forms the base on which the superstructure stands, and thus foundation and site
formation works are fundamental to any construction project. Different types of foundation
works include ELS works, pre-borings, pre-bored H-piling, mini-piling, pipe piling and
bored piling. Site formation works include various works that one carried out in order to
prepare a suitable construction work site for further foundation and superstructure works.
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ELS works

Excavation is an early stage in building and construction. It involves loosening and
taking materials out of the ground and then shoring up support in the excavated area with
piles. Excavation provides larger construction space, and during the process, the sides of the

sites require proper support and ground water control.

Lateral support works include ground anchor, ground water control and dewatering.
Grouting ground anchor involves pouring cement into soil rocks to create an embedded
anchor, preventing ground water from penetrating into the excavation area and thereby
increasing the resistance of the foundation to structural movements. The design of lateral
support works is subject to, among others, the soil and ground-water conditions as well as

the depth and width of the excavation area.

Set out below are illustrative diagrams of our typical ELS works:
Sheet piling

Installation of sheet pile wall

Sheet piling works begin by inserting a sheet

pile wall, made of steel into the soil for the

Drilling

sheetpilewall  planned boundary of the excavation. The

Ground Level

1 sheet pile wall is generally used to reduce

groundwater inflow and prevent the soil from

Soil collapsing from the side. Grouting may be

conducted outside and/or underneath to sheet
pile wall for control of underground water

seepage into the excavation.

Excavation begins

sheet pile wall  After inserting the sheet pile wall, excavation

will begin between the sheet pile walls.

: ) Grouting
Soil )

e e
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Installation of lateral support for further excavation

Lateral support

Ground Level

Soil

sheetpilewall ~AS €xcavation begins to go deep below
ground level, lateral support between the
sheet pile walls is added to keep the sheet
pile wall stable and prevent deflection in

order to continue further excavation.

Completion of ELS work by using sheet piling

Lateral support

Ground Level

Soil

Pipe piling

When excavation reaches the required depth,
Sheet pile wall . .
pile caps construction and substructure
construction works begin. The sheet pile wall
together with the lateral supports will
normally be removed upon completion of the

substructure.

Pipe piling may be considered as an alternative to sheet pile wall in ELS works. Pipe

piling is an earth retention and excavation support technique that involves the construction

of retaining walls using steel piling, namely steel casings. These techniques are often used

in excavations of considerable depths, such as for basements and foundations. Generally,

pipe piling involve installing steel piles at regular intervals along the planned excavation

perimeter, which are then reinforced with grout. Set out below shows the technique of pipe

piling:

Pipe Piling

Pipe Piles

Retained Side
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Pre-boring

Pre-boring is the process of drilling a bore hole into the ground to prepare a site for
foundation works by breaking down any hard obstructions and to help investigate and
determine the appropriate founding levels for the structure. The number and diameter of pre-
bored holes required in each project depend on various factors such as the nature of the
foundation and overlying superstructure, the ground conditions and the type of pile to be
formed. A boring rig, together with a hydraulic hammer drill or hydraulic rotator, is used in
most circumstances to sink a temporary casing into the ground. The excavated hole is then
refilled with gravel, sand and silt before the temporary casing is retrieved using a crane. The
diagram below illustrates the steps of pre-boring:

Pre-borin » Back-fillin » Retrieving casin
8 8 8 8
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Pre-bored H-piling

Pre-bored H-piling are steel structural beams being placed into a pre-bored hole
(generally between 610 millimeters to 800 millimeters in diameter) sunk into bedrock and
grouted with cement to form a pile. Pre-bored H-piling is generally used for supporting
heavier loads due to their strength and durability and may be utilised for driving in dense or
very stiff materials that other piling technique would have difficulty penetrating. Pre-bored
H-piling is commonly used in construction projects involving superstructures including
buildings, bridges and highways. They are sometimes used in connection with sheet piling
for additional lateral stiffness and bending resistance. The diagram below illustrates the
general structure of a pre-bored H-pile:

Existing ground level
v

Steel capping plate

—
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In a typical pre-bored H-piling project, a boring rig is used to drive a temporary steel
casing together with a socketed H-pile to the required depth and into a sufficiently strong
bedrock layer. The diameter and the depth of the borehole are highly specific to the ground
conditions, loading conditions and nature of the construction project. Air compressors are
used to remove fine soil and rock fragments from the hole. Subsequently, the void spaces in
the hole are filled up with grout material while the temporary casing is gradually extracted.

The following diagram illustrates a typical pre-bored H-piling:

Air receiver Boring rig /
-
=
Steel casing
Air Air o
Compressor [——gjcompressor f—j /Q@(' il Pl S nt
c ) c ) -
() Q Q ] =|=\ Q
-
|| Drill bit
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Mini-piling

Mini-pile usually consists of one or a bundle of steel bars encased by cement grout
inside a borehole circumscribed by permanent casing with diameter ranging from 100
millimeters to 400 millimeters. They can be used for sites with difficult access. They are
normally designed to be socketed into rock and are mainly used in smaller site area and for
lighter structure compared with those supported by socketed H-piles. Steel casing is to be
used to support the borehole within the soil and/or fractured rock during drilling operation.
Mini-piling also has the advantages of generating less noise and vibration, therefore causing

less nuisance to the public. The diagram below illustrates the general structure of a mini-

piling:

Steel bars \ Grout tube

Steel bars

“] Permanent casing

Grout

‘ Cross section
Bedrock

Pile diameter
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In our typical mini-piling projects, a boring rig is used to drive a permanent steel
casing together with a bundle of steel bars into a hole through soil and bedrock and/or other
obstructions. The fine soil and rock fragments in the hole are then removed by an air
compressor. The steel casing will be left in the ground permanently. Subsequently, cement

grout is pumped through grout tubes to fill the cavity in between the bars. The following
diagram illustrates a typical mini-piling:

Boring rig

Air L
compressor i
ﬁﬁ—(fﬂ\
// Steel casing
Drill bit
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Bored piling

Bored piling refers to reinforced concrete piles that are drilled into soil of up to 50
metres in depth, to ensure that the bored piles are founded on sound rock. Bored piling is
used to support superstructures that carry heavy vertical loads, such as bridges, tall
buildings or large industrial complexes, and is generally carried out by machinery such as
crawler cranes and hydraulic drilling rigs. Normally the bored pile is supported by
temporary steel casing to prevent collapse of the bore. Set out below is a diagram

illustrating the process of bored piling:

pile-top drilling rig

tiltable working
platform

hydraulic
power pack

mud-tank

drillstring with system '

Bottom-Hole-Assy. (BHA) — crane for handing
! drill-pipe of the dirill rig

Via chute and the drill string
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Site formation works

Prior to the commencement of any foundation works, site formation works are carried
out in order to obtain information as to the geological area sub-soil conditions for the sites
and the surrounding areas to select the type and extent of piles required for the foundation
and superstructure to be developed. Generally, site formation works carried out by our
Group include the clearance of sites, such as the removal of trees, shrubs, surface soil and
debris, the levelling of land by excavation or filling in of land, demolition of any unwanted

structures and constructing retaining walls, access roads and drainage systems.
(II) OTHER GEOTECHNICAL ENGINEERING WORKS

Other geotechnical engineering works carried out by our Group consist mainly slope

works and other minor geotechnical works such as shotcreting.
Slope works

Slope works refer to landslip preventive and remedial works for improving or
maintaining the stability of slopes and/or retaining walls. During the Track Record Period,
our slope works involved drilling and installations of soil nails, construction of raking

drains and installations of erosion control and wire mesh.
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PROJECTS OF OUR GROUP

Projects undertaken and completed during the Track Record Period

During the Track Record Period, we have completed 19 projects, which consist of 14
foundation and site formation related projects and 5 other geotechnical engineering projects.

The following table sets out the details of our projects with a total contract amount of over
HK$1,000,000 completed during the Track Record Period:

Completed Projects

No. Description of projects

1 Hillside catchments
in Ap Lei Chau (Note 2)

2 Stage one of
Cape Road Project
in Chung Hom Kok

3 Residential property
redevelopment in
Tuen Mun

4 Residential property
development in
Tuen Mun

5 Residential property
redevelopment in
Yau Ma Tei

6 Infrastructure development
in Kai Tak Area (Note 2)

7 Commercial building slope
works in Mid-Levels

8 Hotel building development
in Sham Shui Po

9 Residential property
redevelopment in
Sham Shui Po

10 Residential property
redevelopment in Jordan

11 Stage two of
Cape Road Project
in Chung Hom Kok

12 Residential and commercial
property development in
Tuen Mun

Other completed projects with total
contract sum of each less than
HK$1,000,000

Total completed projects

Nature of works services

Other geotechnical engineering
works - soil nail works

Foundation works - piling

work and ELS works

Site formation works — pipe piles

Foundation and site formation
works - pipe piles,
mini-piles and ELS works

Foundation works - piling and
monitoring works

Foundation works - mini-piles

Other geotechnical engineering
works - soil nailing works

Foundation works - piling works

Foundation works - pipe piles
and grout curtain works

Foundation works - ELS works

Foundation and site formation works
- demolition works,
ELS works, soldier pile walls
and other piling works

Foundation works - TAM pipe
and chemical grouting

Project period

Commencement
date

July 2012

May 2013

September 2013

September 2013

March 2014

June 2014

June 2014

August 2014

January 2015

May 2015

July 2015

June 2016
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Completion
date
(duration)

April 2014
(22 months)

June 2014
(14 months)

April 2014
(8 months)

April 2014
(8 months)

February 2015
(12 months)

October 2014
(5 months)

December 2014
(7 months)

July 2015
(12 months)

May 2015
(5 months)
November 2015

(7 months)

October 2016
(16 months)

December 2016
(7 months)

Accumulated

revenue

recognised

Total during the
contract sum  Track Record
(Note 1) Period
(HK$°000) (HK$°000)
14,176 836
16,710 10,882
1,589 53
12,182 2,394
25,817 25,817
1,244 1,244
2,471 2,471
20,188 19912
13,884 13,884
6,543 6,543
38,968 38,968
3,550 3,550
157,322 126,554
2,099 2,099
159,421 128,653

Overall
gross profit
margin

(%)

25.0

233

219

502

29.2

35

269

8.5

39.6

15.7

22.1

16.4
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Projects on hand

The following table sets forth the details of our projects in progress as at 31 December

2016:

Projects on hand in progress

No. Description of projects

1 Residential property
development in
Happy Valley

2 Residential property
development in
Tuen Mun

3 Residential property
redevelopment in
Repulse Bay

4 Hotel building
redevelopment in
North Point

5 Residential property
development in
Discovery Bay

6 Residential property
development in
Kowloon Tong

7 Construction of tunnel
sleeves in Nam Cheong

Nature of works services

Site formation works -
bored pile wall, mini-piles,
site clearance, demolition
works, earthwork, drainage

Site formation works —
tree falling, ELS works,

slope upgrading works

Foundation and site

formation works -

site clearance, tree falling,
pre-bored H-piles, pipe piles

Foundation works - H-piles,

ELS works, pipe piles

Site formation works -

surface channel and

catchpits, concrete pipe and
manholes, fresh water pipes

Foundation works —
pipe pile wall, earthwork,

grout curtain wall

jacking

Project period

Expected
Commencement completion
date date
January 2015 May 2017

March 20

Tuly 2015

March 20

July 2016

September 2016

Other geotechnical engineering  December 2016
works - segmental pipe

15 April 2017

March 2017

16 May 2017

June 2017

August 2017
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September 2017

Accumulated
revenue  Outstanding
recognised contract
Total  during the sum
contract Track as at 31
sum Record December
(Note 1) Period 2016
(HK$°000) (HKS$°000) (HK$°000)
48,000 43,223 4,777
35,497 34,396 1,101
39,900 34,981 4919
11,880 8,970 2,910
13,405 6,033 1372
12,380 4332 8,048
3,066 331 2,735
164,128 132,266 31,862

Overall
gross profit
margin for

the Track

Record

Period

(%)

115

30.5

25.0

25.4

10.0

15.0

7.0
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Subsequent to the Track Record Period, we have commenced works in five projects with

aggregate contract sum of approximately HK$60.3 million, of which one project with contract

sum of approximately HK$180,000 was completed in January 2017.

The following table sets forth the details of our projects commenced subsequent to the Track

Record Period and on going as at the Latest Practicable Date.

No. Description of projects

1. Residential property development in Kowloon Tong

2. Hotel development in Yau Ma Tei

3. Residential property development in Sham Shui Po

4. Hotel and commercial building development in Mongkok

Nature of works services

Foundation and site formation works —
site clearance, sheet piles, ELS works

Foundation works - Piling works and
ELS works

Foundation works
- Piling works and ELS works

Foundation works - Piling works and
ELS works
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Project period

Commencement
date

January 2017

January 2017

February 2017

February 2017

Expected
completion date

January 2018

December 2017

March 2018

December 2017

Total
contract
sum

(Note 1)
(HK$°000)

16,020

10,000

20,237

13,865

60,122
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The following table sets forth the details of our projects on hand not yet commenced as at
the Latest Practicable Date:

Projects on hand not yet commenced
Project period

Expected Expected
commencement completion Total
No. Description of projects Nature of works services date date contract sum
(HK$’000)
1 Residential property Foundation works - pre-drilling June 2017 March 2018 6,021
development in Sai Ying Pun works, mini-piles, shear piles,
ELS works
2 School redevelopment Foundation works - piling works June 2017 February 2018 20,018
in Sai Kung and ELS works
3 Residential property Foundation and site formation June 2017 February 2018 30,020
development works — ELS works, site
in Tuen Mun clearance, pipe piles
4 Commercial property Foundation works — pilling works June 2017 July 2018 22,939
development and ELS works
in Sheung Wan
5 Hostel building Foundation works - piling works June 2017 March 2018 13,281
development in Tai Po and ELS works
92,279
Notes:
1. The total contract amount equals the initial contract sum and the amount derived from subsequent variation order(s)
from the relevant project, if any, as agreed between our Group and the customer up to the Latest Practicable Date.
2. Save for the slope works project in Ap Lei Chau, the infrastructure development project in Kai Tak Area, and two

other projects with contract sum of approximately HK$337,000 and HK$227,000 each which were public sector
projects, all of the completed projects of our Group were private sector construction projects.

Although our works in the foundation industry are usually offered on a project by project
basis, we believe we will be able to secure jobs in the future in Hong Kong due to our

competitive strengths set out in the paragraph headed “Our competitive strengths” in this section.
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Our project backlog

The following table sets forth the number of our projects completed and awarded to us and
the respective aggregate contract sum during the Track Record Period and up to the Latest
Practicable Date:

Number of Contract
contracts sum
(Note)
HK$°000
As at 1 January 2014
Contracts on hand 5 64,845
During the year ended 31 December 2014
New contracts awarded 8 92,552
Contracts completed 7 48,599
As at 31 December 2014
Contracts on hand 6 108,798
During the year ended 31 December 2015
New contracts awarded 8 124,647
Contracts completed 8 67,678
As at 31 December 2015
Contracts on hand 6 165,767
During the year ended 31 December 2016
New contracts awarded 11 141,667
Contracts completed 4 43,146
As at 31 December 2016
Contracts on hand 13 264,288
From 1 January 2017 up to the Latest Practicable Date
New contracts awarded 4 52,420
Contracts completed 5 135,457
As at Latest Practicable Date
Contracts on hand 12 181,251

Note: The total contract amount equals the initial contract sum and the amount derived from subsequent variation

order(s) from the relevant project, if any, as agreed between our Group and the customer.
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As at the Latest Practicable Date, the aggregate contract sum of our Group’s projects

amounted to approximately HK$181.3 million. Based only on our projects completed and

contracts on hand, we expect to recognise revenue of approximately HK$143.4 million for the

year ending 31 December 2017.

OPERATING FLOW

The following diagram summarises the principal steps of our operation flow:

Actual

commencement

of work on site

Practical
completion

Securing new business opportunity from invitation for quotation

-

Quotation analysis

-

On-site inspection and preliminary assessment

-

Preparation and submission of quotation

-

Review of quotation and award of contract

-

Project planning, ordering necessary site equipment and
construction materials and/or engagement of subcontractors

Project management and execution

-

In-house quality inspection and supervision

-

Inspection and approval by customer

-

Issue of invoice/interim payment

-

Review and payment by customer

Defects liability period (if required) and release of retention money

Within 3 days

Within 7 days

From approximately 10 to 15 days
depending on the complexity of the
project

From approximately 1 to 3
months depending on the complexity of
the project

From approximately 10 to 15 days

Generally from approximately 3 months
to 1 year depending on the
complexity of the project

Ongoing throughout the execution of the
project

Ongoing throughout the execution of the
project

Invoices of interim payment are issued
on a monthly basis in accordance with
the contract

Approximately 7 days to 45 days

During the defects liability period which
typically lasts for 12 months, we may
be requested to repair or make good of
any defect or imperfection. We will
receive the remaining retention money
after completion of the defects liability
period.

Note: The time frame may vary for different contracts depending on various factors such as the terms of contract,

the nature of works to be performed, presence of variation orders and/or our agreement with the timeframe

for the principal steps to be undertaken as well as other unforeseeable circumstances.
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Invitation for quotations

Our projects are typically awarded through invitation for quotations. We are usually invited
by our customer by way of invitation letter, phone call or verbal invitation to submit a quotation
for a potential project as a subcontractor. Our customers are typically main contractors or
subcontractors of foundation and site formation projects for residential and commercial building
projects in Hong Kong. We are also provided with preliminary information on the specifications,

site conditions and relevant drawings.
Quotation analysis, preparation and submission of quotations

After receiving the invitation, our Chief Executive Officer would make a preliminary
assessment of the requirements of the quotation. In our assessment, in considering whether to bid
for the quotation, we evaluate the profitability of the project, the feasibility of undertaking such
project with reference to technical specifications, our expertise and capacity, our available
resources, costs of labour and construction materials, project schedule, and other possible risk
factors associated with such projects. We will conduct an on-site visit to have a better

understanding on the conditions of the site, if necessary.

Once our management team considers a potential project to be acceptable based on our
review and assessment, we will prepare and submit a quotation for the project to our customers
accordingly. Details of our pricing policy is set out in the paragraph headed ‘“Sales, marketing
and customers — Pricing policy” in this section. Please also refer to the paragraph headed
“Quotations and success rates’ in this section for details of our quotations submitted during the
Track Record Period.

Award of contracts

Upon receipt of our quotation, our customer may, by way of interview or enquiries, clarify
with us the particulars of the submitted quotation. Once our customer accepts our quotation, the
contract is awarded to our Group and confirmed by way of a letter of acceptance. We normally
will sign an agreement incorporating detailed terms and conditions of the contract with our
customers. For principal terms of our engagement in a typical contract, please refer to the
paragraph headed ‘““Sales, marketing and customers — Common contract terms between our Group
and our customers” in this section.

Project planning and forming a project team

Upon award of the contract, our Group conducts thorough internal planning to form a
project management plan, and to properly assign and deploy the required personnel of our project

team and required machinery, labour and other resources to execute the project on hand.
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In assigning and deploying resources for the project, we also take into consideration the
need for subcontracting certain works to our subcontractors to ensure timely completion of the
project. Our project management plans also incorporate the occupational health and safety of
workers assigned to the proposed project, environmental management, and how our Group shall

control the quality of the works.

Our project team is responsible for overseeing the project on-site and reports to our
executive Directors on the status of our projects and identify problems that need to be resolved.
Depending on the scale and complexity of the project, our project team generally comprises the
following key personnel: (i) Project Manager; (ii) Site Agent; (iii) Project Engineer; (iv) Quantity
Surveyor; (v) Foreman; and (vi) Safety Officer. Our executive Directors also closely monitor the
progress of the project on a continuous basis to ensure that our works meet our customers’
requirements, within budget and in compliance with all applicable laws and regulations. Set out

below are some general duties of the key personnel of our project team:
(i)  Project Manager

Our Project Manager is responsible for preparing the project plan, liaising with other
members of the project team on the status of the project, reviewing progress reports and
daily site records, liaising with our subcontractors, ensuring that all supplies can be ordered
and ensure works quality, safety and environmental issues in accordance with our
customers’ requirements and statutory regulations. Our Project Manager directly reports to
our Chief Executive Officer regarding the status of the project on a continuing basis. Our
Project Manager is the principal on-site contact between the customer and our Group,
handles instructions and technical issues received from the customer and is also responsible
for attending progress meetings and communicating with the customer on the status of the

project.
(ii) Site Agent

Our Site Agent is responsible for assisting the preparation of the project plan,
monitoring and supervising project works on-site, including tracking work progress for
reporting to our Project Manager and communicating with our Foreman regarding the
planned operations for each project on a daily basis. For projects of smaller scale and
complexity to which our Project Manager is not required to be assigned, our Site Agent

would also hold the responsibilities of Project Manager.
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(iii) Project Engineer

Our Project Engineer is responsible for overseeing the engineering aspects of the
project, preparing daily site records, recording the number of workers on-site and the
description of works performed by our workers and/or subcontractors. Site records are
reviewed by our Project Manager on an ongoing basis and may be spot-checked by our
Chief Executive Officer. For ELS works and other necessary temporary structures and
depending on subcontracting requirements, our Project Engineer may need to provide our

construction designs with supporting calculations to our customer for further approval.
(iv) Quantity Surveyor

Our Quantity Surveyor is responsible for inspecting work progress on-site, measuring
the work done by our subcontractors, handling purchase orders to ensure that projects are on
schedule and updating our Project Manager on the latest progress of the project as certified

by our customers.
(v) Foreman

Our Foreman is responsible for the coordination of machinery, labour and other
resources of the project, and the supervision of our own employees and/or our

subcontractors on-site on a full-time basis.
(vi) Safety Officer

Our Safety Officer is responsible for setting up safety plans for workers when carrying
out their works on construction sites, inspecting the safety of machinery and equipment,
ensuring safe working environments for our workers, carrying out safety trainings for all

levels of employees, handling safety incidents and keeping safety records.
Arranging machinery and equipment

Most of our works involve usage of machinery and equipment. When site equipment is
required for a project, we either make use of our own site equipment or rent from external site
equipment rental service providers. Mr. Lau and the Project Manager, are responsible for
managing the site equipment for all projects and determining the types of site equipment to be
used, the time for the usage of site equipment and the transportation logistics of site equipment.
For details on our machinery fleet, please refer to the paragraph headed ‘“Machinery” in this

section.
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Procurement of construction materials

The key construction materials that we purchase include concrete, steel-reinforced bars and
structural steel. Our project team consults our quantity surveyors and engineering department to
determine the quantity, delivery schedule, specifications and type of construction materials to be
purchased in order to meet our customers’ requirements. Our purchasing department will then
place orders with our approved suppliers and purchase the required materials. We purchase
construction materials on a project-by-project basis as and when they are needed. In some cases,
our customers will purchase certain construction materials on our behalf in the relevant projects.
Please refer to the paragraph headed “Sales, marketing and customers — Customers who were also
our suppliers/subcontractors — 1. Contra charge arrangement with our customers” in this section

for further details.
Engagement of subcontractors

Depending on our capability, resources available, requirement of machinery and equipment,
cost effectiveness and the complexity of the project, we may further subcontract specific parts of
the project to our subcontractors. Please refer to the paragraph headed “Subcontractors™ in this

section for further details.
Project management and execution

The construction works are executed by our direct labours and/or our subcontractors under
the supervision of our on-site project teams and representatives of our customers. To ensure each
project is executed efficiently and smoothly, we take a proactive approach to supervise the
progress. Our Chief Executive Officer visits each project site from time to time with an aim to
resolve any issues identified by our members of project team and/or site staff. Our Chief
Executive Officer and our project team also maintain frequent dialogues with our customers,

suppliers and subcontractors in order to make sure that each project is executed according to plan.
Variation orders

Our customer may, in the course of project execution, place additional orders concerning
variation to part of the works that are necessary for completion of the project. Such orders are
commonly referred to as variation orders. Variation orders may include: (i) additions,
substitutions, alterations, changes in quality, form, character, kind, position or dimension; (ii)
changes to any sequence, method or timing of construction specified in the original contract; and
(iii) changes to the site or entrance to and exit from the site. We will discuss with our customer to
mutually agree on the sum of variation orders which may be added to or deducted from the
contract sum under the original contract. We are usually notified of a variation order by way of a
letter from our customer setting out the detailed works to be carried out as a result of such
variation order. We will then prepare and submit the rate for such variation order to our customer
for approval. The principal terms and settlement of variation orders are generally in line with the

terms of the original contract.
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Monitoring and quality inspection

Our executive Directors, with the assistance of our project team, monitor work progress,
project performance, risks in delaying the construction programme, comments from our customer
and follow-up matters for the project. In addition, we hold progress meetings with our customer
throughout the project to keep our customers informed of the projects status and any major issues

identified during project execution.

Our Project Manager is responsible for overall supervision of overall workforce on site to
monitor the quality and ensure the projects are executed in accordance with our quality standards.
Our Site Agent is required to prepare site daily records describing the works performed by our
workers or subcontractors (if any). Such site daily records are passed to our Project Manager for
review. Our Site Agent also assists our Project Manager to monitor work progress and coordinate
with our Foreman to supervise workmanship and quality.

Our work progress is also inspected by our quantity surveyor before we prepare payment

applications to our customer.
Customer inspection and application for payment and certification

In addition to our quality inspection as described above, our customers also inspect our
works done from time to time in order to confirm and certify completion of the relevant works
before our interim payment applications are certified. Upon completion of such inspection, our

customer may issue a report specifying defects that need to be rectified by us (if any).

We are entitled to receive progress payments from our customers. Our application for
progress payments is normally made on a monthly basis. Based on the works performed by us in
the preceding month, we submit to our customers interim payment applications which generally
include details of completed works, the actual quantities of our work done, variation orders (if
any) and the cost of the materials delivered on a monthly basis. The amount to be received by us
from some customers (who are also our suppliers of certain construction materials and other
supplies) is netted off by any contra-charge paid by our customers on our behalf, details of the
contra-charge arrangement are set out in the paragraph headed “Customers who were also our
suppliers/subcontractors — 1. Contra charge arrangement with our customers” in this section.
Once our customer approves our payment application, a payment certificate will be issued to us.
Generally, we receive payment from our customers within 7 to 45 days of our payment
application. Our customer will usually retain up to 10% of each interim payment and up to a

maximum limit of 5% of the contract sum as retention money.
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We normally pay progress payment to our subcontractors on a monthly basis with reference
to the value of the work performed by our subcontractors in the preceding month after our
inspection and verification on their works. Generally, we are required to pay our subcontractors

within 30 to 60 days of payment application submitted by our subcontractors.
Project completion

Once we have completed the entire project to the satisfaction of our customer, our customer
will usually issue a practical completion certificate or confirm practical completion in writing for
the project certifying the contract works have been completed, tested and approved. In some
projects, less formal procedures will take place where the parties agree on practical completion by
exchange of correspondence. A contract is normally regarded as practically completed when (i)
the works under the contract have been duly completed as verified by our customer after
inspection; (ii) there is no apparent defect; and (iii) maintenance or defects liability period
commences. It generally takes approximately 7 to 45 days for us to reach an agreement on the
final account with our customers. During the Track Record Period and up to the Latest Practicable
Date, our Group did not have any material disputes with our customers.

Defects liability period and release of retention monies

Our customers normally require a defects liability period, during which we are responsible
for rectifying defects or imperfections in relation to our works done which are discovered after
completion. The defects liability period typically last for 12 months after completion. Upon
expiration of the defects liability period, the retention monies will be released to us by our

customers.
DURATION OF OUR PROJECTS

Duration of our projects is affected by a wide range of factors including technical
complexity, urgency, underground and geological conditions, input of machinery and labour and
expectation of customers, amount of variation orders and weather conditions, and a single or
combination of these factors can significantly vary the duration of our projects. During the Track
Record Period and up to the Latest Practicable Date, our Group did not experience any delay in
project completion which would have had a material impact on our business, financial condition

or results of operations.
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QUOTATIONS AND SUCCESS RATES

Tendering is commonly used between main contractors and project employers and we, as a
subcontractor, did not usually submit tenders in our own capacity of any projects undertaken by
us during the Track Record Period. We, however, send our quotations to our customers or
potential customers and the terms with our customers were arrived based on arms length
negotiations. The following table sets out the number of quotations submitted, number of
quotations accepted and our success rate during the Track Record Period and up to the Latest
Practicable Date:

From
1 January
2017 up to
For the year ended the Latest
31 December Practicable
2014 2015 2016 Date
(Note)
Number of quotations
submitted 49 42 60 24
Number of quotations accepted 9 6 10 4
Success rate 18.4% 14.3% 16.7% 16.7%

Note: Out of the total 24 quotations submitted since 1 January 2017 up to the Latest Practicable Date, 17 quotations

were still under evaluation by our potential customers as at the Latest Practicable Date.

Our Directors confirm that our quotation success rates are within their expectation. Although
it appears that our quotation success rate generally decreased during the Track Record Period, the
opportunity for us to submit quotations surged while our capacity has been engaged by our
projects on hand. Nevertheless, it was our strategy to be respectful of our customers’ quotation
invitations and submit quotation to our customers in order to maintain business relationship and
maintain our presence in the market. Under such circumstances, we normally factored in slightly
higher profit margin to cover the cost for the needs of putting in additional resources, such as
project management staff and subcontracting arrangements, which may decrease the attractiveness
of our quotations. Despite this, our Directors consider that the increasing number of quotations
submitted for the year ended 31 December 2016 and up to the Latest Practicable Date and the
increase in success rate from the year ended 31 December 2015 is evidence of our solid presence
in the industry and support our business strategy of expanding our machinery fleet capacity.
Please refer to the section headed “Business Objectives and Future Plans™ in this prospectus for

further details.
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SALES, MARKETING AND CUSTOMERS
Sales and marketing

During the Track Record Period, our business opportunities were awarded by ways of
quotations requested by our customers. Our Directors and our senior management are responsible
for maintaining our customers’ relationship, and keeping abreast of market development and
potential business opportunities. Our Directors believe that our management team and employees
have helped our Group build a reputation in the industry we are engaged into in terms of project
planning and execution and meeting customers’ requirements, which has been made possible by
their experience in the industry and dedication to the profession. Accordingly, we do not maintain
a team of sales and marketing staff, because we believe we rely on word-of-mouth of our
customers to attract new referrals for future projects, and we believe our provision of quality
services in our existing and past projects are the key to retain our existing customers. We

currently have no plan to carry out any marketing activities such as mass media advertisements.
Our customers

Our customers are principally main contractors and subcontractors of construction projects.
For each of the three years ended 31 December 2014, 2015 and 2016, 95.7%, 99.6% and 100% of
our revenue were derived from construction projects in private sectors. All of our customers are

located in Hong Kong and all of our service fees are denominated in Hong Kong dollars.
Top five customers of our Group

During the Track Record Period, the total revenue attributable to our top five customers who
are independent third parties amounted to approximately HK$53.8 million, HK$74.8 million and
HK$131.8 million, representing 100.0%, approximately 99.4% and 100.0% of our total revenue,
respectively. During the same period, the total revenue attributable to our largest customer
amounted to approximately HK$46.4 million, HK$34.0 million and HK$59.2 million, representing
approximately 86.2%, 45.1% and 44.9% of our total revenue, respectively. None of our Directors,
Shareholders (who to the knowledge of our Directors owns more than 5% of the issued share
capital of our Company) or their respective associates had any interest in any of our top five

customers during the Track Record Period.
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The following tables set forth the details of our top five customers for the periods indicated:

For the year ended 31 December 2014

Rank Customer

(Note 1)

Fong On

Ming Lee Foundation ¢ %

Customer C N 3

Customer D (No¢ 4
(Note 5)

DB W o —

Customer E

Subtotal

Total

Approximate

percentage of

our Group’s

Revenue total revenue
(HKS$°000) (%)
46,372 86.2
2,991 5.6
2,115 3.9
1,471 2.1
836 1.6
53,785 100.0
53,785 100.0

For the year ended 31 December 2015

Rank Customer
1 Fong On (Note 1)
2 Ming Lee Foundation ™ 2
3 Vibro Construction N ©
4 Customer G N°¢ 7
5 Customer C N 3
Subtotal

Other customers

Total

Approximate

percentage of

our Group’s

Revenue total revenue
(HK$’000) (%)
33,965 45.1
24297 323
9,669 12.8
6,543 8.7
356 0.5
74,830 99.4
490 0.6
75,320 100.0

- 120 -

General
Credit
period

(days)

7 to 14
30
30
30 to 40
7

General
Credit
period

(days)

7Tto 14
30
45

30
30

Length of
business
relationship
with our Group
as at the Latest

Payment Practicable

method Date

(years)

By cheque 4

By cheque 11

By cheque 6

By cheque 3
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For the year ended 31 December 2016

Rank

Notes:

ey

2

3

“

&)

(6)

)

(3)

©

Length of

business

relationship

with our Group

Approximate as

percentage of General at the Latest

our Group’s Credit  Payment Practicable

Customer Revenue total revenue period  method Date

(HK$°000) (%) (days) (years)

Fong On Note 1) 59,192 449 7t0 14 By cheque 4

Ming Lee Foundation N 2 34,404 26.1 30 By cheque 11

Vibro Construction N°'¢ © 33,554 25.5 45 By cheque/ 11

bank transfer

Customer H N°'¢ ®) 4332 3.3 30 By cheque 1

Customer 1 No'¢ 9 331 0.3 15 By cheque 1
Subtotal 131,813 100.0
Total 131,813 100.0

Fong On Construction Limited (“Fong On”) is a private company which was incorporated in Hong Kong in
1998 and it has approximately 40 employees. It is a registered specialist contractor specialising in foundation
works, site formation works, demolition works and ground investigation field works. It is also a registered
General Building Contractor approved by the Buildings Department.

Ming Lee Foundation Company Limited (“Ming Lee Foundation™) is a private company which was
incorporated in Hong Kong in 2007 and it has approximately 60 employees. It is a construction contractor
specialising in foundation subcontracting works. Ming Lee Foundation was also one of our top five
subcontractors for the two years ended 31 December 2015.

Customer C is a private company which was incorporated in Hong Kong in 2005 and it has approximately 30
employees. Its principal business is the provision of construction engineering works.

Customer D is a private company which was incorporated in Hong Kong in 2007 and it has approximately
40 employees. Its principal business is the provision of construction engineering works.

Customer E is a private company which was incorporated in Hong Kong in 1988. It specialises in
construction engineering works.

Vibro Construction Company Limited (“Vibro Construction™) is a private company founded in 1980 which
has approximately 400 employees and is specialising in civil engineering works such as roadway
construction and maintenance, drainage work and slope stabilising work. It is a subsidiary of NWS Holdings
Limited (stock code: 0659), a company listed on the Main Board.

Customer G is a private company incorporated in 1988 which has approximately 90 employees. It is a
registered specialist contractor in respect of site formation works, foundation works and demolition works. It
is also a registered General Building Contractor approved by the Buildings Department and a subsidiary of a
company listed on the GEM.

Customer H is a private company incorporated in 1996 which has approximately 40 employees. It is a
registered specialist contractor in respect of site formation works, foundation works and demolition works. It
is also a registered General Building Contractor approved by the Buildings Department.

Customer I is a private company which was incorporated in Hong Kong in 2010. It specialises in
construction engineering works.

- 121 -



BUSINESS

During the Track Record Period and up to the Latest Practicable Date, our Group had no
dispute with or claim from our customers which would have had a material impact on our
business, financial condition or results of operations.

Customer concentration

For each of the three years ended 31 December 2014, 2015 and 2016, the percentage of our
total revenue attributable to our five largest customers in aggregate amounted to 100%,
approximately 99.4% and 100%, respectively. The percentage of our total revenue attributable to
our largest customer, Fong On, amounted to approximately 86.2%, 45.1% and 44.9% respectively
for the same periods. According to the Ipsos Report, there is an industry norm of limited
customer base and high customer concentration in the foundation and site formation
subcontracting and sub-subcontracting industries.

Our relationship with Fong On
Background of Fong On

Fong On is a main contractor of foundation works, site formation and clearance works,
erection of architectural superstructures works, and civil engineering construction works in Hong
Kong. It is registered under the Buildings Ordinance as a general building contractors and a
registered specialist contractor under the sub-register of foundation works category with the
Buildings Department in Hong Kong.

Business relationship with Fong On

Our Group have been acquainted with Fong On through customer referrals during several
business occasions since 2012. After demonstrating our Group’s proven records in completion of
technical geotechnical works properly to our customers’ satisfaction and in view of our business
reputation and operational capacity, we were invited to provide several quotations for the
subcontracting services of several technical foundation and site formation projects of Fong On.
We were subsequently awarded the foundation works subcontract for stage one of the Cape Road
Project in 2013. Our Directors believe that Fong On has regarded the Cape Road Project to be of
high level of complexity given the geological conditions of the project site and the specific
requirements of the employer. By leveraging on (i) our Group’s extensive experience in slope
works, which our Directors considered complementary to the provision of foundation works on
steep inclined landform in the Cape Road Project, and (ii) the extensive experience of Mr. Lau,
our executive Director, in the foundation works industry, we were awarded the Cape Road
Project. Further, our Directors are of the view that in the course of the Cape Road Project, our
proactive and timely management of project issues, our efficient project execution, and our
success in completing the project properly to the satisfaction and requirements of Fong On has
gained us trust and confidence from Fong On. We have established a stable business relationship
with Fong On since then. To the best knowledge and belief of our Directors, none of our Group,
our Directors or their respective close associates or the Shareholders (who or which, to the best
knowledge of our Directors, own more than 5% of the issued share capital of our Company) has
any historical and/or existing relationships, business or otherwise, with Fong On.
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During the Track Record Period, we had undertaken 6 contracts with Fong On, each of them
had a contract sum of over HK$10 million. The demand for our foundation and site formation
works from Fong On remained stable during the Track Record Period. During each of the three
years ended 31 December 2016, we received 10, 10 and 18 invitations for quotation from Fong
On, respectively. Among such invitations, we responded to and submitted 8, 9 and 12 quotations
in respect of such invitations respectively, for which 1, 2 and 3 contracts were awarded to us,
with corresponding aggregate contract sum of approximately HK$25.8 million, HK$78.9 million
and HK$61.9 million, respectively. Subsequent to the Track Record Period and up to the Latest
Practicable Date, we have received 8 invitations for quotation from Fong On, we responded to
and submitted 4 quotations and were awarded with 1 contract with contract sum of approximately
HK$13.3 million. Our Directors confirmed that the terms and the pricing policies of the
transactions with Fong On are in line with the market and similar to the transactions with our

other customers.

For the year ended 31 December 2014, our revenue attributable to Fong On amounted to
approximately 86.2% of our total revenue. This was because we mainly served Fong On in that
year for the Cape Road Project, the residential property redevelopment project in Yau Ma Tei and
the hotel building development project in Sham Shui Po, which had a contract sum of
approximately HK$16.7 million, HK$25.8 million and HK$20.2 million, respectively. Our
Directors consider that it is not uncommon in the construction industry for a single project to
have a large contract sum such that a sizeable project can contribute to a substantial amount of
our revenue in a financial year. Therefore, as we decided to undertake the projects aforesaid with
sizable scale, Fong On could easily become our largest customer in terms of revenue contribution
in the year ended 31 December 2014.

Contractual arrangement with Fong On

Our Directors confirmed that our Group’s transactions with Fong On is based on normal
commercial terms and were entered into in the ordinary and usual course of business. Consistent
with our arrangements with other customers, we entered into construction contracts with Fong On
on a project-by-project basis. Our agreements with Fong On generally contain material terms
including (i) interim payment terms which require Fong On to pay us on a monthly basis with a
credit term of up to 14 days from the issue of payment certificate for the interim and final
payments. Fong On is generally entitled to retain 10% of each interim payment and up to a
maximum limit of 5% of the total contract sum as retention money; (ii) contra-charge arrangement
under which Fong On will procure materials or pay miscellaneous expenses on our behalf, details
of which are set out in the paragraph headed “Customers who were also our suppliers/
subcontractors — 1. Contra charge arrangement with our customers” in this section; and (iii)

defects liability period of 12 months.
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Sustainability of our business

Our Directors consider that the concentration of customers would not render our Company
unsuitable for listing or our business model not sustainable after taking into account the

following:

We are able to undertake foundation and site formation projects with different customers to

reduce the level of customer concentration

We have been providing construction works services as a subcontractor in Hong Kong since
2003. Leveraging on our Group’s extensive experience in slope works, which our Directors
considered to be complementary to the provision of foundation and site formation works, and the
extensive experience in the foundation works industry of Mr. Lau, our executive Director, we
gradually expanded our scope of services from slope works to foundation and site formation
works in 2010. Over the years, we believe that we have earned a good reputation in the
foundation and site formation industry and established stable relationship with our customers. In
particular, we try to differentiate ourselves from our competitors through our expertise in slope
works and foundation works on extreme geological location such as steep inclined landform. Our
Directors believe that our established operating history and our wide range of projects references
fortified our reputation and enabled us to secure projects from different main contractors. For
details of our competitive strengths, please refer to the paragraph headed “Our competitive

strengths” in this section.

Leveraging our established track record and other competitive strengths mentioned above, if
any of our major customers reduces the number of contracts with us or terminates its business
relationship with us, we believe we would be able to utilise our spare operational resources to
serve other existing customers and new customers in a timely manner. For instance, upon
completion of stage one of the Cape Road Project with Fong On in relation to piling work and
ELS works in June 2014, and the completion of the residential property redevelopment project in
Yau Ma Tei with Fong On in relation to piling and monitoring works in February 2015, we
deployed our resources to commence works for new contracts with customers comprising
Customer C and Customer D with an aggregate contract value of over HK$3.9 million in June
2014, and we further commenced works for another 4 new contracts with customers comprising
Ming Lee Foundation, Vibro Construction and Customer G with an aggregate contract value of
over HK$103.9 million in the first and second quarter of 2015.
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Furthermore, given that our foundation and site formation projects are non-recurring in
nature, we entered into contract with our customers on a project-by-project basis and there was no
contractual term which prohibited us from developing business relationship with new customers.
Therefore, we can freely undertake foundation and site formation projects with new customers and
expand our customer base, subject to availability of our machinery and manpower resources on
hand. Our Group has been keen to nurture business relationship with new customers to diversify
our customer base. Details of our efforts to diversify our customer base are set out in the

paragraph below.

We will continue to diversify our customer base and our Directors believe that the extent of

customer concentration is likely to decrease in the future

We identify and take on new customers from time to time and have no intention to limit
ourselves to serve only Fong On. With our effort to diversify our customer base, the revenue
generated from our customers other than Fong On had increased from HK$7.4 million for the year
ended 31 December 2014 to HK$41.4 million for the year ended 31 December 2015, and further
increased to HK$72.6 million for the year ended 31 December 2016, representing approximately
13.8%, 54.9% and 55.1% of our revenue during the respective period. Furthermore, our Group
considers that we have no difficulties in expanding our services to new customers. During the
Track Record Period and up to the Latest Practicable Date, our Group has established new
business relationship with seven new customers, from whom we were awarded 11 contracts with
contract sum amounted to approximately HK$89.2 million, representing approximately 21.6% of

our total contract sum awarded for the same period.

Our targeted customer base is limited to a few reputable contractors which actively take part in
the foundation and site formation works sector

It is our priority to work with reputable and sizeable contractors, which in turn tend to
undertake sizeable construction projects. We believe that working with these contractors, given
the past working experience and their relatively strong financial strength would reduce our credit
risk, secure future business opportunities with them and bolster our job reference. When we
decide to undertake sizeable projects with large contract sum, we would dedicate sufficient
resources into these projects and may not scatter our focus to compete for other less significant

projects with overlapping of work programme.

During the Track Record Period, taking into account our available production capacity at
that time, we prioritised our resources to cater to our major customers’ demand of our services for
maintaining business relationship with them, which gave rise to the concentration situation. In the
event that any of our major customers does not maintain a business relationship with us in the
future, our Directors consider that we would have spare capacity to undertake other projects from
other customers.
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It is not uncommon for a single project to have a relatively large contract sum such that a
small number of projects can contribute to a substantial amount of our revenue. Therefore, if we
decide to undertake a certain project with large contract sum, the relevant customer may easily

become our largest customer in terms of revenue contribution to us
We have a mutual and complementary business relationship with our customers

We consider that it is mutually beneficial and complementary for both our major customers
and us to maintain a close and stable business relationship with each other for the following
reasons: (a) our Directors believe that our major customers could benefit from our proven track
record as a quality subcontractor in handling foundation and site formation projects to ensure
their projects are executed on time, within budget and in accordance with their quality standards;
(b) our Directors believe that our support to our major customers (as main contractor or principal
subcontractor) in the tender bidding process enabled our major customers to leverage our Group’s
strong capabilities in specialised foundation and site formation works to strengthen their tender
proposition and this relationship allowed our Group to enjoy a steady stream of foundation and

site formation projects.
Our Directors believe that we are capable of maintaining our revenue growth

The gross output value of the construction works performed by subcontractors experienced a
growth at a CAGR of about 21.5% from 2011 to 2016. According to the Ipsos Report, the outlook
of Hong Kong’s construction industry is positive, and the weight of subcontractor in the overall
construction work is expected to continual grow. Our Directors believe that we would be able to
maintain a stable revenue growth in view of the following growth drivers, details of which are set
out in the section headed “Industry Overview — Market drivers of the foundation subcontracting

industry in Hong Kong” in this prospectus:

. the rising population will boost the demand for residential buildings and so there will
be more renovation and construction projects of private and public residential

buildings; and
. the Government has taken initiatives to increase the housing supply.

On the basis of the above, our Directors believe that there are plenty of market opportunities
for foundation and site formation works available for our Group to further develop our customer

base in the long run and reduce the extent of customer concentration.
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We plan to expand our scale of operation

Our Directors consider that the customer concentration is in part due to the fact that we are
utilising our machinery and equipment towards their maximum capacity. During the Track Record
Period, our machinery and equipment were substantially deployed to different construction sites
of our projects and the utilisation rates of our machinery and equipment significantly increased
from 58.3% for the year ended 31 December 2014 to 81.6% for the year ended 31 December
2015. The utilisation rates further increased to 92.4% for the year ended 31 December 2016. Due
to the limit on the number of our machinery and equipment on hand, we could be restricted to
undertaking a limited number of sizeable projects, hence giving rise to the customer concentration
during the Track Record Period. Although we may consider renting the required machinery and
equipment from third parties from time to time, the rental expenses will inevitably reduce our
profitability. As such, we are planning to expand our capacity to undertake more projects for
different customers by strengthening our machinery fleet. We intend to use approximately
HK$20.0 million from the net proceeds from the Public Offer to invest in machinery and site
equipment for our projects and approximately HK$9.5 million from the net proceeds to recruit
and train staff members to capture these business opportunities. Please refer to the section headed

“Business Objectives and Future Plans™ in this prospectus for further details.
Customers who were also our suppliers/subcontractors
1. Contra charge arrangement with our customers

It is common in the industry that a customer may pay on behalf of its contractor for certain
expenses for a project, whereby such expenses would be deducted from its payments to that
contractor in settling its contractual fees for the project. Such payment arrangement is referred to
as the contra charge arrangement and the amounts involved are referred to as the contra charge

amounts.

During the Track Record Period, we had contra charge arrangement with some of our
customers. In this context, we regard such customers as our suppliers as well. Such contra charge
generally included purchase cost of construction materials, leasing of machinery, payment of
labour costs, and other miscellaneous expenses. Upon our request, or at the discretion of our
customers, our customers may purchase construction materials such as concrete or pay
miscellaneous expenses on our behalf, where we settled such amounts with our customers
through contra charge arrangement. During the Track Record Period, as confirmed by our
Directors, we had no material dispute with our customers as regards the contra charge
arrangement and the contra charge amounts involved which would have had a material impact on

our business, financial condition or results of operations.
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For each of the three years ended 31 December 2014, 2015 and 2016, the contra charge
amounts amounted to approximately HK$1.2 million, HK$2.1 million and HK$4.6 million,

respectively, representing approximately 2.8%, 3.8% and 4.3% of our total cost of sales for the

same periods respectively. The following table sets forth the contra charge amounts with our

major customers and their respective revenue contribution for each of the three years ended 31

December 2014, 2015 and 2016:

Fong On

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate % to our
total cost of sales

Ming Lee Foundation

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate % to our
total cost of sales

Customer C

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate %
our total cost of sales

0

Customer D

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate %
our total cost of sales Y

0

Customer E

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate %
our total cost of sales

0

Vibro Construction

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate % to our
total cost of sales

Customer G

Revenue derived and approximate %
to our total revenue

Contra charge amounts and approximate % to our
total cost of sales

For the year ended 31 December

2014
HKS$’000 %
46,372 86.2%
576 1.4%
2,991 5.6%

(514yNore D (1 2y9p

2,115 3.9%
80 0.2%
1,471 2.7%
1,016 2.5%
836 1.6%
8 -
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2015
HKS$’000

33,965

63

24,297

1,654

356

9,669

123

6,543

230

%

45.1%

0.1%

32.3%

3.0%

0.5%

12.8%

0.2%

8.7%

0.4%

2016
HKS$’000

59,192

2,161

34,404

2411

33,554

59

%

44.9%

2.0%

26.1%

2.2%

25.5%

0.1%
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Note:
1. The amount represented reimbursement of contra charge over-provided in prior year.
2. We were awarded 2 public sector projects in 2014, including the infrastructure development project in Kai

Tak Area and the other project with contract sum of approximately HK$227,000. Since these were public
projects, Customer D strictly adhered to the practice of reimbursing wages to employees employed by
subcontractors in the capacity of superior subcontractor in accordance with the respective master contracts set
by the principal contractors. As such, the contra charge amounts comprising mainly labour costs paid to
workers employed by us or our subcontractors accounted for a significant portion of the revenue attributable
to this customer. As the abovementioned projects (i) mainly involved mini-piling and hoarding works, which
were of relatively low complexity with less special requirement; and (ii) were public sector projects, which
were normally of lower profit margin, it resulted in a lower weighted average profit margin of approximately
6.4%. These contracts, however, only contributed to approximately 2.7% of our total revenue for the year
ended 31 December 2014.

2. Ming Lee Foundation and its affiliated entity

During the Track Record Period, Ming Lee Foundation was also one of our major
subcontractors, and Ming Lee Engineering Company Limited (“Ming Lee Engineering”), an
affiliated entity of Ming Lee Foundation, was one of our major suppliers which provided

machinery rental services to us.

Our Group have been conducting business with Ming Lee Foundation since 2006. In line
with our Group’s historical development and leveraging on the extensive experience of Mr. Lau,
our executive Director, in the foundation works industry, we gradually expanded our scope of
services to Ming Lee Foundation from slope works to foundation and site formation works.
During each of the three years ended 31 December 2014, 2015 and 2016, we received 13, 12, and
15 invitations for quotation from Ming Lee Foundation, respectively. Among such invitations, we
responded to and submitted 9, 8 and 10 quotations in respect of such invitations, for which 2, 1
and 4 contracts were awarded to us, with corresponding aggregate contract sum of approximately
HK$14.8 million, HK$35.5 million and HK$40.8 million, respectively. For the year ended 31
December 2015, our revenue attributable to Ming Lee Foundation increased from 5.6% in 31
December 2014 to 32.3% of our respective total revenue. This was because we served Ming Lee
Foundation in 2015 for a residential property development project in Tuen Mun, which had a
contract sum of approximately HK$35.5 million. Since such project involved various scope of
work, including tree falling, site formation and slope upgrading works, our Directors considered it
to be a sizeable project of high level of complexity with a larger contract value. As a sizeable
project undertaken would contribute a significant portion of our Group’s revenue in the particular
period, our revenue attributable to Ming Lee Foundation in the year ended 31 December 2015
increased significantly. The percentage of our revenue attributable to Ming Lee Foundation was
approximately 26.1% for the year ended 31 December 2016.
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Our Directors consider that we have a stable, complementary and long-standing relationship
with Ming Lee Foundation. During the Track Record Period and up to the Latest Practicable Date,
the demand for our foundation and site formation works from Ming Lee Foundation remained at a
relatively high level in terms of the number of invitation for quotation, and we had undertaken 3,
4 and 4 contracts with Ming Lee Foundation for each of the three years ended 31 December 2014,
2015 and 2016, respectively.

In respect of the leasing of machinery from Ming Lee Engineering, we lease machinery from
other parties on a project-by-project basis, which provides us with flexibility to supplement our
fleet of machinery. In selecting suitable machinery rental service providers, our Directors
primarily take into account factors such as (i) availability of machinery required by the specified
project; (ii) conditions of machinery and timeliness on delivery to specified site(s) based on their
past performance; and (iii) rental fees charged. Our Directors are of the view that Ming Lee
Engineering was a suitable machinery rental service provider in such circumstances. Our rental
fees were determined by duration and rate of usage and whether operator for the machinery was
required. Our Directors confirmed that we rented machinery and equipment from Ming Lee
Engineering in our ordinary course of business and on normal commercial terms and such practice
is consistent with our usual machinery rental practice as discussed in the paragraph headed
“Leasing of machinery” in this section. The machinery rented from Ming Lee Engineering were
not necessarily used in the projects of Ming Lee Foundation. The construction contracts entered
into between Ming Lee Foundation and us did not contain any exclusivity clause in relation to
machinery rental. We were not limited to rent machinery from Ming Lee Engineering exclusively
nor did Ming Lee Foundation have a right of first refusal in such regard. Our Directors confirmed
that the machinery rental did not have any linkage with the construction contracts granted to our
Group and there were no other side agreements, arrangements, understanding or undertakings
between our Group and Ming Lee Foundation in connection with the machinery rental services
and subcontracting services discussed below.

In respect of the subcontracting services provided to/by Ming Lee Foundation during the
Track Record Period, the foundation and site formation works undertaken by us for Ming Lee
Foundation involved pipe piles and mini piles construction works as well as rock dowels and
shotcreting works, while the works undertaken by Ming Lee Foundation for us mainly involved
pile cap construction and ELS works, which were of different nature. Moreover, the foundation
and site formation works undertaken by us for Ming Lee Foundation and the works undertaken by
Ming Lee Foundation for us were located at different construction sites. Our Directors believe
that Ming Lee Foundation engaged us to perform those piling works as well as rock dowels and
shotcreting works due to various factors including our long-standing business relationship with
Ming Lee Foundation since 2006. To the best knowledge and belief of our Directors, Ming Lee
Foundation did not maintain the requisite workforce of skilled labour for rock dowels and
shotcreting works, and they may prefer to prioritise their resources in larger scale pile cap
construction and ELS works rather than pipe piles, mini piles or other site formation construction
works. Hence, Ming Lee Foundation may opt to engage third party subcontractors to perform
such works to optimise their allocation of resources and allows for flexibility. According to the
Ipsos Report, multilayer subcontracting is a common practice in the construction and foundation
industry in Hong Kong.
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Our Directors confirmed that we engaged Ming Lee Foundation to perform pile cap
construction and ELS works under the aforesaid because of various factors including but not
limited to the availability of specialised machinery which we did not possess, the nature and scale
of the works and better allocation of our resources, which was consistent with our usual
subcontracting practice as discussed in the paragraphs headed “Subcontractors” and “Selection of
subcontractors” in this section. Our Directors confirmed that the subcontracting services did not
have any linkage with the construction contracts granted to our Group, and our Directors are of
the view that the subcontracting services we received/provided are entered into in our ordinary

course of business and on normal commercial terms.

For the year ended
31 December

2014 2015 2016

Revenue from Ming Lee Foundation

(HK$°000) 2,991 24,297 34,404
As a % of our total revenue 5.6% 32.3% 26.1%
Rental fees paid to Ming Lee Engineering

(HK$°000) - 976 3,792
Subcontracting fees paid to Ming Lee

Foundation (HK$’000) 9,970 7,942 -
Subtotal (HK$’000) 9,970 8,918 3,792
As a % of our total cost of sales 24.2% 16.4% 3.5%
Weighted average of gross profit margin 46.7% 38.2% 23.9%

To the best knowledge and belief of our Directors, Ming Lee Engineering, Ming Lee

Foundation and their ultimate beneficial owner are independent third parties.

During the Track Record Period, Ming Lee Foundation was also one of our suppliers due to
the contra charge arrangement between us. Negotiations of the terms of our sales to as well as
rental and purchases from Ming Lee Foundation were conducted on an individual basis and the
sales, rental and purchases were neither interconnected nor inter-conditional with each other. Our
Directors confirmed that, during the Track Record Period, the subcontracting services we obtained
from Ming Lee Foundation were rendered to other customers other than Ming Lee Foundation.
Our Directors also confirmed that the terms and the pricing policies of transactions with Ming Lee
Foundation are in line with the market and similar to those transactions with our other customers,
suppliers and subcontractors. For details of the contra charge arrangement, please refer to the
paragraph headed ‘“Sales, marketing and customers — Customers who were also our suppliers/

subcontractors — 1. Contra charge arrangement with our customers” in this section.
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Common contract terms between our Group and our customers

Our customers generally have a standard form of contract containing common terms and

conditions under which our Group would provide its services on a project-by-project basis and

variation may be made in accordance with our customers’ requests. Set out below are the major

terms and conditions.

Contract period

Type and scope of works

Further subcontracting

Contract sum

Payment terms

Variation orders

Based on the completion timeline as set out in each
contract. The contract period may be extended by the
main contractor and/or the end-customer from time to

time pursuant to the terms of the contract.

The scope of services and type of works to be carried

out by our Group are specified in the contract.

Further subcontracting is generally allowed but in some

cases, is subject to prior consent of the customer.

The initial sum for carrying out the scope of work,
calculated with reference to the rates and prices in the
bills of quantities or schedule of rates in the contract
taking into account the quantities and unit prices of
construction materials and the amount and cost of labour

to be used.

We are required to submit interim payment applications
to our customers, usually on a monthly basis. Our
customers will settle payment thereafter or in cases
where our customers are the main contractor, after our
main contractor customers receive their payment from
the end-customer. The credit term is generally 7 to 45
days from the date of payment application to our

customers.

Our customer may from time to time during the contract
period order us to make variations to our works. The
variations are usually valued by (i) referencing to the
rates and prices in the bills of quantities or schedule of
rates in the contract; or (ii) a separate quotation to be

agreed upon.
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Insurance

Performance bond

Retention monies and

defect liability period

Liquidated damages

Termination

The main contractor is responsible for all-risk, third-
party, and employees’ compensation insurance at the
construction site against damages, claims and
compensation in respect of the persons who are
employed (including those employed by subcontractors)
to work at the construction site. Our Group is
responsible for risks not covered by the main contractor

and against our machinery and vehicles.

It is a common requirement in the construction industry
that a guarantee, by way of performance bond, of
financial institution is given by the contractor in favour
of its customer for the due performance and observance
of all the terms and conditions of the contract. If such a
performance bond is required by us, it is normally
released upon completion of the project. The amount of

performance bond, if any, varies contract by contract.

The contract generally provides for a sum to be held up
by our customer at each interim payment. Generally, the
amount of money to be held up is up to 10% of each
interim payment but the total retention money can be
withheld is subject to a ceiling, typically 5% of the total
contract sum. Generally, the retention money is then
released to us within 12 to 24 months after the project is

completed.

Subject to the terms of the extension of the contract
period, if applicable, we may be required to compensate
our customers for delays in the completion of our works.
Compensation, if any, is calculated on a case-by-case

basis.

If the employment of the principal contractor under the
main contract is terminated before the subcontractor has
fully performed its obligation under the sub-contract, the
principal contractor may at any time thereafter by
written notice to the subcontractor forthwith terminate
the subcontractor’s employment under the sub-contract
and the subcontractor shall be entitled to be paid the full
value of all work properly executed under the sub-

contract.

- 133 -



BUSINESS

If the subcontractor fails to execute the sub-contract
works or to perform its other obligations in accordance
with the sub-contract after being required in writing so
to do by the principal contractor, then in any such event
and without prejudice to any other rights to remedies,
the principal contractor may by written notice to the
subcontractor forthwith terminate the subcontractor’s

employment under the sub-contract.

Pricing policy

Our pricing is determined on a project-by-project basis. In preparing a quotation, we take
into account various factors which generally include (i) the overall expected cost of the project,
made with reference to the rates and prices in the bills of quantities or schedule of rates specified
in each contract and the scope of services and types of works to be carried out; (ii) prices quoted
to us by our suppliers and/or subcontractors; (iii) the costs of construction materials, labour,
machinery and other resources to be used; (iv) the completion timeline as requested by our
customers; and (v) the overall scale and complexity of the project and site conditions. We will
also consider potential difficulties and risks associated with each project when preparing
quotations. Generally, we will prepare our quotations based on our cost estimates as discussed
above, plus a mark-up margin made with reference to prices offered to the particular customer in
the past and the prevailing market trends and conditions in general.

Credit policy and payment by customers

Our Group generally grants a credit period of 7 days to 45 days to our customers. In the
event of good credit quality and repayment history, certain customers may be granted a longer
period of credit on a case-by-case basis. During the Track Record Period, our Group did not have
any bad debt or provisioning made for our trade and other receivable.

We will issue invoices of interim payment to bill our customers for value of works
undertaken on a monthly basis in accordance with the contract. Depending on the timing of the
issuance of payment certificates by our customers and the stage of completion of our works
undertaken in the projects, we generally recognise the amount expected to be received as trade
receivables for works which we had completed and was certified by the customer by the reporting
period end date, or as gross amounts due from customers for (i) works we had completed but
certified by our customers subsequent to the reporting period end date; or (ii) contract costs

incurred that relate to future activity on the contract.
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As the recognition of our trade receivables and our gross amounts due from customers for
contract work are subject to certain factors, including among others, the value of works
undertaken and the stage of completion of the respective projects, the payment applications made
by us, and the issuance of payment certificates by customers, in order to mitigate our risk in
relation to (i) revenue and cost recognition; and (ii) billing management and collectability of our
trade receivables and our gross amounts due from customers for contract work, we have

implemented the following internal control measures:
Revenue and cost recognition

. We have established accounting policies and procedures regarding revenue and cost
recognition based on the percentage of completion of the respective construction
contracts. Our management reports are prepared monthly by our accounting officer,

reviewed by our Finance Director, and approved by our Directors;

. The pricing of our services are overseen by our executive Directors to reduce the risk

of inaccurate estimation and cost overrun; and

. Our Directors and senior management regularly review the progress of the contracts
and the corresponding costs of the contract revenue. Our Chief Executive Officer and
our project managers will visit each project site from time to time to understand the
completion status of the projects and review the payment certificates issued by the

customers.

Billing management and collectability of our trade receivables and our gross amounts due

from customers for contract work

. Our finance department issues payment applications or invoices to our customers for
works undertaken on a monthly basis in accordance with the contracts, and we will
check the corresponding payment certificates issued by our customers against the
payment applications we made. Our project team will liaise with our customers on any

material variance;

. We actively follow up with our customers on any payment certificates outstanding for

more than one month since we issue our payment applications;
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. We closely monitor the payments from our customers pursuant to the terms of each
respective project. Regular meetings are held among our executive Directors, project
teams and finance department to review the aging status of our trade receivables and
the gross amounts due from our customers for contract work. Material overdue
payments are monitored continuously and evaluated on a case-by-case basis and
appropriate follow-up actions will be taken having regard to the customer’s normal
payment processing procedures, our business relationship with the customer, past
reputation, its financial position as well as the general economic environment. Follow-
up actions generally include but not limited to issuing payment reminders and actively
liaising with the customers; and

. We will review the recoverable amount of each individual receivable balance at the
end of each reporting period to ensure adequate impairment losses are provided for

irrecoverable amounts.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any delay or default of payment by our customers which would have had a material
impact on our business, financial condition or results of operations. Further, our Directors are not
aware that any of our major customers has experienced any financial difficulties that may

materially affect our business.

Please also refer to the section headed “Financial Information — Discussion of certain
combined statements of financial position items” in this prospectus for a further discussion and
analysis on our trade receivables and our gross amounts due from customers for contract work

during the Track Record Period.
Retention money

In most of the contracts awarded to us, there is a term for our customers to hold up an
amount generally referred to as retention money from the progress payment. The retention money
is retained by our customers at a rate normally at 10% of each interim payment up to a limit of
5% the total contract sum. Our projects normally require that retention money shall be released
within a typical defect liability period of 12 months after completion of our works. Nonetheless,
in practice, for some project employers or main contractors, the retention money may only be

released after the whole construction project, not just our works, is completed.

As at 31 December 2016, our retention receivables amounted to approximately HK$8.8
million representing about 3.4% of our accumulated revenue recognised during the Track Record
Period. During the Track Record Period and up to the Latest Practicable Date, we had no dispute
with our customers as regards the collection of retention money which would have had a material

impact on our business, financial condition or results of operations.
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Seasonality

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

significant seasonality on an annual basis.
SUPPLIERS
Procurement of materials and services

Our suppliers primarily supply us with construction materials (such as concrete, machinery
spare parts and loose tools, steel reinforcement bars and structural steel, diesel fuel and/or steel
pile and casing) and/or services which primarily include machinery rental and machinery repair

and maintenance.

We generally order the relevant construction materials and services on a project-by-project
basis, and did not enter into any long-term supply agreements with our suppliers. Generally, the
construction materials are delivered to the construction sites for direct consumption and we do not
stock up excess inventory of construction materials at sites. As such, the costs of materials were
accounted for as expense items, and we did not recognise inventory of construction materials on
the combined statements of financial position of our Group during the Track Record Period. We
usually provide construction materials for our projects, and except in the case that we are
provided with materials by our customers, we are able to choose our own suppliers for our
projects. We select our suppliers mainly based on our previous experience with the suppliers and
the reputation of the suppliers in terms of their quality of materials provided and timeliness of
delivery, as well as their price quotation. As at the Latest Practicable Date, we had 99 suppliers
on our list of approved suppliers. Our suppliers normally grant a credit period of 30 to 60 days

from the invoice date.

During the Track Record Period, we did not experience any material shortage or delay in the
supply of materials or services that we required. Our Directors consider that the possibility of

material storage or delay is low given the abundance of suppliers available in the market.
Prices of supplies

Prices are determined by reference to quotations of suppliers and as agreed by the parties on
an order-by-order basis. Our Directors would consider various factors, including but not limited to
the future price trend of the materials and services when preparing quotations and therefore we
would be able to pass on the increase in costs to our customers. During the Track Record Period
and up to the Latest Practicable Date, we did not experience any material fluctuations in the costs
of materials and services that would have had a material impact on our business, financial

condition or results of operations.
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Top five suppliers of our Group

For each of the three years ended 31 December 2014, 2015 and 2016, procurement of

supplies from our five largest suppliers accounted for 18.2%, 20.0% and 13.4% of our total costs

of sale, respectively. During the same period, purchases from our largest supplier accounted for

8.4%, 7.8% and 3.9% of our total costs of sales, respectively.

The following tables set out the profiles of our five largest suppliers during the Track

Record Period:

For the year ended 31 December 2014

Supplier

Supplier A
Supplier B

Supplier C

Supplier D

Supplier E

Background of supplier

Steel supplier based in Hong
Kong

Machinery rental service
provider based in Hong Kong

Concrete supplier which is a
subsidiary of a company
listed in Hong Kong

Reinforcement steel supplier
which is a subsidiary of a
company listed in Hong
Kong

Machinery rental service
provider based in Hong Kong

Major type(s) of
products/services
provided

Steel

Rental of construction
machinery
Concrete

Reinforcement steel

Rental of construction
machinery

Total

- 138 —

Approximate
percentage of
our Group’s

Invoice total cost
amount of sales
HKS$°000 %
3475 8.4
1,396 3.4
1,273 3.1
913 22

463 1.1
7,520 18.2

Years of business
relationship with
our Group as
at the Latest
Practicable Date
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For the year ended 31 December 2015

Supplier

Supplier C

Supplier F

Supplier H

Ming Lee

Engineering ™'

Supplier G

Background of supplier

Concrete supplier which is a
subsidiary of a company
listed in Hong Kong

Subsidiary of a listed
company in Italy,
specialising in design,
manufacture and
distribution of equipment
for the ground engineering
industry globally

Construction machinery and
equipment supplier based
in Hong Kong

Machinery rental service
provider based in Hong
Kong

Construction machinery
supplier based in Hong
Kong

Major type(s) of
products/services
provided

Concrete

Drilling and foundation
machineries

Drilling and foundation
equipment with
related repair and
maintenance services

Rental of machinery

Construction
machineries

Total

For the year ended 31 December 2016

Supplier

Supplier L

Ming Lee

Engineering V')

Supplier J

Supplier H

Supplier K

Background of supplier

Concrete supplier based in
Hong Kong

Machinery rental service
provider based in Hong
Kong

Steel supplier based in Hong
Kong

Construction machinery and
equipment supplier based
in Hong Kong

Petroleum product supplier
based in Hong Kong

Major type(s) of
products/services
provided

Concrete

Rental of machinery

Steel

Drilling and foundation
equipment with
related repair and
maintenance services

Petroleum product

Total

Approximate
percentage of
our Group’s

Invoice total cost
amount of sales
HKS$°000 %
4,250 7.8
2,900 53
1,835 3.4
976 1.8
936 1.7
10,897 20.0
Approximate

percentage of

our Group’s

Invoice total cost
amount of sales
HKS$’000 %
4,134 3.9
3,792 3.5
3,024 3.4
1,478 14
1,334 12
14,362 13.4

Years of business
relationship with
our Group as
at the Latest
Practicable Date

Years of business
relationship with
our Group as
at the Latest
Practicable Date

Note: Ming Lee Engineering and Ming Lee Foundation were ultimately controlled by a same individual. For further

details, please refer to the paragraph headed “Sales, marketing and customers — Customers who were also

our suppliers/subcontractors — Ming Lee Foundation and its affiliated entity” in this section.
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During the Track Record Period, none of our Directors, their respective close associates or
any Shareholder (who, to the best knowledge of our Directors, owns more than 5% of the issued

share capital of our Company) had any interest in any of the top five suppliers of our Group.
SUBCONTRACTORS

We subcontract certain components of works to our subcontractors, such as trial pit works,
certain ELS works and piling works, depending on our capability and resources level. With the
support of the Ipsos Report, our Directors confirm that multilayer subcontracting is a common
practice in the construction and foundation industry in Hong Kong. For those works which we
subcontracted out during the Track Record Period and up to the Latest Practicable Date, our

Directors confirmed that the relevant customers allowed us to do so.

During the Track Record Period, the total subcontracting charges amounted to approximately
HK$28.8 million, HK$26.5 million and HK$43.1 million, representing 70.0%, 48.8% and 40.2%
of our total cost of sales for each of the three years ended 31 December 2014, 2015 and 2016,
respectively. Save as disclosed in the paragraph headed “Financial Information — Related party
transactions and balances — Related party transactions and balances that are traded in nature” in
this prospectus, all our subcontracted works were provided by independent third parties. Our
Directors believe that we have maintained good business relationships with our subcontractors
and, during the Track Record Period, we did not experience any difficulties in engaging
subcontractors which would have had a material impact on our business, financial condition or

results of operations.

We operate our business on a project-by-project basis. Our profit margins may vary from
project to project due to a number of factors including, but not limited to, those set out in the

paragraph headed “Sales, marketing and customers — Pricing policy” in this section.
Selection of subcontractors

We select our subcontractors on a project-by-project basis, based on our assessment of their
(1) service quality; (ii) our evaluation of their past performance; (iii) timeliness on delivery; (iv)
price; (v) equipment; and (vi) whether they have a quality assurance system that meets our works
requirements. We periodically review and update our internal approved list of subcontractors
according to our evaluation. As at the Latest Practicable Date, we had 45 subcontractors on our
list of approved subcontractors. Nevertheless, we may sometimes engage new subcontractors
through referrals from other market participants. We will assess their qualifications and past job
references to decide whether to engage such new subcontractors to perform our specific types of

works.
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Principal terms of subcontracts with and the control on our subcontractors

We do not enter into long-term agreements with our subcontractors and we engage them on

a project-by-project basis.

As required under the principal terms of contracts, our subcontractors have to observe,
perform and comply with all relevant rules and regulations in connection with the works and
carry out and complete the works in accordance with the specifications and approval drawings for
the project, our subcontractors shall provide competent supervision and inspection to ensure
timely completion of the works. Usually they are required to order materials and equipment with
reference to our requirements. Our superintendent, site agents and foremen will also make site

visits to ensure general compliance by our subcontractors.

In general, we are liable to our customers for sub-standard or delayed performance or non-
performance or non-compliance of our subcontractors. During the Track Record Period and up to
the Latest Practicable Date, we did not experience any incident whereby our subcontractor under-
performed in completing our required services which would have had a material impact on our
business, financial condition or results of operations. Our Directors also confirm that we had no
dispute with or claim from our subcontractors which would have a material impact on our
business, financial condition or results of operations during the Track Record Period and up to the
Latest Practicable Date.

Subcontracting fees and payment

Our Directors confirm that the subcontracting fee is arrived at after arm’s length negotiations
between our Group and the subcontractors on a project-by-project basis, with reference to (i) the
scope and complexity of the subcontracted works; (ii) the fee payable to us by our customers; and

(ii1) item rates as quoted by the subcontractor.

We pay our subcontractors with reference to their progress, and they generally issue invoice
to us on a monthly basis. Credit periods granted by our subcontractors during the Track Record
Period were around 30 to 60 days.

Top five subcontractors of our Group

Our top five subcontractors accounted for approximately HK$24.0 million, HK$22.9 million
and HK$33.1 million, or 58.2%, 42.2% and 30.9% of our total cost of sales for each of the three
years ended 31 December 2014, 2015 and 2016, respectively. Our largest subcontractor accounted
for approximately HK$10.0 million, HK$7.9 million and HK$17.0 million, or 24.2%, 14.6% and
15.8% of our total cost of sales for each of the three years ended 31 December 2014, 2015 and
2016, respectively.
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During the Track Record Period, none of our Directors, their close associates or any of their
Shareholder (who to the best knowledge of our Directors, owns more than 5% of the issued share
capital of our Company) had any interest in any of our top five subcontractors.

The following tables set out the profiles of our five largest subcontractors during the Track
Record Period:

For the year ended 31 December 2014

Approximate Years of business
percentage of relationship with
Subcontracting our Group’s our Group as
charges total cost of at the Latest
Subcontractor Type(s) of works subcontracted incurred sales Practicable Date
HK$°000 %
Ming Lee Foundation ™ ' ELS works and pile cap works 9,969 24.2 6
Subcontractor B Not¢ ® Predrilling and bored piling 9,165 22.3 3
Subcontractor ¢ Note 3 Provision of engineering consultancy 2,090 5.1 4
services and on-site supervision
services
Subcontractor D Nete # Soil nail and tie back anchor 1,413 3.4 3
Subcontractor E No© 4 Slope works and piling works 1,334 3.2 4
Total 23,971 58.2
For the year ended 31 December 2015
Approximate Years of business

percentage of relationship with our

Subcontracting our Group’s Group as at the
charges total cost of Latest Practicable
Subcontractor Type(s) of works subcontracted incurred sales Date
HK$°000 %
Ming Lee Foundation ™ " ELS works and pile cap works 7,942 14.6 6
Subcontractor F Nt 2) ELS works, in-situ concrete and 7,898 14.5 2
reinforcement
Subcontractor G N°t¢ 2 Pipe piling and curtain grout works 4,158 7.7 3
Subcontractor H (N°t¢ 7 Steel platform dismantling work 1,836 3.4 3
Subcontractor T Note 2 Site administration and safety 1,061 2.0 4
management
Total 22,895 42.2
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For the year ended 31 December 2016

Approximate

Years of business

percentage of relationship with our

Subcontracting our Group’s Group as at the
charges total cost of Latest Practicable
Subcontractor Type(s) of works subcontracted incurred sales Date
HK$°000 %
Subcontractor F Nt 2) Site formation and pre-bored 16,952 15.8 2
H piling works
Subcontractor J Mot 2 Excavation works 6,193 5.8 1
Subcontractor K Nete 9 Site formation works 5,259 4.9 1
Subcontractor L N © Formworks 2,491 2.3 1
Subcontractor H (N°t¢ 7 Steel platform dismantling work 2,212 2.1 3
Total 33,107 30.9
Notes:
1. Ming Lee Foundation is a foundation subcontractor with business operations in Hong Kong. Ming Lee

Foundation was also one of our top five customers during the Track Record Period. For further details on its

multiple roles, please refer to the paragraph headed “Customers who were also our suppliers/subcontractors”

in this section.

2. Each of Subcontractor F, Subcontractor G, Subcontractor I and Subcontractor J is a foundation contractor in
Hong Kong.

3. Subcontractor C is an engineering consultancy service provider in Hong Kong.

4. Each of Subcontractor D and Subcontractor E is a contractor in Hong Kong specialising in slope works.

5. Subcontractor K is a contractor in Hong Kong providing civil engineering works.

6. Subcontractor L is a contractor in Hong Kong providing formworks and concrete construction works.

7. Subcontractor H is a contractor in Hong Kong specialising in structural steel works.

8. Subcontractor B is a foundation contractor with business operations in Hong Kong. During the year ended 31

December 2014, our Group rented out certain machinery to Subcontractor B and recorded rental income of

approximately HK$304,000. Please refer to paragraph headed “Machinery — Leasing of machinery” for

further details.
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MACHINERY

We rely heavily on the use of machinery to enable us to carry out the the foundation and
site formation works, and other geotechnical engineering works. Accordingly, we possess a broad
range of machinery to perform different types of projects. These machinery include pile drivers,
drilling rigs, air compressors excavators, generators, grout pumps and grout mixers. Most of the
machinery we use are relatively new. We mainly acquired first-hand machinery of reputable
brands from authorised dealers. Our Directors believe that our investment in machinery will

enable us to cater to projects of larger scale and higher complexity in the future.

The following table sets out a breakdown of the number of units of machinery owned by our

Group:
As at the
Latest
As at 31 December Practicable
2014 2015 2016 Date
Pile drivers 1 2 2 2
Drilling rigs 2 4 5 5
Air compressors 2 4 4 4
Excavators 0 3 3 5
Others (note) 9 10 11 12
Total 14 23 25 28

Note: Others mainly include generators, grout pumps and grout mixers.
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Utilisation rate

We maintain an internal record of the usage of our major types of machinery including the
duration and the project for which the machinery is occupied. Based on such record, the following
table sets out the utilisation rate of our major types of machinery respectively during the Track
Record Period and up to the Latest Practicable Date (which is calculated as the total number of
days for which our major types of machinery were occupied at our work sites in a financial year

or period, divided by the total number of days in that financial year or period):

From
1 January
2017 to the
For the year ended Latest
31 December Practicable
2014 2015 2016 Date
Utilisation rate
Pile drivers 71.8% 75.0% 90.3% 91.6%
Drilling rigs 58.3% 81.6% 92.2% 91.7%
Air compressors 58.3% 82.0% 92.8% 92.1%
Excavators N/A®Nee D84 39, 93.1% 93.3%
Others Not¢ 2 56.4% 82.1% 92.7% 92.3%
Note:
1. We did not own any excavators during the year ended 31 December 2014.
2. Others mainly include generators, grout pumps and grout mixers.

It should be noted, however, that our Directors consider that the calculation of the utilisation
rate based solely on the amount of occupied and idle time of the machinery may not be an

accurate indicator of the level of utilisation of our overall service capacity because:

(i) a foundation and site formation project may require the use of different types of
machinery, and as such, having certain types of machinery that are idle (i.e. having a
utilisation rate of lower than 100% based on the calculation method mentioned above)
does not necessarily mean that we have available service capacity for undertaking
additional projects if the projects require the use of one of the aforesaid major type of

machinery which has already be fully occupied in other projects;
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(i1)

(iii)

the utilisation rate cannot be accurately determined. A foundation and site formation
project requires the use of a broad range of machinery at different stages, and some
machinery from time to time are left unused at active construction sites pending
completion of other construction steps and/or may sometimes left unused for the repair
and maintenance at construction sites. As such, the utilisation rate of each individual
machine cannot be accurately determined as it is not practicable to record the time at
which a particular machinery is used or left unused at an active construction site; and

the foundation and site formation projects undertaken by us involved a number of
different construction steps and procedures which require the use of various types of
machinery and it is therefore not entirely feasible to quantify the service capacity of
each piece of machinery by reference to any objective and comparable scale or
standard of measurement.

Age and life cycle of machinery

For each of the three years ended 31 December 2014, 2015 and 2016, we acquired new

machinery and equipment in the amount of approximately HK$3.2 million, HK$6.1 million and
HK$2.0 million, respectively. Set out below are the value of our machinery by different age
groups as at 31 December 2016:

Original cost of

Number of units acquisition of Net book value

Age group of machinery machinery of machinery
HKS$’000 HK$’000

Less than 1 year 6 1,976 1,850
1 year to less than 3 years 16 6,251 3,350
3 years to less than 5 years 5 52 -
5 years or above 2 69 -

The following table sets forth the expected useful life, average age and average remaining

useful life of our major types of machinery as at 31 December 2016:

Average

Expected Average  remaining

Types of machinery useful life age  useful life
years years years

Pile drivers 5 2.8 2.2
Drilling rigs 5 1.3 3.7
Air compressors 5 0.7 4.3
Excavators 5 2.0 3.0
Others (Note) 5 3.1 1.9

Note: Others mainly include generators, grout pumps and grout mixers.
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As at the Latest Practicable Date, our Directors consider that our existing machinery were in
good conditions. We do not have a pre-determined or regular replacement cycle for our machinery
and replacement decisions are made on a case-by-case basis having regard to the operating

condition of individual unit of machinery.

Although our Directors consider that our existing machinery were in good conditions in
general, the probability and frequency of breakdown or malfunction of our existing machinery
will increase as such machinery ages. Our Directors consider that continued investments in new
and high quality machinery are necessary in order to cope with our business development,
strengthen our brand name and increase our overall efficiency, capacity and technical capability in
performing foundation and site formation works as well as our ability to cater for different needs
and requirements of different customers. For further information regarding our plan to acquire
new machinery, please refer to the paragraph “Business strategies” above as well as the section

“Business Objectives and Future Plans™ in this prospectus.
Repair and maintenance and replacement

During the Track Record Period, when our machinery was out-of-order, it was either (i) sent
to the authorised dealer for repairs if the machinery was still under warranty; or (ii) sent to other

third party repair companies.

Our Directors believe that good conditions of machinery are important to the efficient and
smooth performance of foundation and site formation works and to our workplace safety. Our
major types of machinery are inspected and serviced on an as-needed basis and they are generally
serviced approximately one to three times a year, depending on how frequent they are used and
the working conditions at construction sites. For each of the three years ended 31 December 2014,
2015 and 2016, the expenses incurred in repair and maintenance of machinery was approximately
HK$170,000, HK$648,000 and HK$778,000 respectively. The increased spending on machinery
repair and maintenance was generally consistent with our additions of machinery during the Track
Record Period as discussed above. We replace aged machinery only when the replacement is

necessary.

Pursuant to our accounting policies, depreciation of machinery is provided for using

straight-line method over a period of 5 years.
Safekeeping of machinery

Machinery that is not in use is generally stored in the site areas located in construction
waste sorting facilities in Ma On Shan, which are equipped with locked gates and closed-circuit
television security cameras at site entrance. We also have security guards on duty at these

locations.
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Leasing of machinery

From time to time, we may lease machinery from our machinery suppliers for flexibility to
supplement our fleet of machinery. In considering leasing instead of acquiring machinery, our
Directors primarily take into account such factors as the financial condition of our Group and
whether the model of the subject machinery item is suited to a specific type of projects in terms
of geological conditions which may not be common in other projects. For each of the three years
ended 31 December 2014, 2015 and 2016, we incurred machinery leasing expenses of
approximately HK$740,000, HK$2.3 million and HK$6.2 million, respectively. Save as otherwise
disclosed in the paragraph headed ‘“Financial Information — Related party transactions and
balances” in the prospectus, all machinery we leased during the Track Record Period were from
independent third parties. Besides, during the year ended 31 December 2014, our Group rented
out our drilling rigs and hydraulic rotator to Subcontractor B and generated rental income of
approximately HK$304,000. Nil and nil machinery rental income were generated for each of the
two years ended 31 December 2015 and 2016, respectively.

Possible impact of NRMM Regulation and the Technical Circular

With the implementation of the NRMM Regulation and the Technical Circular, our Group
has obtained approval or exemption for the Regulated Machines in accordance with the relevant
requirements. As at the Latest Practicable Date, our Group has obtained approval or exemption
for 14 Regulated Machines in accordance with the relevant requirement. 8 out of the them were
approved NRMMs and the remaining of them were exempted NRMMs. For the years ended 31
December 2014, 2015 and 2016, we had nil, 2 and 6 Regulated Machines which are approved
NRMDMs, and nil, 6 and 6 exempted NRMMs, respectively. Our other construction machines, tool
and parts did not fall within the Regulated Machines requirement and therefore were not subject
to the NRMM Regulation.

For the Regulated Machines that are exempted NRMMs, our Directors consider that the
phase out plan as detailed in the Technical Circular will not have immediate adverse impacts to
our Group’s business operations given that (i) 8 of the 14 Regulated Machines are approved
NRMM as at the Latest Practicable Date; (ii) only 3 out of the 6 exempted NRMMs are affected
by the phase out plan in the Technical Circular, and (iii) we will focus our business development
in private sector of the construction foundation industry. For details of the NRMM Regulation and
Technical Circular and the potential risks associated, please refer to the section headed

“Regulatory Overview” in this prospectus.
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To the best knowledge of our Directors and upon their reasonable enquiry, in general, it is
not expected that there will be any material price difference in respect of the costs of the NRMMs
with similar specifications, but with different emission standards, whether approved or exempted,
despite the launch of the NRMM Regulation. As our Group intends to purchase new foundation
related machines which are approved NRMMs in our expansion plans, our Directors believe that
there will be no material impact to our Group’s financial position, and the impact shall be
minimal such that there shall not be any adjustment to the estimated useful lives and no indication
of any impairment loss. Our Directors consider that the existing accounting policy over
depreciation and impairment loss adopted by our Group is fair and reasonable and in line with the
applicable accounting standard as well as industry norm.

QUALITY ASSURANCE

In recognition of our quality control system, we were accredited with ISO 9001:2000 quality
management system standard in October 2015. We take an active approach to monitor the
progress of each project. Our site agent is responsible for supervising the overall daily activities
including those executed by our subcontractors in accordance with the construction programme.
In addition, Mr. Lau, our Chief Executive Officer, visits our project sites from time to time to
resolve any issues with our project team on a timely basis. Our Project Manager will also monitor
the activities and project status and note for any issues arising from the execution of the project.
Our Project Manager will timely inform our executive Directors on the project status and matters
of concerns. For details of their qualifications and experiences, please refer to the section headed

“Directors, Senior Management and Employees™ of this prospectus.

During the Track Record Period and up to the Latest Practicable Date, we did not have any
quality control issues in respect of works we delivered to our customers, materials supplied by
third parties and works delivered by our subcontractors which would had a material impact on our

business, financial or results of operation.
LICENCES AND PERMITS

During the Track Record Period, we acted as subcontractor to our customers in all projects
undertaken. To the best knowledge, information and belief of our Directors having made all
reasonable enquiry, all projects undertaken by our Group during the Track Record Period had one
or more than one contractor registered with the Buildings Department or any other authorities (as
the case may be). On this basis, our Directors are of the view that our Group was not required in
its capacity as a subcontractor to hold any registration as a contractor with relevant authorities
during the Track Record Period.
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Our Group is registered as a registered subcontractor under the Subcontractors Registration
Scheme of the Construction Industry Council. The following table summarises the details of such

registration held by our Group as at the Latest Practicable Date:

Type of registration Issuing authority Grantee Trade(s) Specialties Date of expiry
Registered subcontractor Construction Industry Workbase General Civil General Civil 13 December
Council Engineering Works Works 2018
Registered subcontractor Construction Industry Workbase Foundation and ~ Bored piles 13 December
Council Engineering Piling 2018
Registered subcontractor ~ Construction Industry Workbase Foundation and ~ Micro piles 13 December
Council Engineering Piling 2018

Our Directors also confirm that our Group had obtained (and renewed, as the case may be)
all necessary licenses, permits, consents and approvals for our business operations in Hong Kong
during the Track Record Period and up to the Latest Practicable Date, such as registration under
the Subcontractors Registration Scheme of the Construction Industry Council. Save as disclosed
under the paragraph headed “Business — Non-compliance” in this prospectus, all such licenses,
permits, consents and approvals are valid as at the Latest Practicable Date. Under the
Subcontractors Registration Scheme, the application of renewal should be submitted within three
months before expiry of the current registration by providing information and supporting
documents to show continued compliance with the entry requirements. Our Directors confirm that
our Group had not experienced any material difficulties in obtaining and/or renewing such
licenses, permits, consents and approvals. Further, our Directors are not aware of any
circumstances that would significantly hinder or delay the renewal of such licenses, permits,

consents and approvals.
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ENVIRONMENT

Our operations are subject to certain laws and regulations in relation to environmental
protection. Please refer to the section headed “Regulatory Overview” in this prospectus for

details.

Our Directors believe that it is essential for us to be environmentally responsible and to
meet our customers’ demands in environmental protection and at the same time meeting the
community’s expectation for a healthy living and working environment. In order to comply with
the applicable environmental protection laws and regulations, we generally follow the
environmental management policy of our customer to ensure proper management of
environmental protection for each protect and compliance of environmental laws and regulations
by both our employees and workers of the subcontractors on among others, air pollution, noise
control and waste disposal. During the Track Record Period, we did not incur any material
compliance cost in relation to the applicable environmental laws and regulations in Hong Kong.
Our Group estimates that its annual cost of compliance going forward will be at a level similar to
that incurred during the Track Record Period and consistent with its scale of operation.

With effect from October 2015, our environmental management system has been accredited
with ISO 14001:2004. Set out below are our measures and work procedures required to be

followed by our project management team and workers in respect of environmental protection

compliance:
Area Measures
Air pollution control . Dust suppression by use of water
. Installation of dust screens as required
. Use of low-dust techniques and equipment as required
Noise control . Installation of acoustic barriers as required
. Inspection and maintenance of all equipment before use for
compliance of permitted noise level
. Works to be undertaken in accordance with the permitted
work hours as specified by our customers
Waste disposal . Waste to be segregated into general wastes and
construction wastes before transporting to landfills
Waste water disposal . Use of sedimentation tanks to reduce the suspended solids

in the waste water to be discharged
o After the sedimentation process to the waste water,
pumping into the filtration plant before discharging into

approved discharge points
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Our Directors consider that our measures and work procedures adopted are appropriate and
adequate. During the Track Record Period and up to the Latest Practicable Date, we did not have
any violation of applicable environmental laws and regulations which would have had a material
impact on our business, financial condition or results of operations.

OCCUPATIONAL HEALTH AND SAFETY

We are committed to providing a safe and healthy working environment for our employees
and it is also our concern not to put the general public in hazards. With effect from October 2015,
our occupational health and safety system has been accredited to be in compliance with the
requirements of OHSAS 18001:2007.

Our safety department is responsible for setting up safety policy for workers before carrying
out their works, inspection of equipment to ensure they are safe to use, regular safe walks to
maintain safe working environment and site tidiness, handling safety incidents and keeping safety
records. In addition, our Group will conduct regular internal safety audit and regular safety
training provided to our staff. Our project team members are required to strictly observe health
and safety measures, for instance, all persons must (i) wear safety helmets and protective eyewear
when entering or working within site boundary; and (ii) use safety belt/harness when working at
height.

During the Track Record Period and up to the Latest Practicable Date, we have also engaged
an independent third party to provide us with a safety officer and a safety supervisor to, among
others, promote occupational health and safety at sites and to ensure compliance with the
applicable laws and regulations in Hong Kong. The fee of the engagement is charged on a
monthly basis. Our Directors decided to engage an independent third party, which is a safety
consultant firm, to provide us with a safety officer and safety supervisor, rather than hiring in-
house safety staff, having considered (i) readily available service from the independent third party
instead of going through lengthy recruitment process; (ii) the experience, job references and the
industry knowledge of the independent third party could provide reasonable assurance in
enhancing our safety system; and (iii) the engagement could provide better and more flexible
resource allocation in respect of regular safety inspection for our project sites. Our Directors
consider that there is no difficulty in finding a replacement on the market to provide similar
services.

The safety officer and safety supervisor are engaged to provide us with the following
services:

. carrying out regular site inspections, provide risk assessment and conduct
corresponding safety instruction;

. performing safety audit on a half yearly basis;

. investigating, reporting and recording any accidents;

. liaising with our Group to conduct in-house safety trainings; and

. reviewing the Group’s safety objectives and conduct safety meeting on a quarterly
basis.
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Our Group has a system in place for handling and recording of work accidents. The number
of accidents reported to the Labour Department during the Track Record Period and up to the
Latest Practicable Date is summarised in the following table:

From
1 January
2017 to
the Latest
For the year ended 31 December Practicable
2014 2015 2016 Date
Number of accidents resulting in

injuries of:
— our employees 1 2 - -
— our subcontractors’ employees 2 2 - 1
3 4 - 1

For details of the aforementioned accidents that led to employees’ compensation claims and/
or common law personal injury claims against us during the Track Record Period and up to the
Latest Practicable Date, please refer to the paragraph headed “Litigation and potential claims” in

this section.

A table comparing the construction industry average rate against our Group in regards to
accident rate per 1,000 workers and fatality rate per 1,000 workers is set out below:

Our Group
Industry Our and our
average Our Group Subcontractors subcontractors
(Note 1) (Note 2) (Note 3) (Note 4)
2014
Accident rate per 1,000 workers 41.9 83.3 29.0 37.0
Fatality rate per 1,000 workers 0.242 - - -
2015
Accident rate per 1,000 workers 39.1 51.3 253 33.9
Fatality rate per 1,000 workers 0.200 - 12.7 8.5
2016
Accident rate per 1,000 workers N/A - - -
Fatality rate per 1,000 workers N/A - - -
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Notes:

(1) Occupational Safety and Health Statistics Bulletin Issue No. 16 (August 2016) by Occupational Safety and
Health Branch of the Labour Department, being the newest issue as at the Latest Practicable Date. The 2016

figures were not yet available as at the Latest Practicable Date.

2) Our accident rate is calculated as the number of reportable accidents related to the site workers employed by
our Group during the financial year (i.e. 1, 2 and nil accidents in 2014, 2015 and 2016, respectively) divided
by the average number of site workers employed by our Group during the respective financial year multiplied
by 1,000. There were no fatal accidents related to the site workers employed by our Group during the Track

Record Period and up to the Latest Practicable Date.

3) The accident rate/fatality rate of our subcontractors are calculated as the number of reportable accidents/
fatalities related to the site workers employed by our subcontractors (i.e. 2, 2 and nil accidents and nil, one
and nil fatalities in 2014, 2015 and 2016, respectively) divided by the average number of site workers

employed by our subcontractors during the respective financial year multiplied by 1,000.

4) The accident rate/fatality rate of our Group and our subcontractors are calculated as the number of reportable
accidents/fatalities related to the site workers employed by our Group and our subcontractors (i.e. 3, 4 and
nil accidents, and nil, one and nil fatalities in 2014 and 2015 and 2016, respectively) divided by the average
number of site workers employed by our Group and our subcontractors during the respective financial year
multiplied by 1,000.

Our Directors considered that the accident rates of our Group are higher than the industry
average in 2014 and 2015 mainly due to (i) the accident rates are calculated based on the limited
number of average site workers employed by our Group (12 for 2014 and 39 for 2015), and such
limited population size may affect the representativeness of the ratios; and (ii) the shortage of
skilled workers in the construction industry in Hong Kong during the Track Record Period which
resulted in our Group having to employ more construction workers who were less experienced or
with weaker safety awareness. Our Directors believe that the two accidents in 2015 were caused
by the deviation of the relevant safety requirement by the workers who were less experienced or
with weaker safety awareness. To prevent the further occurrence of accidents, our Group have
reminded the workers of our Group and our subcontractors the work safety measures and provided
relevant trainings to them prior to work commencement and from time to time after the project
works have commenced. We will also perform spot checks on the implementation of the safety

measures.

For the year ended 31 December 2016, there have been no reportable accidents and fatalities
for site workers employed by our Group or our subcontractors. We are committed to improving
our occupational health and safety system, details of which are provided later in this section. As
we expanded our employment size to cope with our business growth, and with our enhanced
safety system, our Group’s accident rate per 1,000 workers decreased from 83.3 in 2014 to 51.3 in
2015 and further to nil for the year ended 31 December 2016. Going forward, our Group will
continue to take sufficient safety measures and provide more safety training to increase the work
safety awareness of our workers and our subcontractors in order to reduce the number of work

accidents in the future.
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The following table sets out our Group’s lost time injuries frequency rates (“LTIFR(s)”):

LTIFR(s)
(Note 1)
Our Group
Our and our
Period Our Group Subcontractor subcontractors
(Note 2) (Note 3) (Note 4)

Year ended 31 December 2014 2.6 1.0 1.2

Year ended 31 December 2015 1.5 0.8 1.0

Year ended 31 December 2016 - - -

Notes:

1. LTIFR is a frequency rate that shows how many lost time injuries occurred over a specified time worked in a
period. The LTIFRs shown above are calculated by multiplying the number of lost time injuries in terms of
loss days of our Group that occurred during the relevant financial year by 1,000,000 divided by the number
of hours worked by site worker over the same financial year. It is assumed that the working hour of each
worker is 9 hours per working day. The number of working days for each of the three financial years ended
31 December 2014, 2015 and 2016 were approximately 313 days, 313 days and 308 days, respectively.

2. Employees of our Group are included in the LTIFRs shown above.

3. Employees of our subcontractors are included in the LTIFRs shown above.

4. Employees of our Group and our subcontractors are included in the LTIFRs shown above.
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The following table sets out the nature and type of material industrial accidents which

occurred during the Track Record Period and the corresponding safety measures and requirements

we undertook and implemented to prevent the occurrence of similar accident and protect the

employees of our Group and our subcontractors:

Nature and type of
industrial accidents

Contusion, laceration and/or
fracture injury caused in
connection with lifting and

disposing of materials

Contusion, bruise, sprain and/or
fracture injury caused in
connection with falling from
high-altitude

Contusion, bruise, sprain and/or
fracture injury caused in
connection with slipping and

falling on floor

Safety measures and requirements undertaken

We always seek to minimise the needs for our workers
to handle and lift heavy materials where possible. In
circumstances where manual handling of heavy materials
is inevitable, our Group will provide relevant facilities
such as hydraulic truck cranes, loaders or carts to
facilitate such manual works. Training to workers in
relation to the correct handling techniques will also be
conducted in accordance with the relevant rules and

regulations.

Workers are required to strictly follow our Group’s
relevant safety rules whilst working at height. For works
to be conducted within lift shafts and at a height of two
metres or above, the relevant working platforms or
structures shall be inspected by competent person before
commencement of work and regularly during the course
of execution of the work. Depending on the height of
works, each worker is strictly required to wear safety

harness.

Workers are required to strictly follow our Group’s
relevant safety rules to maintain safe work environment
and site tidiness. In circumstances where working on
slippery surfaces is inevitable, we require our workers to
strictly follow our relevant safety guidelines for working
on slippery surfaces, such as the use of different

protective equipment, like slip-proof safety shoes.
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Fatal accident during the Track Record Period

In August 2015, two site workers employed by our subcontractor were assigned to conduct
dismantling works at a metal working platform at a height of approximately 15 metres at the site.
Whilst they were performing dismantling works on the platform, they fell down with the platform,
resulting in death of one of the site workers and rib and pelvis injury of the other. As a result, our
Group was convicted of breaches of the Factories and Industrial Undertakings Ordinance and the
Buildings Ordinance. Details of which are set out in the paragraphs headed ‘“Litigation and

potential claims” and “Non-Compliance™ in this section.

After the aforesaid incident, our management team has strived to strengthen our safety
management system to avoid reoccurrence of similar accident and non-compliance incident in the
future by implementing enhanced safety measures. For details of the enhanced safety measures,
please refer to the paragraph headed “Non-Compliance” in this section.

We have also engaged the Safety Adviser (who is an independent safety auditor registered
under section 4(1) of the Factories and Industrial Undertakings (Safety Management) Regulation
(Chapter 59AF of the Laws of Hong Kong) with effect from November 2000) to perform a review
on our existing safety management system from late September 2016 to early October 2016 to
assist the Sole Sponsor in assessing the adequacy and effectiveness of our safety management
system. Having reviewed, among other things, (i) the existing safety measures and procedures
adopted by our Group; and (ii) records pertaining to our implementation of safety measures and
procedures, and having carried out onsite inspections at selected work sites in which we are

carrying out foundation works, the Safety Adviser is of the view that:
(i) our Group has established and maintained a proper safety management system;

(i1) the accidents occurred during the Track Record Period and up to the Latest Practicable
Date were not due to any material deficiencies in the Group’s safety management

system; and

(iii) the existing safety management system of our Group, which is certified to be in
accordance with the requirements of the OHSAS 18001:2007 standards, is adequate
and effective.

Having reviewed and considered that, among other things, (i) the existing enhanced safety
measures and procedures adopted by our Group have been fully implemented for more than one
year since August 2015; (ii) no major injuries nor fatal accidents has occurred since August 2015;
(ii1) records pertaining to our implementation of safety measures and procedures; (iv) on-site
inspections at selected work sites; and (v) reports provided by qualified reviewer and adviser, our
Directors are of the view that, the existing safety management system of our Group, which is
certified to be in accordance with the requirements of OHSAS 18001:2007 standards, is adequate
and effective.
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Having considered that (i) an external safety auditor has been engaged to perform
assessment on the existing enhanced safety measures and procedures on a half-yearly basis since
August 2015 and no material findings were identified in both the March 2016 and September
2016 assessments; (ii) the review performed by the Safety Adviser from late September 2016 to
early October 2016 and he is of the view that the existing safety management system is adequate
and effective; (iii) the Group engaged a safety officer and a safety supervisor to promote
occupational health and safety at sites and to ensure compliance with the applicable laws and
regulations in Hong Kong; and (iv) no major injuries nor fatal accidents has occurred since the
enhanced safety measures have been implemented after the aforesaid incident in August 2015, the
Sole Sponsor is of the view that our Group’s safety management system is adequate and effective

in spite of the historical high accident rate.

Save as disclosed in this section, our Group did not have any occupational health and safety
issues during the Track Record Period and up to the Latest Practicable Date which would have

had a material impact on our business, financial condition or results of operations.
COMPETITION

The foundation industry in Hong Kong is considered fairly consolidated as the top five main
contractors accounted for approximately 48.2% of the market share in terms of revenue in 2015,
while the top five foundation subcontractors accounted for approximately 10.6% of the total
revenue of the foundation industry in Hong Kong in 2015 according to the Ipsos Report.

Our Directors considered that there are three major market entry barriers to the foundation
industry in Hong Kong which hinder new subcontractors from entry, including (i) industry

experience; (ii) specialised machinery; and (iii) sufficiency of working capital.

Even though competition within the foundation industry in Hong Kong might intensify in
the future, having considered our competitive strengths of our Group as discussed in the
paragraph headed “Our competitive strengths” in this section, our Directors believe our Group is
well-positioned to maintain our foothold in the foundation industry. In addition, riding on our
established track record and proposed listing status, which our Directors believe our potential
clients will likely take into consideration in choosing our services, our Directors are optimistic

about our Group’s business outlook.

- 158 -



BUSINESS

RESEARCH AND DEVELOPMENT

Our Directors consider that the nature of our business does not require any research and
development activity and during the Track Record Period and as at the Latest Practicable Date,

we did not engage in any research and development activity.
INTELLECTUAL PROPERTY RIGHTS

We are the registrant of the domain “www.wbgroupfw.com.hk” and of one trademark and
one series of trademark in Hong Kong. Please refer to the paragraph headed “B. Further
information about the business of our Group — 2. Intellectual property rights of the Group” in
Appendix IV to this prospectus for further details.

As at the Latest Practicable Date, our Group was not aware of any infringement by it of any
intellectual property rights owned by third parties, or by any third parties of any intellectual
property rights owned by our Group.

EMPLOYEES

As at the Latest Practicable Date, we had 39 full-time employees who were directly
employed by our Group in Hong Kong. A breakdown of our employees by function as at the

same date is set forth below:

As at

the Latest

Practicable

Date

Executive Directors and senior management 5

Finance and accounting 1

Administration and human resources 2

Project management and execution 9
Machine operators and

assistant machine operators 10

Site workers 11

Driver 1

Total 39
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We generally recruit our employees from the open market through placing recruitment
advertisement. We intend to use our best effort to attract and retain appropriate and suitable
personnel to serve our Group. We assess the available human resources on a continuous basis and
will determine whether additional personnel are required to cope with the business development
of our Group. There was no labour union established by our employees as at the Latest
Practicable Date.

We entered into separate labour contracts with each of our employees in accordance with the
applicable labour laws of Hong Kong. The remuneration offered to employees generally includes
salaries and bonuses. In general, we determine salaries of our employees based on their
qualifications, position and seniority.

We provide various types of trainings to our employees and we are considering to provide
sponsorship to our employees to attend training courses in the future. Our Directors consider that
our training programme can increase our overall efficiency and facilitate us to retain quality

employees.
INSURANCE

Under section 40(1B) of the Employees’ Compensation Ordinance (Chapter 282 of the Laws
of Hong Kong), where a main contractor has undertaken to perform any construction work, it may
take out an insurance policy for an amount not less than HK$200 million per event to cover its
liability and that of its subcontractor(s) under the Employees’ Compensation Ordinance and at
common law. Where a main contractor has taken out a policy of insurance under section 40(1B)
of the Employees’ Compensation Ordinance, the main contractor and its subcontractor(s) insured
under the policy shall be regarded as having complied with the relevant requirements of the
Employees’ Compensation Ordinance. As such, we as a subcontractor are in practice covered by

insurance policies taken out by main contractors of our projects.

Our Group maintains insurance coverage against, among others, (i) liability for third-party
bodily injury occurred in our office premises; (ii) loss or damage of our machinery; and (iii)
third-party liability in relation to the use of our vehicles. Certain types of risks, such as the risk in
relation to the collectability of our trade and retention receivables and liabilities arising from
events such as epidemics, natural disasters, adverse weather conditions, political unrest and
terrorist attacks, are generally not covered by insurance because they are either uninsurable or it
is not cost justifiable to insure against such risks. For each of the three years ended 31 December
2014, 2015 and 2016, our Group incurred insurance expenses of approximately HK$1.8 million,
HK$1.3 million and HK$897,000, respectively. Our Directors consider that our insurance

coverage is adequate and consistent with industry norm.
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PROPERTIES

We do not own any property. During the Track Record Period and up to the Latest
Practicable Date, we had leased 12 properties in Hong Kong from independent third parties as

follows:

Properties

Unit 18, 29/F,
New Tech Plaza,
34 Tai Yau Street,
San Po Kong,
Kowloon

Unit 17, 29/F,
New Tech Plaza,
34 Tai Yau Street,
San Po Kong,
Kowloon

Workshop No. 12, 29/F,
New Tech Plaza,
34 Tai Yau Street,
San Po Kong,
Kowloon

Portion of Area at STT1950
Whitehead, Ma On Shan,
New Territories (Note 1)

Portion of Area at STT1950
Whitehead, Ma On Shan,
New Territories (Note 1)

Unit 10, 13/F,
Hing Fat Building,
9 Yin Chong Street,
Mongkok, Kowloon

Car Parking Space 102,
Level 3,
Golden Lion Garden
(Stage 1),
5-7 Chai Tin Street
Shatin, New Territories

No. 43, Ist Street,
Section C, Fairview Park,
Yuen Long,
New Territories

No. 42, 3/F, Namkau,
Kak Tin Village,
Sha Tin,

New Territories

Monthly rental expenses

HK$12,670 exclusive of management
fee, air-conditioning charges,
rates, government rent and other
outgoings

HK$12,225 exclusive of management
fee, air-conditioning charges,
rates, government rent and other
outgoings

HK$8,300 inclusive of management
fee, rates, government rent and
exclusive of other outgoings

HK$60,000 inclusive of rates,
government rent and exclusive of
other outgoings

HK$50,000 inclusive of rates,
government rent and exclusive of
other outgoings

HK$6,000

HKS$1,200 inclusive of management
fee, rates, government rent and
exclusive of other outgoings

HK$25,000 inclusive of management
fee, rates, government rent and
exclusive of other outgoings

HK$13,800 inclusive of management
fee, rates, government rent and
exclusive of other outgoings

Term

From 1 November 2015 to
31 October 2017

From 1 June 2016 to
31 May 2018

From 15 October 2015 to
14 October 2017

From 1 July 2016 to

31 May 2017

From 1 May 2017 to
30 April 2019

From 10 June 2014 to
9 December 2014 (Note 2)

From 6 June 2014 to
5 June 2015 (Note 2)

From 1 June 2015 to
31 May 2019

From 1 January 2014 to
31 December 2015 (Note 2)

Usage

Headquarters

Office

Warehouse

Warehouse

Warehouse

Site office

Car park

Director’s quarters

Director’s quarters

Unit 4, 2/F, HK$4,000 inclusive of management From 26 August 2014 to Site office
Wei Sun Center, fee, rates, government rent and 25 May 2015 (Note 2)
Tai Po Road, exclusive of other outgoings
Kowloon
Lot No. 184 SA.B in D.D.87, HK$25,000 inclusive of management From 15 September 2014 to Warehouse
Ping Che, Fanling fee, rates, government rent and 14 December 2015 (Note 2)
exclusive of other outgoings
Lot No. 184 SA in D.D.87, HK$20,000 inclusive of management From 10 December 2013 to Warehouse
Ping Che, Fanling fee, rates, government rent and 9 December 2015 (Note 2)
exclusive of other outgoings
Notes:
1. Our Group has rented two different portions of area at STT1950 Whitehead at Ma On Shan in the New Territories
as warehouse from 1 July 2016 to 31 May 2017, and from 1 May 2017 to 30 April 2019, respectively.
2. We have not entered into any renewal agreement for the extension of the lease of these properties and have moved

out upon the respective expiry of the lease.
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CORPORATE GOVERNANCE AND RISK MANAGEMENT

Our Directors believe that corporate governance and risk management are crucial to the
development and success of our business. Therefore, we have adopted corporate governance
measures and risk management measures in various aspects of our business operations such as
financial reporting, legal compliance, information system and premises safety and human

resources management.
Corporate governance

In terms of corporate governance, our Group has, inter alia, (i) designated our compliance
officer to assist our Board to oversee and monitor due compliance with laws, rules and
regulations applicable to our Group; (ii) appointed three independent non-executive Directors to
ensure the effective exercise of independent judgment on its decision-making process and provide
independent advice to our Board and our Shareholders; (iii) established the Audit Committee to
assist our Board in providing independent view on the effectiveness of our financial reporting
process and internal control and risk management systems, and overseeing the audit process; (iv)
appointed Frontpage Capital Limited as our compliance adviser in compliance with the applicable
GEM Listing Rules; and (v) provided (and will continue to provide) our Directors and senior
management with training, development programs on applicable legal and regulatory requirements

from time to time.
Risk management

We recognise the need for risk management in our strategic and operational planning, day-
to-day management and decision making process and are committed to managing and minimising
risks by identifying, analysing, evaluating and mitigating risk exposures that may impact the
continued efficiency and effectiveness of our operations or prevent it from achieving its business

objective.

The risk management process of our Group is coordinated and facilitated by our compliance
officer. The objectives of risk management are to, inter alia, enhance our Company’s governance
and corporate management processes as well as to safeguard our Group against unacceptable

levels of risks and losses.
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The risk management process of our Group will involve, inter alia, (i) an annual risk
identification exercise which involves assessment of the consequence and likelihood of risks
(including documenting those of potentially high impact) and the development and/or review of
risk management plans for mitigating such risks; (ii) testing of documented risk management
procedures at approval intervals; and (iii) ensuring that our staff and other stakeholders have

access to appropriate information and training in the area of risk management.

Based on the above, our Directors are of the view that our Company has adequate corporate
governance measures and risk management procedures in place for the business operations of our

Group.
LITIGATION AND POTENTIAL CLAIMS

During the Track Record Period and up to the Latest Practicable Date, our Group has been
involved in a number of claims and litigations. Set out below is a summary of the past and
outstanding litigations and potential claims against our Group during the Track Record Period and

as at the Latest Practicable Date arising in the ordinary and usual course of our business.

(I) Employee’s compensation claims and personal injury claims during the Track Record
Period and as at the Latest Practicable Date

During the Track Record Period and up to the Latest Practicable Date, there had been (i)
eight employees’ compensation claims submitted to the Labour Department and (ii) one
employees’ compensation claim for which legal proceedings had been commenced against our
Group. These accidents were caused during the usual and ordinary business of our Group and did

not cause material disruption to our Group’s business.

Four of the eight employees’ compensation claims were fully settled and fully covered by

the relevant insurance taken out by the relevant main contractors.

As at the Latest Practicable Date, there were four outstanding employee’s compensation
claims (including the one employees’ compensation claim for which legal proceedings had
commenced against our Group), all of which related to accidents occurred during the Track
Record Period.
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The nature of accidents and injuries leading to the above eight employee’s compensation
claims is set out below:
Expected
Date of claim/claimed
Nature of claim accident Type of Claim amount Status

1 An employee of a subcontractor of 6 November A claim under the HK$480,000 The claim was
Workbase Engineering suffered back and 2014 Employees’ fully settled and
knees injuries whilst he fell from a Compensation fully covered by
truck at a height of approximately 1 Ordinance. insurance.
metre.

2 An employee of a subcontractor of 7 August A claim under the N/A (ot The claim was
Workbase Engineering died whilst he 2015 Employees’ being dealt with
fell down with a metal working platform Compensation and assessed by
at a height of approximately 15 metres Ordinance. the Labour
whilst performing dismantling works on Department.
the platform.

3 An employee of Workbase Engineering 15 December A claim under the N/A (Yot The Insurer has
suffered left foot injury whilst 2015 Employees’ taken over the
performing bar bending works. Compensation conduct of the

Ordinance. proceedings.

4 An employee of a subcontractor of T August A claim under the N/A (Not) The claim was
Workbase Engineering suffered rib and 2015 Employees’ being dealt with
pelvis injuries whilst he fell down with Compensation and assessed by
a metal working platform at a height of Ordinance. the Labour
approximately 15 metres whilst Department.
performing dismantling works on the
platform.

5 An employee of Workbase Engineering 8 April 2015 A claim under the HK$265,192.58  The claim was
suffered right ankle injury whilst he Employees’ fully settled and
slipped on the construction site. Compensation fully covered by

Ordinance. insurance.

6 An employee of a subcontractor of 7 October A claim under the HK$3,750 The claim was
Workbase Engineering suffered right 2014 Employees’ fully settled and
middle finger injury whilst performing Compensation fully covered by
carrying works. Ordinance. insurance.

7 An employee of Workbase Engineering 15 February A claim under the HK$184,221.69  The claim was
suffered left knee and ankle injury 2014 Employees’ fully settled and
whilst he slipped and fell on a slope Compensation fully covered by
work construction site. Ordinance. insurance.

8 An employee of a subcontractor of 11 May 2017 A claim under the N/ANete) The Insurer has
Workbase Engineering suffered left Employees’ taken over the
shoulder injury whilst performing Compensation conduct of the
welding work and a drill pipe fell and Ordinance. proceedings.
hurt the individuals left shoulder.

Note:

(1) the outstanding employees’ compensation claims are being dealt with and handled by the Labour

Department/Court and has been reported to the respective insurer. Up to the Latest Practicable Date, we did
not receive any rejection to the claim from the respective insurer; and

(i)  the amount of such claims were being assessed by the Labour Department/Court, and the claim amount in

these claims are unknown as at the Latest Practicable Date. As such, we are not in a position to assess the
likely quantum of the outstanding employee’s compensation claims.
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During the Track Record Period and up to the Latest Practicable Date, our Group or our
main contractors are required under the Employees’ Compensation Ordinance to take out and had
taken out a compulsory insurance policy in Hong Kong which meets the statutory minimum
insurance coverage. Our Directors are of the view that the amount to be borne by our Group in
the above outstanding personal injury claims and employee’s compensation claims will be covered
by the relevant insurance taken out by our Group or the main contractors which amounts to
HK$200 million for each accident and will not have a material adverse impact on the operation or
financial position or business of our Group. Therefore, all such claims (including employees’
compensation claims and personal injury claims) are expected to be fully covered by the
insurance policies either maintained by our Group or our main contractors and no provision has

been made to cover our potential liability under the above claims.

(IT) Potential employees’ compensation claims and personal injuries claims as at the Latest
Practicable Date

All injured individuals may commence their claims under the Employees’ Compensation
Ordinance and/or their personal injury claims under common law within the limitation period of
two years (for employees’ compensation claims) or three years (for personal injury claims) from
the date of the relevant incidents. As these potential claims have not yet been filed, we are not in
a position to assess the likely amount of such potential claims. Our Directors confirm that our
Group has insurance coverage for its liabilities resulting from all these incidents and notices of
such incidents have been given to the insurers as at the Latest Practicable Date and therefore are
of the view that such claims as disclosed above have no material adverse impact on the operation
or financial position or business of our Group. These cases were caused during usual and ordinary
course of our business and have not caused disruption to our Group’s business or have an adverse

impact on our Group to obtain any licenses or permits for our operation.

As at the Latest Practicable date, save as disclosed above, we are not aware of any current,
pending or threatened litigation, claim of arbitration against our Group which could have a

material adverse effect on our financial condition or results of operations.
Indemnity given by our Controlling Shareholders

Our Controlling Shareholders have entered into a Deed of Indemnity whereby our
Controlling Shareholders have agreed to indemnify our Group, subject to the terms and
conditions of the Deed of Indemnity, in respect of any liabilities and penalties which may arise as
a result of any outstanding and potential litigations (including criminal litigations), claims of our
Group on or before the date on which the Public Offer becomes unconditional. Further details of
the Deed of Indemnity are set out in the paragraph headed “E. Other information — 1. Tax and

other indemnities” in Appendix IV to this prospectus.
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NON-COMPLIANCE

Our Directors confirmed that save as disclosed below, during the Track Record Period and
up to the Latest Practicable Date, there was no non-compliance incident which constitute material
impact non-compliance or systemic non-compliance and our Group has obtained all the approvals,
permits, consents, licences and registrations required for our business and operations in Hong

Kong and all of them are in force.

During the Track Record Period and up to the Latest Practicable Date, we were convicted of

the following criminal offences arising out of/in connection with the same incident of the same

nature:
Date of

Name of non-compliance  Relevant sections(s) of the Number of  Penalty

subsidiary incident ordinance Particulars of non-compliance counts imposed

(Note 2)
Workbase 7 August 2015 Section 6A(1), 6A(2)(a) and Failure to provide and maintain a system 1 HK$15,000
Engineering (Note 1) 6A(3) and 13(1) of the of work for the use of working
Factories and Industrial platform provided on the structure of
Undertakings Ordinance. the temporary steel platform for the
dismantling works, that were, so far as
reasonably practicable, safe and without
risks to health of the person(s).
Regulations 38D(c), 68(1)(a) Failure to ensure that a scaffold was not 1 HKS$3,000
and 68(2)(g) of the used unless it was properly maintained
Construction Sites (Safety) and every part was kept securely
Regulations made under the supported or suspended as to ensure,
Factories and Industrial so far as was reasonably practicable
Undertakings Ordinance. that it was stable.
Regulations 38AA(1)(c), Failure to safeguard the person working 1 HK$2,000
68(1)(a) and 68(2)(f) of the at a height in the construction work
Construction Sites (Safety) against the hazardous conditions.
Regulations made under the
Factories and Industrial
Undertaking Ordinance.
Section 40(2B)(a) of the Carrying out or authorising or permitting 1 HK$30,000
Buildings Ordinance. the dismantling of a temporary steel
platform to be carried out in such
manner as to cause injuries to persons
and damage to property.

Notes:

1. On 7 August 2015, two site workers employed by our subcontractor were assigned to conduct dismantling
works at a metal working platform at a height of approximately 15 metres at the site. Whilst they were
performing dismantling works on the platform, they fell down with the platform, resulting in death of one of
the site workers and rib and pelvis injury of another site worker. The accident occurred during the Track
Record Period and our company was convicted of the said offence on 22 August 2016 and 15 September
2016. As at the Latest Practicable Date, both site workers or its representative had made employees’
compensation claim against our Group. Potential personal injury claims may be brought against our Group
by the relevant site workers or its representative within three years from the date of the relevant incident.

2. As at the Latest Practicable Date, we had duly paid the fine and no provision had to be made.
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Subsequent to the fatal accident and the conviction of criminal offences as mentioned above,
the management committee of the Construction Industry Council (the “CIC”) has decided to
temporarily suspend Workbase Engineering’s registration (the “Temporary Suspension”) as a
registered subcontractor under the trade specialty of general civil works (which include earthwork,
roadworks, road drainage and sewer, geotechnical works, marine works and ground investigation)
in the Subcontractors Registration Scheme (the “SRS”) for three months effective from 1 April
2017 (the “Suspension Period”) with regards to our convictions of the fatal accident. Upon
enquiry with the CIC, we were confirmed that the Temporary Suspension will be lifted
unconditionally upon the expiry of the Suspension Period and no further actions will be taken by
the CIC in relation to the fatal accident.

During the Track Record Period, revenue generated from contracts requiring subcontractor
registration under the trade specialty of general civil works in the SRS amounted to approximately
HK$836,000, HK$337,000 and nil for each of the three years ended 31 December 2014, 2015 and
2016, respectively, representing approximately 1.6%, 0.4% and nil of our total revenue for the
same period, respectively. As at the Latest Practicable Date, none of our projects on hand falls
into public sector general civil works, which require the possession of the suspended registration,
and we do not have any short term plan to submit any quotations for public sector works. As
advised by our Legal Counsel, the Temporary Suspension does not affect our ongoing projects
and our Group is equipped with all necessary licences, permits, consents and approval for our
business. Our Directors, having considered our Legal Counsel’s opinion, are of the view that the
aforesaid Temporary Suspension has no material impact on our Group’s business, financial

position, operating results and prospects going forward.

To rectify the above non-compliance, our Group has taken the following remedial actions:

. we have organised trainings to enhance safety awareness of our staff and workers at
site;
. we have enhanced safety measures including adopting the revised safety system

manual for dismantling temporary steel structure for any person conducting

dismantling works in the construction site;

. we have engaged a recognised assessor to perform an assessment on our Group’s
safety management system, and our Group was accredited with OHSAS 18001:2007 in
October 2015. The recognised assessor would visit our Group on a regular basis to
assist our Group in monitoring and maintaining our safety system for continuous
improvement and meeting the requirements of the ISO standard;
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. we have engaged an independent third party to provide us with a safety officer and an
safety supervisor to promote occupational health and safety at sites and to assist our
Group on work safety issues to comply with the applicable laws and regulations in

Hong Kong as mentioned above;

. we have engaged a qualified safety auditor to conduct regular semi-annual safety audit
on our Group’s compliance with the Factories and Industrial Undertakings Ordinance
and the audit results in March 2016 and September 2016 and concluded that no
material findings was identified and our Group has accomplished a good safety

management standard; and

. our management team and our safety department, with the assistance of qualified
reviewer and adviser if necessary, will from time to time review and assess the

adequacy and effectiveness of our safety management system.
INTERNAL CONTROLS

We endeavor to maintain sound and effective internal control system to safeguard
Shareholders’ value and our assets. In preparing for the Listing and efforts to improve our
internal control system, in October 2015, we engaged Antonio & Clayton CPA Limited (the “IC
Consultant”) to perform evaluation of the adequacy and effectiveness of our Group’s internal
control system, including the areas of financial, operation, corporate governance, compliance and
risk management. The IC Consultant performed an internal control review in November 2015.
Upon completion of such review, the IC Consultant identified certain findings in relation to our
internal control policies and procedures, and the details of the major findings and

recommendations provided by the IC Consultant are set out below:

Internal control review findings

Our Group did not have a proper system
in monitoring and refraining conflict of

interests

Our Group did not have an internal audit
department monitoring the effectiveness
of internal control procedures and the
compliance with policies and standards

Our Group did not have a proper system

for monitoring and reporting of related

party transactions
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Recommendations

Our Group should establish adequate
corporate governance measures to
manage existing and potential conflict
of interests

Our Group should establish an internal
audit function or employ independent
professionals for performing internal
audit assessment

Our Group should establish official
guidance, policies and procedures for
identifying and reporting related parties

transactions
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We have fully implemented all the recommended measures suggested by the IC Consultant.
The IC Consultant has also performed a follow-up review in August 2016 to understand the status
of our implementation of the recommended measures. The IC Consultant has formed its view that

we have satisfactorily implemented all the recommended measures based on its follow-up review.
Mr. Lau’s assistance to the ICAC'’s investigation

In or around 2005, Mr. Lau was approached by an individual (the “Defendant”), who was
an assistant project manager of a sizeable construction contractor company (the “Contractor’) in
Hong Kong, for an opportunity to take up some moonlighting works. Mr. Lau had obtained and
assessed the Defendant’s resume and job references, and he believed that the Defendant’s
experience and industry knowledge could provide reasonable assurance in improving the
efficiency of quotation documentation works and facilitate Workbase Engineering’s business
development. Hence, Workbase Engineering engaged the Defendant in the absence of formal
written contract as an external consultant to provide advisory services in relation to the
preparation and review of quotation submission documents for submission to contractors other

than the Contractor (the “Advisory Services”) from around November 2005 to June 2006.

However, unlike what Mr. Lau had contemplated, the Advisory Services had provided
insignificant improvement in the business development of Workbase Engineering at the relevant
time, and therefore the engagement of the Defendant to provide Advisory Services was terminated
in June 2006. In return for the Advisory Services, Workbase Engineering rewarded the Defendant
with an aggregate remuneration of HK$200,000. Such remuneration was set by reference to (i) the
market wage of recruiting a quantity surveyor at the relevant time; and (ii) the work done made
by the Defendant in relation to the quotation preparation, including assisting in and attending
customer interviews, and providing advices on quotation price. The remuneration was paid to the
bank accounts as requested and instructed by the Defendant in three payments (the “Payments”).

In or around July 2006, Mr. Lau was invited to assist the ICAC in an investigation (the
“Assistance”) in relation to the background and nature of the transactions made between
Workbase Engineering and the Defendant, the Payments, and the relationship between Mr. Lau
and the Defendant. After the Assistance, Mr. Lau was not invited by the ICAC for other
interviews or investigations and Mr. Lau was not charged by the ICAC. In addition, Mr. Lau was
not called as a prosecution witness by the prosecution or as a defence witness by the Defendant at
the trial of the case as mentioned below.
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The Defendant was later alleged by the prosecution in a case (the “Case”) that, as an
assistant project manager of the Contractor, who was considered to be in an influential position in
awarding some of the Contractor’s subcontracts and arranging interim payments to the
subcontractors, he had accepted corrupt payments from three subcontractors, including Workbase
Engineering. The Defendant was charged with six charges in the Case, three charges of which
were in relation to the Payments accepted by the Defendant from Workbase Engineering, and
were charged under sections 9(1)(b) and 12(1) of the Prevention of Bribery Ordinance, Cap. 201
(“POBO”), namely ‘“agent accepting an advantage”.

The Defendant was eventually convicted of all the six charges. According to the reason of
verdict, direct evidences such as prosecution witness were found in relation to the charges not
related to Workbase Engineering. For the three charges relating to the Payments, it was alleged
that (i) between January 2006 and May 2006, Workbase Engineering obtained five direct
payments from the Contractor in relation to a subcontract which the Contractor was the main
contractor and Workbase Engineering was a sub-subcontractor, whereby the request for direct
payments documents were all prepared by the Defendant (the “Direct Payments™); and (ii) the
two subcontracts awarded by the Contractor to Workbase Engineering in which the Defendant was
considered to have an influence on the award (“Contract 1” and “Contract 2", collectively the
“Contracts”). In view of the circumstantial evidences, including (i) the inconsistency of the
Defendant’s testimony as the Defendant first explained the Payments were loans from Mr. Lau in
his cautioned statement, and he later argued during the trial that the Payments were rewards for
moonlighting work carried out by him on behalf of Workbase Engineering; (ii) the Defendant had
not submitted any evidence on the moonlighting work; and (iii) the Defendant had issued false
invoices to create fictitious transactions and routed the Payments through the bank accounts held
by other third parties, the judge had inferred that the Payments were corrupt money and the
Defendant was perceived as having shown favour to Workbase Engineering.
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As confirmed by Mr. Lau, except the fact that he was instructed by the Defendant to make
the Payments to the Defendant’s designated bank accounts for the settlement of the Advisory
Services, he had no knowledge as to whether the Defendant had issued false invoices to create
fictitious transactions to cover up the true nature of the Payments, nor did he have any knowledge
about the Defendant’s intention to create any fictitious transactions. In respect of the Direct
Payments, Mr. Lau confirmed that the Direct Payments was made by the Contractor due to the
financial difficulties of the principal subcontractor who was the customer of Workbase
Engineering in the relevant contract (the “Principal Subcontractor”), and the amounts of the
Direct Payments were determined and made based on the payment applications prepared by
Workbase Engineering to the Principal Subcontractor and the value of works completed and
certified according to the payment terms and schedule stipulated under the relevant subcontracts.
In respect of the Contracts, Mr. Lau confirmed that the works subcontracted by the Contractor to
Workbase Engineering under Contract 1 was only limited to the works left unfinished at the
material time upon the termination of the Principal Subcontractor due to its financial difficulties,
which formed part of the works originally subcontracted to by the Principal Subcontractor and
partially completed by Workbase Engineering, and was of the same scope and price as the
original subcontract between the Principal Subcontractor and Workbase Engineering. As to
Contract 2, Mr. Lau confirmed that it was awarded to Workbase Engineering after normal
tendering process, including (i) tender invitation from the subletting department of the Contractor
to Workbase Engineering as one of the subcontractors on the approved list of subcontractors of
the Contractor; (ii) submission of quotation to the Contractor; (iii) interview with the subletting
department of the Contractor and the contracts manager; (iv) submission of the revised quotation
subsequent to the interview; and (v) approval of the award of the subcontract from the director of

the Contractor.
According to our Legal Counsel,

(i) section 9(1) (i.e. accepting advantage) and section 9(2) (i.e. offering advantage) are
two separate offences. It requires individual and independent assessment of facts and

evidence;

(i1) the conviction of the Defendant for accepting advantages under section 9(1) of the
POBO would not inevitably lead to an irresistible inference to be drawn that Mr. Lau
was offering advantages under section 9(2) of the POBO; and

(iii) the documentary evidences provided by Workbase Engineering to himself are
contemporaneous records that serve as corroboration evidences for Mr. Lau’s case and
he is satisfied that the documentary evidences pointed to the existence of the

moonlighting works.
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Our Legal Counsel opined that the prosecution risk against Mr. Lau and/or Workbase

Engineering in relation the Case is very slim. Our Legal Counsel further opined that if there were

any prosecution on alleged corruption made against Mr. Lau, Mr. Lau would have a good defence

and high chance of acquittal.

Our Directors, having considered our Legal Counsel’s opinion, are of the view that the

Payments were not corrupt payments to bribe the Defendant given that Mr. Lau had no intention

to bribe and there had been no alleged favour received by Mr. Lau and Workbase Engineering,

after taken into consideration that:

)

(i1)

(iii)

(iv)

the Payments issued by Workbase Engineering to the Defendant were the remuneration
for the Advisory Services rendered by the Defendant and were, in aggregate, a

reasonable sum for the Advisory Services;

the Advisory Services received in relation to the preparation and review of quotation
submission documents submitted to customers other than the Contractor, was provided

by the Defendant not in his capacity as the assistant project manager of the Contractor;

there has been no favour received by Workbase Engineering or Mr. Lau from the
Defendant as during the relevant period when the Advisory Services was rendered, the
Contracts and the Direct Payments have gone through all internal policies and
measures of the Contractor and it was in the commercial interest of the Contractor to

award them to Workbase Engineering; and

Workbase Engineering has continued its business relationship with the Contractor after
the conviction of the Defendant and up to the Latest Practicable Date, which supported

that the business relationship was not dependent on the Defendant.

Nevertheless, our Group has enhanced our anti-corruption measures following the internal

control review conducted by the IC Consultant, and has the following anti-corruption policies in

place to safeguard against any corruption within our Group:

our Group has established the Audit Committee comprising our independent non-
executive directors to review any reported potential corruption, fraud and/or conflict of

interest incidents upon Listing;

- 172 -



BUSINESS

our Group has provided a staff handbook and established a code of conduct for all
employees to observe, which requires all of our employees to keep alert to matters
which could give rise to bribery, corruption, collusion, conspiracy and other illegal
activities; our staff are not allowed to (i) offer any bribe or consideration to anyone or
any customer/supplier/contractor/subcontractor to obtain business; and (ii) borrow or
receive money/benefit (including gifts, present or other valuable goods or services)
from our business counterparties or third parties on a favorable basis that may affect
his/her judgement and decision to grant potential business in return unless previously

approved by our Directors and our management team,;

our Group has established a whistleblowing guideline and channel for all alleged or
suspected illegal activity or concerns over ethical conducts to be reported directly to

our Director or to the Audit Committee upon Listing;

our Group has established a formal supplier/subcontractor selection and performance
evaluation guideline whereby new suppliers/subcontractors are required to complete
the supplier/subcontractor registration procedures prior to becoming an approved
suppliers/subcontractors and they are subject to ongoing regular evaluation by
objective criteria such as product/services quality, price competitiveness, track record
and supplier’s capabilities to formalise the business relationship and avoid any
potential conflict of interests;

our Group has established a policy which requires formal contracts to be entered into
between our Group and our customers/suppliers/subcontractors for each business

activity of our Group;

our Group has established a policy which requires payments for services or materials
acquired by our Group to be made to the suppliers or subcontractors directly;

our Group has established a policy which prohibits any payments issued to designated

accounts other than the accounts of our suppliers and subcontractors; and

our Group has provided corruption prevention training resources to our Directors and
staff regularly to enhance the knowledge and awareness of our Directors and staff on

corruption prevention measures and practices.
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The IC Consultant is of the opinion that there is no material deficiency in our internal
control system on anti-corruption, after taken into consideration (i) our anti-corruption policy and
internal control measures in place; (ii) there has been no alleged nor confirmed incidents in
relation to corruption or legal charges brought against our Group or our employees concerning
corruption, and no alleged nor confirmed incidents where contracts with our business partners
were terminated or not renewed due to violations relating to corruption since the establishment
and implementation of the enhanced internal control policy on anti-corruption in January 2016 up
to the Latest Practicable Date; and (iii) in performing the internal control review in November
2015 and the follow-up review in August 2016, nothing has come to the attention of the IC

Consultant that there may be deficiencies in our anti-corruption measures.

Besides, in order to prevent recurrence of the non-compliances as disclosed under the
paragraph headed “ Non-compliance” in this section in the future, our Group has, pursuant to the
recommendations made by the IC Consultant, an independent internal control adviser engaged by
us as disclosed in the paragraph headed ‘“Internal controls” above, adopted or will adopt the
following measures:

(1) To strengthen safety at our work sites, we have voluntarily engaged an independent
third party to provide us with a safety officer and a safety supervisor during the Track
Record Period to monitor the safety issues at sites and ensure that our workers and that
of our sub-contractors have complied with the relevant safety measures;

(2) The safety officer and safety supervisor will conduct spot check at each site on a

weekly basis and review the safety record form for inspection purpose;

(3) We have in place regular safety trainings to workers at our sites to ensure they have

sufficient knowledge and to raise their awareness on the safety measures; and

(4) Prior to Listing, we will establish a compliance manual which shall be observed by our
Directors and employees. Each department shall be responsible for making all relevant
staff aware of the compliance manual and for ensuring that they comply with its
principles. Further, the compliance manual will lay down procedures that our staff
have to follow in cases of employees’ injuries to ensure compliance with the
Employees’ Compensation Ordinance.
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View of our Directors and the Sole Sponsor

Our Directors are of the view that the non-compliance incidents do not have any material
impact on the suitability of our Directors under Rules 5.01 and 5.02 of the GEM Listing Rules
and our suitability for Listing under Rule 11.06 of the GEM Listing Rules. The Sole Sponsor,
having taken into account (i) the nature of the non-compliance incidents and the extent of penalty
imposed on our Group; (ii) the internal control measures which have been implemented (or will
be implemented where applicable) by our Group; (iii) there were no recurrence of similar non-
compliance incidents since the implementation of such measures, concurred with our Directors’
view that our internal control measures are adequate and effective and the non-compliance
incidents do not have any material impact on the suitability of our Directors under Rules 5.01 and
5.02 of the GEM Listing Rules and our suitability for Listing under Rule 11.06 of the GEM
Listing Rules.
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OVERVIEW

Immediately following completion of the Public Offer, Mr. Lau and Brightly Ahead (an
investment holding company owned as to 99.9% and 0.1% by Mr. Lau and Ms. Yuen,
respectively, which has not commenced any substantive business activities as at the Latest
Practicable Date) will control 75% of our Company’s issued share capital. For the purpose of the
GEM Listing Rules, Mr. Lau and Ms. Yuen are a group of controlling shareholders by virtue of
their relationship of being spouses, and each of Mr. Lau, Ms. Yuen and Brightly Ahead is the
Controlling Shareholder.

Each of Mr. Lau, Ms. Yuen and Brightly Ahead confirms that he/she/it does not hold or
conduct any business which competes, or is likely to compete, either directly or indirectly, with

the business of our Group.
INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDER

In the opinion of our Directors, our Group is capable of carrying on its businesses
independently of, and does not place undue reliance on, the Controlling Shareholders, their

respective associates or any other parties, taking into account the following factors:
(i) Financial independence

Our Group has its own financial management system and the ability to operate
independently from the Controlling Shareholders from a financial perspective. As at 30
April 2017, the amount due from director amounted to approximately HK$8.4 million and
the sum will be settled before Listing. In addition, as at 30 April 2017, trade payables, bank
borrowings and finance lease obligations of approximately HK$12.9 million in aggregate
were guaranteed by personal guarantees executed by Mr. Lau or joint guarantees executed
by Mr. Lau and Ms. Yuen, our Controlling Shareholders. The abovementioned personal
guarantees provided by Mr. Lau and the joint guarantees provided by Mr. Lau and Ms. Yuen
will be released and replaced by the corporate guarantees of our Company upon Listing. We
have received consent-in-principle from relevant lenders in respect of the outstanding
borrowings as at the latest Practicable Date to release all such personal guarantees and joint
guarantees upon Listing. Our Directors believe that our Group is capable of obtaining
financing from external sources without reliance on the Controlling Shareholders.

(ii) Operational independence

Our Group has established its own organisational structure comprising of individual
departments, each with specific areas of responsibilities. Our Group has not shared its
operational resources, such as suppliers, customers, marketing, sales and general
administration resources with the Controlling Shareholders and/or their associates. Our
Directors are of the view there is no operational dependence on the Controlling
Shareholders.
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(iii) Management independence

Our Company aims at establishing and maintaining a strong and independent Board to
oversee our Group’s business. The main function of our Board includes the approval of its
overall business plans and strategies, monitoring the implementation of these policies and
strategies and the management of our Company. Our Company has an independent
management team, which is led by a team of senior management with substantial experience

and expertise in its business, to implement our Group’s policies and strategies.

Our Board consists of five Directors, comprising two executive Directors and three
independent non-executive Directors. Ms. Yuen, spouse of Mr. Lau, is an executive Director
and the Chairman. Mr. Lau is an executive Director and the Chief Executive Officer. Mr.
Lau, who is the sole director of Brightly Ahead, is the overlapping director between our
Group and the Controlling Shareholder. Save for Ms. Yuen and Mr. Lau, none of the other
Directors nor members of senior management hold any directorship or position in the

Controlling Shareholders.

We consider that our Board and senior management are capable of managing our
Group’s business independently from the Controlling Shareholders because:

. each of our Directors is aware of his or her fiduciary duties as a director which
require, among other things, that he or she acts for the benefit and in the best
interests of our Company and does not allow any conflict between his or her

duties as a Director and his or her personal interest to exist;

. the three independent non-executive Directors have extensive experience in
different areas and have been appointed in accordance with the requirements of
the GEM Listing Rules to ensure that the decisions of our Board are made only
after due consideration of independent and impartial opinions;

. in the event that there is a potential conflict of interest arising out of any
transaction to be entered into between our Group and our Directors or their
respective associates, the interested Director(s) shall abstain from voting at the
relevant Board meeting in respect of such transactions and shall not be counted
in the quorum present at the particular Board meeting;

. connected transactions between our Group and our Controlling Shareholders or
our respective associates are subject to the requirements under the GEM Listing
Rules, including the requirements of reporting, announcement and independent

Shareholders’ approval (where applicable); and

d in addition, the senior management team of our Group are independent from the

Controlling Shareholders.
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RULE 11.04 OF THE GEM LISTING RULES

The Controlling Shareholders, our Directors and their respective associates do not have any
interest in a business apart from our Group’s business which competes and is likely to compete,
directly or indirectly, with our Group’s business and would require disclosure under Rule 11.04 of
the GEM Listing Rules.

NON-COMPETITION UNDERTAKINGS

In order to avoid any possible future competition between our Group and the Controlling
Shareholders, Mr. Lau, Ms. Yuen and Brightly Ahead, (each a “Covenantor” and collectively the
“Covenantors”) have entered into the Deed of Non-competition with our Company (for itself and
for the benefit of each other member of our Group) on 7 June 2017. Pursuant to the Deed of Non-
competition, each of the Covenantors has irrevocably and unconditionally undertaken to our
Company (for itself and as trustee for its subsidiaries) that, during the period that the Deed of
Non-competition remain effective, he/she/it shall not, and shall procure that his/her/its associates
(other than any member of our Group) not to develop, acquire, invest in, participate in, carry on
or be engaged, concerned or interested or otherwise be involved, whether directly or indirectly, in
any business in competition with or likely to be in competition with the existing business activity
of any member of our Group.

Each of the Covenantors further undertakes that if any of he/she/it or his/her/its close
associates other than any member of our Group is offered or becomes aware of any business
opportunity which may compete with the business of our Group, he/she/it shall (and he/she/it
shall procure his/her/its associates to) notify our Group in writing and our Group shall have a
right of first refusal to take up such business opportunity. Our Group shall, within 6 months after
receipt of the written notice (or such longer period if our Group is required to complete any
approval procedures as set out under the GEM Listing Rules from time to time), notify the
Covenantor(s) whether our Group will exercise the right of first refusal or not.

Our Group shall only exercise the right of first refusal upon the approval of all our
independent non-executive Directors (who do not have any interest in such opportunity). The
relevant Covenantor(s) and the other conflicting Directors (if any) shall abstain from participating
in and voting at and shall not be counted as quorum at all meetings of the Board where there is a
conflict of interest or potential conflict of interest including but not limited to the relevant
meeting of our independent non-executive Directors for considering whether or not to exercise the
right of first refusal.

The undertakings contained in the Deed of Non-competition are conditional upon the Listing
Division granting approval for the listing of and permission to deal in the Shares on the Stock
Exchange and all conditions precedent under the Public Offer Underwriting Agreement having
been fulfilled (or where applicable, waived) and the Public Offer Underwriting Agreement not
having been terminated in accordance with its terms. If any such condition is not fulfilled on or
before the date falling 30 days after the date of this prospectus (or if such date is not a Business
Day, the immediate preceding Business Day), the Deed of Non-competition shall lapse and cease
to have any effect whatsoever and no party shall have any claim against the other under the Deed
of Non-competition.
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The Deed of Non-competition shall terminate on (i) in relation to any Covenantor, the date
on which he/she/it together with his/her/its associates, whether individually or taken together,
ceases to be interested in 30% (or such other amount as may from time to time be specified in the
GEM Listing Rules as being the threshold for determining a controlling shareholder of a
company) or more of the entire issued share capital of our Company; or (ii) the date on which the
Shares shall cease to be listed and traded on the Stock Exchange (except for temporary trading

halt or suspension of trading of the Shares on the Stock Exchange due to any reason).
CORPORATE GOVERNANCE MEASURES
To avoid potential conflicts of interest, our Group will implement the following measures:

(i) in the event that there is a potential conflict of interest arising out of any transaction to
be entered into between our Group and our Directors (or their associates), the
interested Directors shall abstain from voting at the relevant Board meeting and shall

not be counted in the quorum;

(i1) the Covenantors will make an annual confirmation as to compliance with his/her/its
undertaking under the Deed of Non-competition for inclusion in the annual report of
our Company;

(iii) our Company has appointed Frontpage Capital as its compliance adviser, which will
provide advice and guidance to our Company in respect of compliance with the
applicable laws and the GEM Listing Rules including various requirements relating to
directors’ duties and internal controls. Please refer to the section headed ‘“Directors,
Senior Management and Employees — Compliance Adviser” in this prospectus for

further details in relation to the appointment of compliance adviser;

(iv) the Controlling Shareholders undertake to provide all information requested by our
Group which is necessary for the annual review by our independent non-executive

Directors and the enforcement of the Deed of Non-competition; and

(v) our independent non-executive Directors will, based on the information available to
them, review on an annual basis (a) the compliance with the Deed of Non-competition;
and (b) all the decisions taken in relation to whether to pursue the new opportunity
under the Deed of Non-competition. Findings of such review will be disclosed in our
Company’s annual report after Listing.
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BUSINESS OBJECTIVE

Our primary business objectives are to strengthen our position in foundation and site
formation industry and further expand our business operations with a view to creating long term
Shareholders’ value. We intend to achieve our objectives by implementing the following future

plans and business strategies.
BUSINESS STRATEGIES AND FUTURE PLANS

Please refer to the paragraph headed “Business — Business strategies” in this prospectus for

a detailed description of our business strategies and future plans.
USE OF PROCEEDS

We intend to raise funds by the Public Offer in order to pursue our business objective as set
out in the paragraph headed “Business objective” above in this section. Assuming an Offer Price
of HK$0.22 per Offer Share, being the mid-point of the proposed Offer Price range of HK$0.20
to HK$0.24 per Offer Share, the net proceeds from the Public Offer, after deducting underwriting
commissions and estimated expenses paid and payable by us in connection with the Public Offer,
are estimated to be approximately HK$35.7 million. We currently intend to apply such net
proceeds from the Public Offer as follows:

. Approximately HK$20.0 million or 56.1% of the net proceeds will be used for
enhancing our machinery and equipment by acquiring additional crawler cranes,
hydraulic crawler drills, air compressors and other supporting tools. As (i) we are
occasionally requested by our prospective customers to provide a list of machinery we
possess when we submit quotations for projects; and (ii) we will ask the prospective
customer information on the winning quotation in the event that we do not secure the
contract and they expressed their preference over subcontractors with own machinery,
our Directors believe that when bidding for projects, ownership of specialised
machinery is also taken into consideration by our customers to determine bids to be
awarded. In selecting machinery and equipment to be purchased, we have taken into
account (i) our demand for specialised machinery and equipment for our contracts on
hand, including our nine contracts on hand as at the Latest Practicable Date with
works commenced/to be commenced in 2017 and an aggregate awarded contract sum
amounted to approximately HK$152.4 million; (ii) we intend to submit quotations for
60 contracts with aggregate contract value of approximately HK$1,900 million for the
year ending 31 December 2017; and (iii) our assessment of historical quotation results
during the Track Record Period. As such, our Directors are of the view that these
machinery and equipment will increase our technical capability and allow us to bid for
projects similar to that we previously failed to secure due to the lack of such
equipment and machinery. These machinery and equipment will also help cope with
our business expansion, strengthen our reputation and increase our overall capacity and

capability in performing foundation works.
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The total capital expenditure for these machinery and equipment is expected to be
approximately HK$29.4 million, where the planned allocation of the portion of the net
proceeds among machinery and equipment is as follows:

Number of Percentage of
Machinery and equipment investment units Amount net proceeds
(HK$ million)

Crawler cranes 3 9.2 25.7%
Hydraulic crawler drills 3 4.9 13.7%
Air compressors 4 2.0 5.7%
Other supporting tools and equipment N/A 2.6 7.3%

Reserve for maintenance
for the additional machinery and
equipment acquired N/A 1.3 3.7%

Total 10 20.0 56.1%

According to the Ipsos Report, foundation subcontractors are able to increase their
flexibilities in meeting different requirements of different projects and differentiate
themselves from other market players if they possess various specialised machineries
of their own. Therefore, our Directors are of the view that it is necessary for us to
have our own machines in order to cope with the gradual growth of the construction
industry. We plan to fund the remaining capital expenditure of approximately HK$10.7

million through finance leases.

Having considered that (i) if we pursue the acquisition of machinery by debt financing
solely as compared to a combination of listing proceeds and finance leases, it is
estimated that the interest expenses would increase by approximately HK$94,000,
HK$451,000 and HK$333,000 for each of the three years ending 31 December 2017,
2018 and 2019 which will affect our financial performance; (ii) funding the machinery
acquisition by a combination of listing proceeds and finance leases can help maintain
our Group’s gearing ratio at a healthier level, which our Directors believe that it would
help us gain confidence from our customers, suppliers and creditors as they may give
preference to a company who is less financially vulnerable and at a lower risk of
defaulting; and (iii) the combination of equity and debt financing for machinery
acquisition can provide us with a portion of listing proceeds to be allocated to
strengthen our manpower, support our materials purchase and enhance our working
capital, therefore our Group intends to finance the machinery acquisition by a

combination of listing proceeds and finance leases.
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Our Directors believe that the acquisition of additional machinery was well supported

by the demand of our foundation and site formation works services. The table below

sets out the project demand of our machinery owned and our machinery planned to be

purchased with the proceeds from the Public Offer:

For the year ending 31 December 2017
Number of machinery to be deployed

Projects on hand which are expected to commence works in 2017 (Note 1)

Resid Hotel and Estimated

property property property Residential commercial Hotel need from

develop develop devel School property building  Development projects
Type of machinery in in in  redevelop develop develop in tendered Overall
to be purchased Kowloon Tong Sham Shui Po  Sai Ying Pun in Sai Kung  in Tuen Mun in Mongkok Yau Ma Tei (Note 2) project need
Crawler cranes - 1 - - 1 - - - 2
Hydraulic crawler drills - - - 1 1 - - - 2
Air compressors 1 1 1 1 1 1 1 1 8

Notes:
1. For details of our projects on hand which are expected to commence works in 2017, please refer to
the paragraph headed “Business — Projects on hand” in this prospectus.

2. The estimated need from projects tender are made based on the Directors’ understanding and best

knowledge on the latest quotation invitation and submission status and the negotiation with our

existing and potential customers.

. Approximately HK$9.5 million or 26.6% of the net proceeds will be used for

strengthening our manpower by recruiting additional staff and providing training to our

staff in the next two years. The following table sets out a breakdown of the human

resources investment that we plan to employ by functions:

Human resources investment

Project management
Machinery operators
Other construction staff

Staff training

Total

Number of
staff to be Percentage of
recruited Amount net proceeds

(HKS$ million)

2 3.1 8.6%
5 4.1 11.5%
2 1.8 5.2%
N/A (Vo) 0.5 1.3%
9 9.5 26.6%

Note: Our Group intends to engage external professional to conduct comprehensive trainings to our staff and

therefore no additional staff is expected to be recruited for staff training.
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. Approximately HK$4.0 million or 11.2% of the net proceeds will be used for purchase
of steel materials. We utilise steel sheet piles, steel H-piles and steel bars for our
foundation and site formation works. As such, these steel materials will be purchased
for our pile cap construction works of projects in Kowloon Tong and Sham Shui Po.
Based on the current project schedule, our Directors expect to purchase and utilise the
steel materials during August to October 2017. In view that the steel materials are
expected to be consumed within three months from the time of purchase, our Directors
consider that the purchase of steel materials does not constitute any speculation in the
steel price. For details of our projects on hand, please refer to the section headed

“Business” in this prospectus; and

. Approximately HK$2.1 million or approximately 6.1% of the net proceeds will be used
for the general working capital of our Group.

It is expected that the utilisation rate of the additional machinery to be acquired will be over
80% for the six months ending 31 December 2017 based on the projects on hand, the latest
quotation invitation and submission status and the negotiation with existing and potential
customers. For any shortfall (if any) of our machinery in the future, our Group may obtain
additional machinery through leasing from other machinery providers or purchasing additional site

formation machinery with our Group’s internal resources and/or bank borrowing.

It is expected that upon the acquisition of the machinery and recruitment of the new staff,
our Group will have a better capacity to undertake and manage more foundation and site
formation works on our own, which in turn would enable our Group to place less reliance on and
save costs of subcontracting and machinery leasing expenses, with the estimated net cost savings
(estimated cost reduction from subcontracting fees and machinery leasing expenses based on the
prevailing market rental cost less additional depreciation, staff costs of machine operators, repair
and maintenance and finance cost to be incurred) amounted to approximately HK$0.3 million and
$1.7 million for the six months ending 31 December 2017 and the year ending 31 December 2018
respectively, and an improvement of gross margin by approximately 1% by 2018.

Having considered (i) our Group’s existing operation capacity is practically fully utilised;
(i1) the expanded machinery fleet can increase our Group’s technical capability and allow our
Group to bid for projects similar to those we previously failed to secure due to the lack of such
equipment; (iii) the increasing demand for our Group’s foundation and site formation works
services as reflected in the increasing number of invitation for quotations during the Track Record
Period and up to the Latest Practicable Date; (iv) the forecast industry growth as provided in the
Ipsos Report; (v) the expanded capacity can enable our Group to develop new customers and
expand our customer base; (vi) the estimated utilisation values of the additional machinery to be
acquired are reasonable; and (vii) the estimated net cost savings on machinery leasing and
subcontracting expenses contributed by the acquisition of the additional machinery and
recruitment of the new staff could enhance our Group’s profitability, our Directors believe that
the future demand of our Group’s foundation and site formation works services would justify the

expansion plan and the acquisition of the additional machinery.
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If the final Offer Price is set at the highest or lowest point of the indicative Offer Price
range, the net proceeds from the Public Offer will increase or decrease by approximately HK$4.9
million when compared to the net proceeds receivable by our Company with the Offer Price being
determined at the mid-point of the range as stated in this prospectus. Under such circumstances,
our Company intends to reduce its allocation of the net proceeds to the above purposes on a pro-
rata basis.

To the extent that our net proceeds from the Public Offer are not immediately required for
the above purposes, it is the present intention of our Directors that such net proceeds will be
deposited into short-term interest-bearing bank accounts with authorised financial institutions in
Hong Kong.

IMPLEMENTATION PLANS

We will endeavor to achieve the following milestone events during the period from the
Latest Practicable Date to 30 June 2019, and their respective scheduled completion times are
based on certain bases and assumptions as set out in the paragraph headed “Bases and key
assumptions” in this section. These bases and assumptions are inherently subject to many
uncertainties and unpredictable factors, in particular the risk factors as set out under the section
headed ‘“Risk Factors” to this prospectus. Therefore, there is no assurance that our business plans
will materialise in accordance with the estimated time frame and that our future plans will be
accomplished at all.

From 1 July 2017 to 31 December 2017

Business strategy Implementation activities Sources of funding
Strengthening our — To acquire a new telescopic boom Approximately HK$2.7
machinery fleet crawler crane for carrying out million to be funded by the
piling, ELS and pile caps works in Listing proceeds, and

our foundation and site formation approximately HK$1.8

projects million to be funded by

finance lease

— To acquire a new hydraulic crawler Approximately HK$1.2
drill for carrying out drilling and million to be funded by the
piling works in our foundation and Listing proceeds, and
site formation projects approximately HK$0.8

million to be funded by
finance lease
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Business strategy

Expanding our

manpower

Implementation activities

— To acquire two new air compressors

— To acquire other supporting tools

and equipment and accessories to

enhance our machinery fleet

— To provide maintenance for the

acquired machinery

— Evaluate the capacity of our

machinery fleet and assess for our
need for additional machinery and

equipment

— Recruit a project manager and an

assistant project manager to
strengthen our project management

and supervision capabilities

— Recruit two machinery operators to

enhance our capacity on project

execution

— Recruit a foreman and a site

engineer to enhance our capacity on

project execution

— Conduct staff training

— Continue to assess the sufficiency of

our human resources having regard

to our business development
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Sources of funding

Approximately HK$1.0
million to be funded by the
Listing proceeds, and
approximately HK$0.7
million to be funded by
finance lease

Approximately HK$0.7
million to be funded by the
Listing proceeds

Listing proceeds of
approximately HK$0.2

million

Approximately HK$0.8
million to be funded by the

Listing proceeds

Approximately HK$0.5
million to be funded by the
Listing proceeds

Approximately HK$0.4
million to be funded by the

Listing proceeds

Approximately HK$0.1
million to be funded by the

Listing proceeds
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Business strategy

Purchase of steel

materials

Implementation activities

— Purchase of steel sheet piles, steel

H-piles and steel bars for our pile
cap construction works of projects
in Kowloon Tong and Sham Shui
Po

Total

From 1 January 2018 to 30 June 2018

Business strategy

Strengthening our
machinery fleet

Implementation activities

— To acquire a new hydraulic crawler

crane for carrying out piling, ELS
and pile caps works in our
foundation and site formation
projects

— To acquire a new hydraulic crawler

drill for carrying out drilling and
piling works in our foundation and
site formation projects

— To acquire two new air compressors

— To acquire other supporting tools

and equipment and accessories to
enhance our machinery fleet
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Sources of funding

Approximately HK$4.0
million to be funded by the
Listing proceeds

HK$11.6 million

Sources of funding

Approximately HK$3.7
million to be funded by the
Listing proceeds, and the
remaining of approximately
HK$2.4 million to be
funded by finance lease

Approximately HK$1.2
million to be funded by the
Listing proceeds, and
remaining of approximately
HK$0.8 million to be
funded by finance lease

Approximately HK$1.0
million to be funded by the
Listing proceeds, and the
remaining of approximately
HK$0.7 million to be
funded by finance lease

Approximately HK$0.7
million to be funded by the
Listing proceeds
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Business strategy

Expanding our
manpower

Implementation activities

— To provide maintenance for the
acquired machinery

— Evaluate the capacity of our
machinery fleet and assess for our
need for additional machinery and
equipment

— Maintain the cost of additional staff

recruited

— Recruit two additional machinery
operations to enhance our capacity
on project execution

— Conduct staff training

— Continue to assess the sufficiency of
our human resources having regard
to our business development

Total
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Sources of funding

Approximately HK$0.3
million to be funded by the
Listing proceeds

Approximately HK$1.7
million to be funded by the
Listing proceeds

Approximately HK$0.5
million to be funded by the
Listing proceeds

Approximately HK$0.1

million to be funded by the
Listing proceeds

HK$9.2 million
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From 1 July 2018 to 31 December 2018

Business strategy

Strengthening our
machinery fleet

Expanding our
manpower

Implementation activities

— To acquire a new telescopic

boom crawler crane for
carrying out piling, ELS and
pile caps works in our
foundation and site formation
projects

— To acquire other supporting

tools and equipment and
accessories to enhance our
machinery fleet

— To provide maintenance for

the acquired machinery

— Evaluate the capacity of our

machinery fleet and assess for
our need for additional
machinery and equipment

— Maintain the cost of additional

staff recruited

— Recruit an additional

machinery operations to
enhance our capacity on
project execution

— Conduct staff training

— Continue to assess the

sufficiency of our human
resources having regard to our
business development

Total
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Sources of funding

Approximately HK$2.7
million to be funded by the
Listing proceeds, and the
remaining of approximately
HK$1.8 million to be
funded by finance lease

Approximately HK$0.7
million to be funded by the
Listing proceeds

Approximately HK$0.4
million to be funded by the
Listing proceeds

Approximately HK$2.3
million to be funded by the
Listing proceeds

Approximately HK$0.3
million to be funded by the
Listing proceeds

Approximately HK$0.1
million to be funded by the
Listing proceeds

HK$6.5 million
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From 1 January 2019 to 30 June 2019

Business strategy

Strengthening our

machinery fleet

Expanding our

manpower

Implementation activities

— To acquire a new hydraulic

crawler drill for carrying out
drilling and piling works in
our foundation and site

formation projects

— To acquire other supporting

tools and equipment and
accessories to enhance our

machinery fleet

— To provide maintenance for

the acquired machinery

— Evaluate the capacity of our

machinery fleet and assess for
our need for additional

machinery and equipment

— Maintain the cost of additional

staff recruited

— Conduct staff training

— Continue to assess the

sufficiency of our human
resources having regard to our

business development

Total
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Sources of funding

Approximately HK$2.5
million to be funded by the
Listing proceeds, and the
remaining of approximately
HK$1.6 million to be
funded by finance lease

Approximately HK$0.7
million to be funded by the
Listing proceeds

Approximately HK$0.4
million to be funded by the

Listing proceeds

Approximately HK$2.6
million to be funded by the

Listing proceeds
Approximately HK$0.1

million to be funded by the

Listing proceeds

HK$6.3 million
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BASE AND KEY ASSUMPTIONS

The business objectives set out by our Directors are based on the following bases and key

assumptions:

. There will be no significant economic change in respect of inflation, interest rate, tax

rate and currency exchange rate that will adversely affect our business operations;

. We will have sufficient financial resources to meet the planned capital expenditure and
business development requirements during the period to which the business objective

relate;

. There will be no material change in the existing laws (whether in the PRC or any part
of the world), policies, or industry or regulatory treatment relating us, or in the

political, economic or market conditions in which we operate;
. There will be no material change in the bases or rates of taxation applications to us;

J There will be no disaster, natural, political or otherwise, which would materially
disrupt our business operations or casus substantial loss, damage or destruction to our

properties or facilities;

. There will be no significant change in the business relationships with our major

customers, subcontractors and suppliers;

. There will be no change in the effectiveness of any license and permits obtained by us;
and
. We will not be materially affected by the risk factors as set out under the section

headed ‘“‘Risk Factors” to this prospectus.
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REASONS FOR THE PUBLIC OFFER

Our Directors believe that the Listing will enhance our profile and recognition, and hence
our ability to attract new businesses. Our Directors consider that a listing on GEM signifies a
degree of financial strength of our Group which in turn our Directors believe is an important
factor to be taken into account by our customers in evaluating our quotation, especially for larger
scale projects. Our Directors are of the view that a public listing status will enable our Group to
stand out from our competitors since the public disclosure of information of our Group would
offer extra confidence to our customers who are otherwise not expected to obtain the similar
information from our competitors not publicly listed. In addition, our Board is also of the view
that although the estimated net proceeds from the Public Offer only amount to approximately
HK$35.7 million (base on the Offer Price of HK$0.22 per Offer Share, being the mid-point of the
indicative Offer Price range of HK$0.20 to HK$0.24 per Offer Share), the Listing and the Public
Offer will provide our Company with additional avenues to raise capital for our future business
expansion and long-term development, and expand and diversify our capital base and
Shareholders base as institutional funds and retail investors in Hong Kong can easily participate
in the equity of our Company. The net proceeds from the Public Offer will strengthen our
financial position and provide us with additional working capital to implement the future plans set
out in the paragraph headed ‘“Business strategies and future plans™ in this section above. In
choosing between debt financing and equity financing, our Directors have taken into account that
(1) debt financing from banks or financial institutions normally require the pledge of properties or
significant assets which our Group lacks; (ii) the increasing speculation that the interest rate in
Hong Kong is set to rise and the use of debt financing to fund all of our business expansion and
the subsequent renewal of the debt would subject our Group to risk of increasing finance costs;
and (iii) debt financing and equity financing are not mutually exclusive, but our Group may have
a better position to bargain for more favourable terms from debt financiers with a larger equity
base. Therefore, after careful evaluation of the different capital structures, our Directors decided
to proceed with the Public Offer.

Our Directors consider that the net proceeds from the Public Offer together with our internal
resources will be sufficient to finance the implementation of our business plans as set forth in the
paragraph headed “Implementation plans” above. Investors should be aware that any part of
our business plans may not proceed according to the time frame as described above due to
various factors. Under such circumstances, our Directors will evaluate carefully the situation
and will hold the funds as short-term deposits until the relevant business plan(s) materialise.

Our Group will issue an announcement in accordance with the requirement under the GEM
Listing Rules if there is any material change in the use of proceeds as described above.
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BOARD OF DIRECTORS

Our Board is responsible and has general powers for the management and conduct of the
Group’s business. Our Board consists of five Directors, including two executive Directors and
three independent non-executive Directors. The following table sets forth certain information of

our Directors:

Relationship with

Time of Date of other Director(s)
joining our appointment and/or senior
Name Age Present position Group as Director Roles and responsibilities management
Executive Directors
Yuen Suk Har 59 Chairman and executive 18 July 2003 4 January 2016 Overall strategic management and  Spouse of Mr. Lau
(RME) Director development of our Group’s

business and operations; serving
on the Remuneration Committee
and the Nomination Committee

Lau Chung Ho 54 Chief Executive Officer 18 July 2003 4 January 2016 Overseeing our Group’s Spouse of Ms. Yuen
(BI5i%) and executive Director operations, business
development, human resources,
finance and administration

Independent Non-executive Directors

Ng Ki Man 31 Independent 7 June 2017 7 June 2017 Serving on the Audit Committee, ~ N/A
(S Non-executive Director the Remuneration Committee
and the Nomination Committee,
and providing independent
judgment and advising on the
issues of strategy, performance,
resources and standard of
conduct of our Group

Iu Tak Meng Teddy 54 Independent 7 June 2017 7 June 2017 Serving on the Audit Committee, ~ N/A
(RfEE) Non-executive Director the Remuneration Committee
and the Nomination Committee,
and providing independent
judgment and advising on the
issues of strategy, performance,
resources and standard of
conduct of our Group

Chong Kam Fung 37 Independent 7 June 2017 7 June 2017 Serving on the Audit Committee, ~ N/A
(HEa0%) Non-executive Director the Remuneration Committee

and the Nomination Committee,
and providing independent
judgment and advising on the
issues of strategy, performance,
resources and standard of
conduct of our Group
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EXECUTIVE DIRECTORS

Ms. Yuen Suk Har (FZ#EE), aged 59, is the Chairman, an executive Director, a
Controlling Shareholder and the co-founder of our Group. She has been a director of Workbase
Engineering since July 2003. Ms. Yuen was appointed as a Director on 4 January 2016 and was
redesignated as an executive Director on 22 September 2016. Ms. Yuen is responsible for the
overall strategic management and development of our Group’s business and operations and is the
chairlady of the Remuneration Committee and a member of the Nomination Committee.

Ms. Yuen completed secondary school education. Prior to co-founding our Group with Mr.
Lau, Ms. Yuen gained over 24 years of experience in clerical and office work while being
employed by the Government. From August 1977 to March 1982, she worked as an office
assistant and clerical assistant in the Public Works Department of Hong Kong. In April 1982, she
was employed as a clerical assistant at the Engineering Development Department and later joined
the Civil Engineering Services Department of Hong Kong as clerical assistant in June 1986. From
October 1989 to October 1997, she worked as a clerical officer II for the Inland Revenue
Department, Customs and Excise Department and Education Department of Hong Kong
respectively. From October 1997 to May 2002, she worked as an assistant clerical officer for the
Education Department of Hong Kong. Ms. Yuen was awarded a 20 Years’ Meritorious Service

Certificate from the Government in 1998.

In July 2003, Ms. Yuen co-founded our Group’s principal operating subsidiary, Workbase
Engineering, with Mr. Lau, taking responsibility for its operation, business development, human
resources, finance and administration, and has since accumulated over 13 years of experience in

the construction industry.
Ms. Yuen is the spouse of Mr. Lau.

Mr. Lau Chung Ho (#|4{Z%), aged 54, is the Chief Executive Officer, an executive
Director, a Controlling Shareholder and the co-founder of our Group. Since July 2003, Mr. Lau
has been a director of Workbase Engineering. Mr. Lau was appointed as a Director on 4 January
2016 and was redesignated as an executive Director on 22 September 2016. As a dedicated leader
since the commencement of our Group’s operations and a key member of our executive
management team, Mr. Lau is responsible for overseeing our Group’s operations, business
development, human resources, finance and administration. Mr. Lau has over 33 years of
experience in the construction industry, during which he gathered extensive knowledge of the

industry and established close relationships with customers, suppliers and subcontractors alike.
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Mr. Lau began his career as a technician apprentice in the Engineering Development
Department of the Government in April 1983. He then worked as a works supervisor II in the
Engineering Development Department, Civil Engineering Services Department and Drainage
Services Department of the Government between July 1985 to November 1989. He worked as a
sub-agent of Hon Charm Engineering Limited during December 1989 to June 1991. From June
1991 to August 1992, Mr. Lau worked as sub-agent in Super Bright Engineering Limited, and
was appointed as director in KHL Projects Limited in September 1992. Mr. Lau then joined
Kenly (HK) Limited as a contracts manager in January 1995 to December 2001, after which he
worked as a director in Teamwork Civil Engineering Limited from January 2002 to May 2007.

Mr. Lau obtained a Certificate in Civil Engineering from Haking Wong Technical Institute
in July 1985 and a Higher Certificate in Civil Engineering from The Hong Kong Polytechnic
University (formerly known as the Hong Kong Polytechnic) in November 1988. Mr. Lau was also
admitted as an associate member of the Hong Kong Institution of Engineers in November 1990.
Mr. Lau completed the Metal Scaffold Erecting and Dismantling for In-Service Supervisor Course
held by Construction Industry Training Authority and Safety Supervisor Training Course held by
Hong Kong Safety Training Centre in July 2003 and May 2005, respectively.

Mr. Lau was a director of the following companies incorporated in Hong Kong prior to their
dissolutions (but not due to members’ voluntary winding-up) with details as follows:

Nature of business
immediately prior
Name of company to dissolution Date of dissolution

KHL Projects Limited Ceased business 12 June 2015
(BB A PR R (Note 1)

Teamwork Civil Engineering Limited Ceased business 11 May 2007
(Fhak £ AR TRA FRAF]) (Note 2)

Notes:

1. KHL Projects Limited was deregistered under section 751 of the Companies Ordinance. Under section 751 of
the Companies Ordinance, an application for deregistration can only be made if: (a) all members of the
company agree to such deregistration; (b) the company has not commenced business or operation, or has not
been in operation or carried on business during the three months immediately before the application; (c) such
company has no outstanding liabilities; (d) such company is not a party to any legal proceedings; (e) such
company’s asset do not consist of any immovable property situated in Hong Kong; and (f) if such company
is a holding company, none of its subsidiary’s assets consist of any immovable property situated in Hong

Kong.

2. Teamwork Civil Engineering Limited was deregistered under section 291AA of the Predecessor Companies
Ordinance. Under section 291AA of the Predecessor Companies Ordinance, an application for deregistration
can only be made if: (a) all members of the company agree to such deregistration; (b) the company has not
commenced business or operation, or has not been in operation or carried on business during the three

months immediately before the application; and (c) such company has no outstanding liabilities.
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Mr. Lau confirmed that there was no wrongful act on his part leading to the dissolution of
the above companies, and he is not aware of any actual or potential claim that has been or will be
made against him as a result of the dissolution of these companies.

Mr. Lau is the spouse of Ms. Yuen.

Mr. Lau has been invited to assist the ICAC in its investigation in around 2006. After the
Assistance, Mr. Lau was not invited by the ICAC for other interviews or investigations and Mr.
Lau was not charged by the ICAC. For details, please refer to the paragraph headed “Business —
Internal controls — Mr. Lau’s assistance to the ICAC’s investigation™ in this prospectus.

We have engaged our Legal Counsel to provide an opinion on the Case based on the present
facts and the information available, to assist the Sponsor to assess the Case and the suitability of
Mr. Lau and Ms. Yuen, being the directors of Workbase Engineering at the relevant time, to act
as a director of listed companies under Chapter 5 of the GEM Listing Rules, and our Legal

Counsel is of the view that:

(i) there was no reliable or sufficient evidence showing that either Mr. Lau or Ms. Yuen

has been involved in any intentional misconduct, fraud or dishonesty under the Case;

(i) as Mr. Lau or Ms. Yuen has not participated in the Case nor had the opportunity to
cross-examine the witnesses or Defendant, Mr. Lau or Ms. Yuen is not bound by facts

found by the trial judge or those affirmed within the Case;

(iii) under the law, Mr. Lau or Ms. Yuen is innocent as there is no charge or conviction
against him. Therefore, it is unfair and wrong to rely on the Case to draw an adverse

opinion of Mr. Lau’s or Ms. Yuen’s character or integrity;

(iv) the documentary evidences provided by Workbase Engineering to himself are
contemporaneous records that serve as corroboration evidences for Mr. Lau’s case and
he is satisfied that the documentary evidences pointed to the existence of the

moonlighting works; and

(v) the prosecution risk against Mr. Lau and/or Workbase Engineering in relation to the
Case is very slim. If there were any prosecution on alleged corruption made against
Mr. Lau, Mr. Lau would have a good defence and high chance of acquittal.
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Having considered our Legal Counsel’s opinion, our Directors are of the view, and the

Sponsor concur that the Case has not indented the character, integrity or experience of each of

Mr. Lau and Ms. Yuen in determining the suitability of each of Mr. Lau and Ms. Yuen to act as a

director of listed companies under Chapter 5 of the GEM Listing Rules as:

@)

(i1)

(iif)

(iv)

there were genuine Advisory Services provided to Workbase Engineering by the
Defendant (not in his capacity as the assistant project manager of the Contractor), and
both Mr. Lau and Ms. Yuen regarded the Payments issued by Workbase Engineering
to the Defendant as the remuneration for the Advisory Services which were in

aggregate a reasonable sum;

Mr. Lau did not have any corrupt intent as (i) the Payments were reasonable amount of
remuneration for the Advisory Services; and (ii) the Contracts were awarded and the
subsequent payment certifications were made in adherence to Contractor’s established
procedures on subcontractor selection and subsequent payment certification, and the
Defendant was not in the position to decide the party to be awarded with the
Contracts. As opined by our Legal Counsel, without any corrupt intent, the elements
under section 9(2) of the POBO would not be established;

Mr. Lau and Ms. Yuen have attended corruption prevention training to enhance the
relevant knowledge and awareness on corruption prevention measures and practices
after Mr. Lau’s assistance to ICAC’s investigation. Also, as the executive Directors of
the Company, Mr. Lau and Ms. Yuen have approved the adoption and implementation

of the enhanced internal control policy on anti-corruption in January 2016; and

the Assistance and the Advisory Services took place more than 10 years ago, and since
then there has been no alleged incidents in relation to corruption or legal charges
brought against the Group, Mr. Lau or Ms. Yuen.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr.

Ng Ki Man (% #L8) (“Mr. Ng”), aged 31, was appointed as our independent non-

executive Director on 7 June 2017. He is also the chairman of the Audit Committee and a

member of each of the Remuneration Committee and the Nomination Committee. Mr. Ng is

responsible for providing independent judgement and advising on the issues of strategy,

performance, resources and standard of conduct of our Group.
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Mr. Ng obtained a Bachelor of Business Administration (Honours) degree in Information
Systems from the City University of Hong Kong in November 2008 and a Postgraduate
Certificate in Professional Accounting in July 2009. Mr. Ng was qualified as a Certified Public
Accountant in the Hong Kong Institute of Certified Public Accountants and Chartered Accountant
in the Institute of Chartered Accountants in England and Wales in January 2012 and March 2012,
respectively. Mr. Ng worked as a audit junior in S.H. Leung & Co. between May 2008 to January
2010. He then worked in HLB Hodgson Impey Cheng Limited as accountant I from February
2010 to September 2015 with his last position held as manager. From September 2015 to April
2016, Mr. Ng had been as the financial controller and company secretary of China Ruifeng
Renewable Energy Holdings Limited (stock code: 527), a company listed on the Main Board of
the Stock Exchange. Mr. Ng has been the company secretary of Hao Tian International
Construction Investment Group Limited (stock code: 1341) (formerly known as Clear Lift
Holdings Limited), a company listed on the Main Board of the Stock Exchange, from April 2016
to February 2017. Since September 2016, Mr. Ng has been an independent non-executive director
of Goal Forward Holdings Limited (stock code: 8240), a company listed on the GEM of the Stock
Exchange.

Mr. Iu Tak Meng Teddy (7205 ) (“Mr. Iu”), aged 54, was appointed as our independent
non-executive Director on 7 June 2017. He is also the chairman of the Remuneration Committee
and a member of each of the Audit Committee and Nomination Committee. Mr. Iu is responsible
for providing independent judgement and advising on the issues of strategy, performance,

resources and standard of conduct of our Group.

Mr. Iu obtained a Diploma in Management Studies, a Master of Science in Information
Systems and a Master of Science in Accountancy from The Hong Kong Polytechnic University
(formerly known as the Hong Kong Polytechnic) in November 1990, October 1995 and November
2002, respectively. He received his Master of Science from the University of Hong Kong in
December 2015.
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Mr. Iu was admitted to memberships of the following institutions and bodies:

Year of approval

of present

membership

Name of institution Membership grade grade
The Royal Institution of Professional member 2015

Chartered Surveyors

The Geological Society of America Professional member 2015
The Society of Economic Geologists Member 2013
The Geological Society of London Fellow 2013
The Australasian Institute of Member 2013

Mining and Metallurgy
The Canadian Institute of Mining, Metallurgy =~ Member 2012
and Petroleum

Mr. Tu has also been a fellow of each of the Chartered Institute of Management
Accountants, the Hong Kong Society of Accountants (currently the Hong Kong Institute of
Certified Public Accountants), and the Hong Kong Institute of Directors since March 1995, June
1997 and October 2012, respectively.

Mr. Iu was a Hong Kong divisional council member of the Chartered Institute of
Management Accountants for the year term 1994 to 2003 and 2007 to 2009, and the divisional
president thereof for the year term 2001 to 2002. He was also a lay member of the Solicitors
Disciplinary Tribunal Panel from July 2003 to July 2009.

Mr. Iu worked as the North Asia Financial Controller of Regional Container Lines (HK)
Limited from January 1996 to April 1997. After which he has been an independent and project
based consultant since 1997 and in addition to this, he worked as EDP manager for Asia Pacific
Operations of Moulinex Far East Limited from April 2001 to January 2002. Besides his full time
commitments, Mr. Tu also worked as a visiting lecturer (part-time) at the Department of
Accountancy of The Hong Kong Polytechnic University from February 2000 to May 2001, a part-
time lecturer at the School of Continuing and Professional Education of the City University of
Hong Kong from September 2001 to June 2010 and has been a part-time instructor at the School
of Continuing and Professional Studies at The Chinese University of Hong Kong since September
2007. He has also been an independent non-executive director of Gameone Holdings Limited, a
company listed on the GEM of the Stock Exchange (stock code: 8282) since December 2015.
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Mr. Tu was a director of the following company incorporated in Hong Kong prior to its
dissolution (but not due to members’ voluntary winding-up) with details as follows:

Nature of business

immediately prior Date of
Name of company to dissolution dissolution
Power Asset Management Limited Ceased business 24 March 2005

( [fES5% & LA FRZA W] ) (Note)
Note:

Power Asset Management Limited was struck off and dissolved pursuant to section 291 of the Predecessor
Companies Ordinance. Under section 291 of the Predecessor Companies Ordinance, the Registrar of Companies in

Hong Kong can strike off a defunct company from the register of companies.

Mr. Tu confirmed that (i) Power Asset Management Limited was solvent immediately prior
to its dissolution; (ii) there was no wrongful act on his part leading to the above dissolution of
Power Asset Management Limited; and (iii) he is not aware of any actual or potential claim that
has been or will be made against him as a result of the dissolution of Power Asset Management
Limited.

Mr. Chong Kam Fung (#t4:0%) (“Mr. Chong”), aged 37, was appointed as our
independent non-executive Director on 7 June 2017. He is also the a member of each of the
Audit Committee, Remuneration Committee and Nomination Committee. Mr. Chong is
responsible for providing independent judgement and advising on the issues of strategy,

performance, resources and standard of conduct of our Group.

Mr. Chong obtained a Bachelor of Arts in Accountancy from The Hong Kong Polytechnic
University in December 2006. Mr. Chong has been a member of the Hong Kong Institute of
Certified Public Accountants and a fellow of the Association of Chartered Certified Accountants

since April 2008 and October 2012, respectively.

From March 2006 to January 2013, Mr. Chong worked in an international accounting firm
in Hong Kong with his last position held as senior manager. He has been the company secretary
of Ahsay Backup Software Development Company Limited, a company listed on the GEM of the
Stock Exchange (stock code: 8290) since March 2015.
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Mr. Chong was a director of the following company incorporated in Hong Kong prior to its

dissolution (but not due to members’ voluntary winding-up) with details as follows:

Nature of business

immediately prior Date of
Name of company to dissolution dissolution
Harvestseedsynco Advisory Limited Ceased business 17 April 2015
(B BEAS al A BR 2 7)) (Note 1)
Note:
1. Harvestseedsynco Advisory Limited was deregistered under section 751 of the Companies Ordinance. Under

section 751 of the Companies Ordinance, an application for deregistration can only be made if: (a) all
members of the company agree to such deregistration; (b) the company has not commenced business or
operation, or has not been in operation or carried on business during the three months immediately before the
application; (c) such company has no outstanding liabilities; (d) such company is not a party to any legal
proceedings; (e) such company’s asset do not consist of any immovable property situated in Hong Kong; and
(f) if such company is a holding company, none of its subsidiary’s assets consist of any immovable property

situated in Hong Kong.

As confirmed by Mr. Chong, the company was inactive at the time when it was dissolved
and there was no wrongful act on his part leading to the dissolution and he is not aware of any

actual or potential claim that has been or will be made against him as a result of such dissolution.

Save as disclosed in this prospectus, each of our Directors (i) had no interest in the Shares
within the meaning of part XV of the SFO as at the Latest Practicable Date; (ii) is independent
from, and not related to, any Directors, substantial shareholders, Controlling Shareholders, or
senior management of our Company; and (iii) did not hold any other directorships in public
companies the securities of which are listed on any securities market in Hong Kong or overseas in

the three years prior to the Latest Practicable Date.

Save as disclosed in this prospectus, to the best of the knowledge, information and belief of
our Directors having made all reasonable enquiries, there was no other matter with respect to the
appointment of our Directors that needs to be brought to the attention of our Shareholders and
there was no information relating to our Directors that is required to be disclosed pursuant to Rule
17.50(2) of the GEM Listing Rules as at the Latest Practicable Date.
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SENIOR MANAGEMENT

The following table sets forth certain information of the senior management of our Group:

Date of
Date of joining appointment as
Name Age Present Position our Group senior management Roles and responsibilities
Yung Kwok Leung 54 Finance Director 24 June 2015 24 June 2015 Responsible for our financial
(IR and accounting
management
Shum Yam Shun 48 Site Superintendent 1 September 2014 1 August 2015 Daily monitoring and
(TkgkIE) management of our sites
To Kam Ming 33 Project Manager 1 November 2015 1 February 2016 Overseeing and monitoring
(F&HmT) our projects and operations

Mr. Yung Kwok Leung (FE{f) (“Mr. Yung”) , aged 54, is the Finance Director of our
Group. He obtained a Master of Management from Macquarie University, Sydney Australia in
June 2003. Mr. Yung joined our Group in June 2015.

Mr. Yung has over 35 years of experience in accounting and financial industry. From
September 1981 to April 1985, Mr. Yung worked as a clerk in Wayfoong Credit Limited, which
was a subsidiary of HSBC Group. He later joined ORIX Finance Services Hong Kong Limited in
April 1985, and left in September 2002 with his last position held as assistant general manager.
Mr. Yung worked for ORIX Asia Limited between October 2002 to July 2003, with his last
position held as senior manager. He then joined Fubon Bank (Hong Kong) Limited between July
2003 to September 2008 with his last position held as the first vice president of the SME
Division. Mr. Yung has been a director of Navonview Enterprise (HK) Limited since May 2011.

Mr. Shum Yam Shun (P£EK)E) (“Mr. Shum”™), aged 48, is the Site Superintendent of our
Group. Mr. Shum joined our Group as a site supervisor in September 2014 and was later
promoted to his current position in August 2015. He is primarily responsible for daily monitoring
and management of our sites.

Mr. Shum has over 22 years of experience in the construction industry. He worked in Shui
Wing Engineering Limited from April 1994 to February 2006 with his last position held as
foreman. Mr. Shum then joined Lermond Engineering Limited as head of foreman between
January 2006 to August 2014. He was qualified with a Level 5 BTEC Higher National Certificate
(Civil Engineering) from Pearson Education Limited in the United Kingdom (the totality of which
was considered to meet the standard of a local higher certificate by the Hong Kong Council for
Accreditation of Academic & Vocational Qualifications) in December 2013. Mr. Shum completed
an Interim Certificate Course for Qualifying Site Supervisors as Technically Competent Persons
in June 2001. Mr. Shum also obtained Certificates 1 and 2 for Qualifying Site Supervisors as
Technically Competent Persons in May 2002 and May 2004, respectively.
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Mr. To Kam Ming (F##8) (“Mr. To”), aged 33, is the Project Manager of our Group.
He joined our Group as an assistant project manager in November 2015 and was later promoted to
his current position in February 2016. Mr. To obtained a Diploma in Civil Engineering from the
Hong Kong Institute of Vocational Education in July 2003 and a Higher Diploma in Building
Technology and Management (Engineering) from The Hong Kong Polytechnic University in
December 2005. He also obtained a Bachelor of Engineering (Honours) in Building Engineering
(Structural and Geotechnical Engineering) from the City University of Hong Kong in February
2010.

Mr. To has over 10 years of experience in the construction industry. He commenced his
career working as a building safety assistant in the Buildings Department in June 2006. Mr. To
joined the Drainage Services Department of Hong Kong as a works supervisory assistant with his
last position held as work supervisor II (Civil) between July 2007 and November 2010. From
November 2010 to July 2011, he worked as a structural engineer in Midi Aluminum Fabricator
Limited. From July 2011 to November 2011, he worked as a site engineer in Chiu Hing
Construction & Transportation Company Limited. Mr. To worked in Tysan Foundation Limited as
an engineer between January 2012 to October 2015 with his last position held as project engineer.

COMPANY SECRETARY

Ms. Yim Sau Ping (B % Jif ) (“Ms. Yim”), aged 34, graduated from The Hong Kong
Polytechnic University with a Bachelor in Accountancy in December 2007 and has been a
Certified Public Accountant of the Hong Kong Institute of Certified Public Accountants since
January 2010. She has accumulated more than 8 years of experience in accounting, auditing and
financial management in international audit firm, financial institution and listed companies. Ms.
Yim was appointed as the company secretary of our Company on 22 September 2016.

Prior to joining our Group, Ms. Yim worked for Ngai Shun Holdings Limited (stock code:
1246), a company listed on the Main Board of the Stock Exchange, as a company secretary from
October 2014 to May 2015, and as financial controller from October 2014 to August 2015. She
also worked for Tonking New Energy Group Holdings Limited (formerly known as JC Group
Holdings Limited ) (stock code: 8326), a company listed on the GEM as a company secretary
from November 2013 to December 2013, and as an accounting manager from April 2012 to
December 2013. She has been a director of Blooming (HK) Business Limited, a company
primarily engaged in corporate advisory and company secretarial services, since October 2015.
Since June 2016, Ms. Yim has been the company secretary and financial controller of Goal
Forward Holdings Limited (stock code: 8240), a company listed on the GEM of the Stock
Exchange.

COMPLIANCE OFFICER

Mr. Lau is the compliance officer of our Company. For details of his biographical details,

please refer to the paragraph headed “Executive Directors” of this section.
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COMPLIANCE ADVISER

Our Company has appointed Frontpage Capital as our compliance adviser pursuant to Rule
6A.19 of the GEM Listing Rules and Frontpage Capital assumes responsibility for acting as our
Company’s compliance adviser. Pursuant to Rule 6A.23 of the GEM Listing Rules, the

compliance adviser will advise our Company in the following circumstances:
(1) before the publication of any regulatory announcement, circular or financial report;

(2) where a transaction, which might be a notifiable or connected transaction under the

GEM Listing Rules, is contemplated including share issues and share repurchases;

(3) where our Company proposes to use the proceeds of Public Offer in a manner different
from that detailed in this prospectus or where the business activities, development or
results of our Company deviate from any forecast, estimate, or other information in

this prospectus; and

(4) where the Stock Exchange makes an inquiry of our Company under Rule 17.11 of the
GEM Listing Rules.

The term of appointment shall commence on the Listing Date and end on the date on which
our Company distributes the annual report of its financial results for the second full financial year
commencing after the Listing Date and such appointment may be subject to extension by mutual

agreement.

Except for (i) Frontpage Capital’s role as the sponsor in relation to the Listing; (ii) the
compliance adviser agreement entered into between our Company and Frontpage Capital; and (iii)
the Public Offer Underwriting Agreement, Frontpage Capital does not have any other contractual

arrangement with our Group as at the Latest Practicable Date.
AUDIT COMMITTEE

Our Group has established the Audit Committee on 7 June 2017 with written terms of
reference in compliance with paragraphs C.3.3 and C.3.7 of the Corporate Governance Code (the
“Corporate Governance Code”) as set out in Appendix 15 of the GEM Listing Rules. The
primary duties of the Audit Committee are, among other things, to review and supervise the
financial reporting process and internal control system of our Group. The Audit Committee
comprises three members, namely Mr. Ng Ki Man, Mr. Iu Tak Meng Teddy and Mr. Chong Kam
Fung of whom Mr. Ng Ki Man is the chairman of the Audit Committee.
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REMUNERATION COMMITTEE

Our Company has established the Remuneration Committee on 7 June 2017 with written
terms of reference in compliance with paragraph B.1.2 of the Corporate Governance Code. The
Remuneration Committee comprises four members, namely Mr. Tu Tak Meng Teddy, Mr. Ng Ki
Man, Mr. Chong Kam Fung and Ms. Yuen. Mr. Iu Tak Meng Teddy is the chairman of the
Remuneration Committee. The primary duties of the Remuneration Committee are, amongst other
things, to make 