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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.




EXPECTED TIMETABLE

2015
(Note 1)
Announcement of the level of indication of interest in the Placing
to be published on the GEM website at www.hkexnews.hk
and our Company’s website at www.kwanonconstruction.com . ... .. Thursday, 26 March
Allotment of the Placing Shares on or about .................... Thursday, 26 March
Deposit of share certificates for the Placing Shares into CCASS
on or about (Note 2) .. ... . . . . . e Thursday, 26 March
Dealings in the Shares on GEM to commence at 9:00 a.m.
on (Note 3 & 4) .. o Friday, 27 March
Notes:
1. All times and dates refer to Hong Kong times and dates, except as otherwise stated.

2. The Share certificates for the Placing Shares to be distributed via CCASS are expected to be deposited into
CCASS on or about Thursday, 26 March 2015 for credit to the relevant CCASS Participants’ or the CCASS
Investor Participants’ stock accounts designated by the Lead Manager, the placees or their respective agents
(as the case may be). No temporary documents or evidence of title will be issued.

3. For details of the structure of the Placing, including conditions thereof, please refer to section headed
“Structure and Conditions of the Placing” of this prospectus.

4. If there is any change to the above expected timetable, a separate announcement will be made by our
Company (for ourselves and on behalf of the Vendors).

Share certificates will only become valid certificates of title provided that, no later than
8:00 a.m. on the Listing Date, the Placing has become unconditional and the Underwriting
Agreement has not been terminated in accordance with its terms. If the Underwriting
Agreement does not become unconditional or is terminated in accordance with its terms and
conditions, our Company will make an announcement as soon as possible.

No dealing in the Placing Shares should take place prior to the Listing Date. Investors
who trade the Placing Shares on the basis of publicly available allocation details prior to the
receipt of the Share certificates or prior to the Share certificates becoming valid certificates
of title do so entirely at their own risk.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety before you decide to
invest in the Placing Shares.

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

OVERVIEW

The history of our Group dates back to 1975 when Mr. Tony Wong and an individual
acquainted with him, namely Mr. Lam Kam Kuen, established UECL in Hong Kong. In the
early years, we were principally engaged in the trading of fire protection materials and
woodworking machines and provision of concrete repairs services in Hong Kong. UEL, a
member of our Group obtained a licence from a manufacturer in the United Kingdom for the
manufacturing and distribution of fire protection materials in 1986. In the late 1980s to
1990s, Mr. Tony Wong recognised the prospects of the civil engineering industry in Hong
Kong and decided to explore business opportunities in undertaking civil engineering projects
in Hong Kong. Mr. Tony Wong invited Mr. Kwong, an experienced engineer, to join us in
1988 and subsequently our Group acquired the entire equity interest in Kwan On in 1993
from an Independent Third Party and started to act as a main contractor in the provision of
waterworks, roads works and drainage services and site formation services in Hong Kong.

We are principally engaged as a main contractor in the provision of (i) waterworks
engineering services; (ii) road works and drainage services; (iii) LPM Services; and (iv)
building works in Hong Kong. Our first contract for public sector was 17/WSD/93, which
was awarded by WSD in 1994. We are also engaged in site formation works for the public
and private sectors in Hong Kong.

Licences and certificates held by our Group

The following table sets out the principal licences and certificates held by members of
our Group as an approved contractor as at the Latest Practicable Date:

Relevant Licence/ Date of expiry
authority Relevant List Certificate Holder (Note)
WBDB Approved Contractors Group C Kwan On Not applicable
for Public Works —  (confirmed)
Waterworks
Category
WBDB Approved Contractors  Group C Kwan On Not applicable
for Public Works —  (confirmed)

Roads and
Drainage Category
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Relevant Licence/ Date of expiry
authority Relevant List Certificate Holder (Note)
WBDB Approved Contractors  Group B Kwan On Not applicable

for Public Works —  (confirmed)
Site Formation
Category

WBDB Approved Contractors  Group A Kwan On Not applicable
for Public Works —  (probationary)
Buildings Category

WBDB Approved Suppliers Confirmed Kwan On Not applicable
of Materials and
Specialist
Contractors for
Public Works —
Landslip
Preventive/
Remedial Works to
Slopes/Retaining
Walls

Note: These licences granted by WBDB do not have specified expiry dates and their retention are subject
to fulfilment of the criteria provided in the ETWB Handbook and regulatory actions taken by
WBDB.

Kwan On and UEL also hold other licences and certificates granted by BD and EMSD.
Please refer to the sub-section headed “Licences and certificates held by our Group”
under the section headed “Business” in this prospectus for further details.

Our business operations

During the Track Record Period, most of the works undertaken by us were civil
engineering projects for the public sector. Revenue generated from Government contracts,
including those awarded by WSD, CEDD, ArchSD and DSD, represented approximately
95.5%, 97.7% and 99.8%, respectively of our total revenue for each of the two years ended
31 March 2014 and the six months ended 30 September 2014. The duration of our projects
for the public sector generally ranged from 5 months to 48 months, depending on the size of
the contract and the complexity of the works undertaken. Projects undertaken by us for the
private sector generally included slope stabilization, upgrading and remedial works for HA,
schools, hospitals and private residences.
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A table summarizing the number of tenders submitted and awarded to our Group and
the overall success rate in each year during the Track Record Period and up to the Latest

Practicable Date is set out below:

Number
of tenders
submitted

Year ended 31 March 2013 20
Year ended 31 March 2014 34
From 1 April 2014 to the Latest

Practicable Date 29

Number
of
contracts
awarded

Overall
success

rate
(%)

10.0
23.5

6.9
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Note:

The estimated total revenue to be received by our Group represents our Group’s participating interest in the
estimated contract sum for contract 4/WSD/11 or contract 9/WSD/13 (as the case may be) pursuant to the
terms of the agreement entered into between Kwan On and the relevant joint operator, which will be
accounted for and recognised as the revenue of our Group in accordance with HKFRS 11. Expenses
incurred by the relevant joint operation will be recognised in our Group’s financial statements as cost of
services based on our Group’s participating interests in the relevant joint operation as aforesaid. Hence, the
profit attributable to our Group from contracts 4/WSD/11 and 9/WSD/13 will be the revenue less the
expenses recognised respectively.

For further details of the respective accounting treatments of our joint venture and joint operations, please
refer to the subsection headed “Mode of operation of Kwan On — U-Tech 1, Kwan On — China Geo and
Kwan On — U-Tech 2” under the section headed “Business” in this prospectus.

For details of the projects undertaken by us, please refer to the subsection headed
“Contracts completed and contracts in progress” under the section headed “Business” of this
prospectus.

The operational procedures for our principal business are largely identical and
generally include (i) project identification; (ii) preparation and submission of tender
document or quotation; (iii) award of contracts by our customer; (iv) formation of a project
management team; (v) procurement of required materials; (vi) assignment of works to
appointed subcontractors; (vii) project implementation by direct labour of our Group or by
subcontractors (as the case may be); (viii) inspection; (ix) application for payment and
certification; (x) release of payment by our customer; and (xi) release of payment to
subcontractors (if any). During the Track Record Period, our contracts for the public sector
were tendered by and awarded to (i) Kwan On, a member of our Group which holds the
relevant licences granted by WBDB; or (ii) an unincorporated joint venture formed by Kwan
On and U-Tech, namely Kwan On — U-Tech 1; or (iii) the joint operations formed by Kwan
On and its business partners, namely Kwan On — China Geo and Kwan On — U-Tech 2.
When a contract is awarded to Kwan On, Kwan On may undertake the contract by itself or
enter into a subcontracting agreement with any one of UEL, UECL and UEWL which would
execute the contract as subcontractor. As for the contract 10/WSD/10, Kwan On - U-Tech 1
undertakes part of the works while subcontracts the remaining works to subcontractors and
U-Tech is one of its subcontractors. As for the contracts 4/WSD/11 and 9/WSD/13, the
relevant joint operation subcontracts all of the works to subcontractor(s) who will be
responsible for the necessary labour, plant, materials and all other expenses to complete the
project. Kwan On — U-Tech 1 is classified and accounted for as a subsidiary of Kwan On
and accordingly its financial position and results of operation have been consolidated into
the financial statements of our Group in accordance with HKFRS 10 “Consolidated Financial
Statements”. Our share of revenue and expenses in respect of Kwan On — China Geo arising
from contract 4/WSD/11 and Kwan On — U-Tech 2 arising from contract 9/WSD/13 have
been recognised in accordance with HKFRS 11 “Joint Arrangements”. For further details of
Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On — U-Tech 2 and their respective
accounting treatments, please refer to the subsection headed “Mode of operation of Kwan
On — U-Tech 1, Kwan On — China Geo and Kwan On — U-Tech 2” under the section headed
“Business” in this prospectus.
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Depending on our manpower availability, the expertise required, the level of
complexity of work involved, cost effectiveness and licencing requirements, we may appoint
subcontractors to carry out certain parts of the contract works. We have maintained a list of
approved subcontractors, the selection of which are based on a set of criteria including
previous job references, reputation in the industry, price competitiveness, quality of work
and skill sets of workers of the subcontractors. As at the Latest Practicable Date, there were
over 20 subcontractors on our list of approved subcontractors, with our five largest
subcontractors having maintained business relationship with us for up to nine years. In order
to closely monitor the performance of the subcontractors and to ensure that the
subcontractors comply with the requirements and provisions set out in the respective main
contracts and the relevant laws, rules and regulations, we have specific subcontractor
management plan for each contract undertaken by us. Our project manager is responsible for
supervising and monitoring the works provided by our subcontractors and for ensuring their
compliance with the requirements and provisions of respective main contract and the
relevant laws, rules and regulations. For details of the arrangement between our
subcontractors and us, please refer to the subsection headed “Control over subcontractors”
under the section headed “Business” in this prospectus.

During the Track Record Period, the principal construction materials used by our
subcontractors and us include various kinds of pipes (including mild steel pipes, ductile iron
pipes and polyethylene pipes), fittings, steel bars, concrete and asphalt, which are sourced
from a number of suppliers. During the Track Record Period, there were over 200 materials
suppliers on our approved list of suppliers. Before admitting a supplier to our approved list,
we will take into account a host of factors including its product quality, time of delivery, job
references and reputation in the industry.

LEGAL PROCEEDINGS AND NON-COMPLIANCE MATTERS

As at the Latest Practicable Date, our Group was engaged in seven outstanding civil
litigation cases proceedings in connection with accidents happened at our work sites, one
outstanding civil litigation case in connection with an alleged breach of certain oral
agreement by Kwan On and one criminal prosecution case in connection with our alleged
violation of the Construction Sites (Safety) Regulations (Chapter 592 of the Laws of Hong
Kong). Please refer to the subsection headed “Legal proceedings” under the section headed
“Business” in this prospectus for further details. The Indemnifiers have undertaken to jointly
and severally indemnify and at all times keep our Group indemnified against all the costs
and liabilities incurred by our Group in relation to those outstanding or unsettled legal and
arbitration proceedings, investigations, prosecutions and/or claims, to the extent that such
costs and liabilities are resulting from or by reference to any event or circumstances
occurred on or before the Listing Date (which, for the avoidance of doubt including any
claims which filed after the Listing Date) that exceed the relevant amounts of provisions
made in our Company’s audited accounts for the Track Record Period and are not otherwise
indemnified by any other parties under any contractual obligations.

The former usage of our Group’s previous head office in Chai Wan and the present
usage of our Group’s site office in North Point was/is not in strict compliance with the user
provisions stipulated in the respective occupation permits issued by the BD as well as the
respective Government leases granted by the Government to which the relevant properties
are held subject. Please refer to the subsection headed “Non-compliance matters” in the
section headed “Business” in this prospectus.
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COMPETITIVE LANDSCAPE

We compete primarily with those contractors who hold licences of the same status
under the same categories on the Contractor List and the Specialist List as we do. Based on
the information available from WBDB’s website as at the Latest Practicable Date, Kwan On,
a member of our Group, is one of the 22 Group C contractors (confirmed) under the
category of “Waterworks”. Kwan On is also one of the approved contractors among the 41
Group C contractors (confirmed) under the category of “Road and Drainage”. Group C
contractors are the highest ranking contractors in terms of tender limits, and can tender for
public works with contracts sum of any value exceeding HK$185 million. Furthermore,
Kwan On was also upgraded to Group B contractors (confirmed) under the category of “Site
Formation” in June 2013. In addition, there were 23 approved contractors with confirmed
status listed under the category of “Landslip Preventive/Remedial Works to Slopes/Retaining
Walls” on the Specialist List. Kwan On has been one of the approved contractors with
confirmed status under such category since 2000. Please refer to the subsection headed
“Competition” under the section headed “Business” in this prospectus for further details of
competition landscape.

KEY BUSINESS DRIVERS

Our business growth is mainly driven by: (i) the Government’s continuous expenditure
on civil engineering works in Hong Kong; (ii) our established operating history and proven
track record; and (iii) our business strategy to diversify our source of income by leveraging
the different types of licences held by Kwan On.

COMPETITIVE STRENGTHS

We believe our main competitive strengths are: (i) our established operating history and
proven track record; (ii) our diversified experience and capabilities; (iii) our experienced
management team; and (iv) our stable relationships with our subcontractors and construction
materials suppliers.

BUSINESS STRATEGIES

Our business objective is to achieve sustainable growth in our current businesses by
strengthening our position as a main contractor in the provision of civil engineering services
in Hong Kong. Our Directors intend to achieve our Group’s business objectives by (i)
expanding our business scale and in order to achieve sustainable growth in our business
after the completion of the R&R Programme in 2015, our Group intends to diversify our
source of income by tendering more contracts with higher contract value under the
categories of “Roads and Drainage” and “Site Formation” since Kwan On had been
upgraded to Group C contractors (confirmed) under the “Roads and Drainage” category and
Group B contractors (confirmed) under the “Site Formation” category in February and June
2013 respectively, and hence our Group would be eligible to tender for projects under these
two categories of public works with larger contract value; (ii) further strengthening our
manpower; and (iii) acquisition of additional equipment and machinery to strengthen our
ability of project implementation. Please refer to the section headed “Risk Factors” in this
prospectus for the risk as to our source of income.



SUMMARY

FINANCIAL INFORMATION

The selected items of combined statements of comprehensive income, the combined
statements of financial position and the combined statements of cash flow of our Group
during the Track Record Period are summarised below, which are extracted from the

accountant’s report set forth in Appendix I to this prospectus.

Selected items of combined statements of comprehensive income

Six months ended

Year ended 31 March 30 September
2013 2014 2013 2014
HK$’000  HK$’000  HK$ 000 HK$’000
(Unaudited)

Revenue 311,880 393,283 153,485 332,363

Gross profit 29,927 51,617 21,267 19,276

Profit before income tax expense 9,490 29,418 9,044 8,616
Profit and total comprehensive income

for the year/period 5,728 23,628 6,278 7,435
Profit and total comprehensive income

for the year/period attributable to our
shareholders 1,483 20,043 4,338 4,186

We derive our revenue from the provision of (i) waterworks engineering services; (ii)
road works and drainage services; (iii) LPM Services; and (iv) building works. Set out
below is an analysis of the revenue during the Track Record Period by categories of services
provided:

Six months ended

Year ended 31 March 30 September
2013 2014 2013 2014
HKS$’000 HKS$’000 HKS$’000 HK$’000
(Unaudited)

Waterworks engineering 158,892 208,084 87,007 119,767
Road works and drainage 43,237 107,914 31,981 135,043
LPM Services 109,751 63,335 31,116 74,603
Building works — 13,950 3,381 2,950

311,880 393,283 153,485 332,363

Our revenue for the year ended 31 March 2014 increased by approximately 26.1% or
approximately HK$81.4 million compared to that for the year ended 31 March 2013, which
was mainly attributable to the increase in revenue contribution from waterworks engineering
category, road works and drainage category and building works category amounting to
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approximately HK$49.2 million, HK$64.7 million and HK$14.0 million respectively, net of
decrease in LPM Services of approximately HK$46.4 million. Our net profit increased from
approximately HK$5.7 million for the year ended 31 March 2013 to approximately HK$23.6
million for the year ended 31 March 2014. The improvement was mainly attributable to the
increase in gross profit generated of approximately HK$21.7 million as a result of decrease
in expected loss arising from the project TK/2008/01 amounted to approximately HK$8.8
million, net of increase in staff costs of approximately HK$4.3 million.

Our revenue for the six months ended 30 September 2014 increased by approximately
HK$178.9 million or approximately 116.5% compared to that for the six months ended 30
September 2013. The leap in revenue was mainly due to an increase in revenue contribution
from the contract KL/2012/03 and 3 contracts for LPM Services namely contracts GE/2012/
11, GE/2013/06 and GE/2013/17, which together generated revenue of approximately
HK$159.8 million. Our net profit increased from approximately HK$6.3 million for the six
months ended 30 September 2013 to approximately HK$7.4 million for the six months
ended 30 September 2014, which was attributable to the increase in service income and
government grants received and decrease in tax expense as a result of utilisation of tax
losses brought forward.

Our gross profit for the year ended 31 March 2014 increased by approximately
HK$21.7million compared to that for the year ended 31 March 2013, while our gross profit
for the six months ended 30 September 2014 decreased by HK$2.0 million compared to that
for the six months ended 30 September 2013. Such changes in the gross profit was due to (i)
the increase in revenue as explained above; and (ii) the changes in the gross profit margin
which is further discussed below.

Our gross profit margins by categories of work performed during the Track Record
Period are set out below:

Six months ended

Year ended 31 March 30 September
2013 2014 2013 2014
(Unaudited)
Waterworks engineering 14.8% 14.7% 9.0% -2.4%
Road works and drainage -10.4% 22.0% 38.6% 10.6%
LPM Services 11.6% -5.0% 4.2% 9.5%
Building works - 14.9% 4.8% -28.4%
Overall 9.6% 13.1% 13.9% 5.8%

Our overall gross profit margin improved from approximately 9.6% for the year ended
31 March 2013 to approximately 13.1% for the year ended 31 March 2014. The increase
was due to (i) significant improvement in gross profit margins generated from road works
and drainage projects and (ii) contribution from projects in building works category awarded
to us during the year ended 31 March 2014. The gross profit margin for waterworks
engineering category remained at a similar level during the year ended 31 March 2013 and
2014. The gross profit margin for waterworks engineering category dropped from
approximately 9.0% for the six months ended 30 September 2013 to approximately -2.4%
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for the six months ended 30 September 2014. The drop was due to increase in costs
incurred, in particular, for contracts 24/WSD/09 and 6/WSD/11. Please refer to the section
headed “Financial information” in this prospectus for further details.

The gross profit margin for road works and drainage category improved significantly
from approximately -10.4% for the year ended 31 March 2013 to approximately 22.0% for
the year ended 31 March 2014 because of decrease in expected loss arising from the project
TK/2008/01 amounted to approximately HK$8.8 million. The expected reduction in loss for
project TK/2008/01 was due to a claim made by us against the customer for revision of the
contract sum by approximately HK$10.0 million. We continued to negotiate with the
customer for settlement. The customer informed us in writing that they are working towards
the target of end-March 2015 for the settlement of the claim for project TK/2008/01. After
disregarding the reduction in expected loss for project TK/2008/01, the adjusted gross profit
margin for road works and drainage category for the year ended 31 March 2014 was
approximately 15.2%. The increase in the gross profit margin for road works and drainage
category for the year ended 31 March 2014 as compared to that for the year ended 31 March
2013 was mainly attributable to the additional revenue generated from the variation orders
received from the customer in respect of project DC/2012/05. Gross profit margin for road
works and drainage decreased from approximately 38.6% for the six months ended 30
September 2013 to approximately 10.6% for the six months ended 30 September 2014. The
high gross profit margin for the six months ended 30 September 2013 was attributable to a
reversal of expected loss of approximately HK$8.8 million for project TK/2008/01.

The decrease in gross profit margin for LPM Services category was due to payment of
subcontracting charges for certain variation orders for the project SX X121 of approximately
HK$1.0 million whilst contract revenue for the work done had not been recognised during
the year ended 31 March 2014. The revenue in relation to these variation orders will be
recognised as income upon finalising the rate with the customer. In addition, the estimated
contract sum for project GE/2011/03 has been adjusted downwards because of reduction in
the quantity of works upon expiry of the contract period and payment to a subcontractor
upon completion of works while income has not been certified and received from the
customer. Gross profit margin for LPM Services improved from approximately 4.2% for the
six months ended 30 September 2013 to approximately 9.5% for the six months ended 30
September 2014. The improvement was due to increase in gross profit generated from 2 of
the 3 new contracts, namely GE/2012/11 and GE/2013/06, which commenced in late 2013.

Gross profit margin for building works was decreased from approximately 4.8% for the
six months ended 30 September 2013 to approximately -28.4% for the six months ended 30
September 2014. The negative gross profit recorded in the six months ended 30 September
2014 was due to (i) additional subcontracting fees paid for variation orders for maintenance
works after completion of main works for a private sector project and (ii) extra costs for
additional staff assigned to a demolition project.

Our Group had been awarded two new contracts in the building works category during

the year ended 31 March 2014, which generated gross profit of approximately HK$2.1
million in total.
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Our net profit margins during the Track Record Period is set out below:

Six months

ended 30

Year ended 31 March  September

2013 2014 2014

Net profit margin 1.8% 6.0% 2.2%

Our net profit margins were 1.8%, 6.0% and 2.2% for the years ended 31 March 2013
and 2014 and the six months ended 30 September 2014 respectively. The increase was
mainly due to increase in net profit for the year ended 31 March 2014 generated from two
projects KL/2012/03 and DC/2012/05, which contributed approximately HK$13.9 million in
total and decrease in expected loss recognised of project TK/2008/01 amounted to
approximately HK$8.8 million. The decrease in net profit margin for the six months ended
30 September 2014 was mainly due to costs incurred for projects, including 24/WSD/09 and
6/WSD/11 exceeding amounts certified by customers. The remaining amounts were expected
to be certified and received upon finalisation of the missing items and variation orders with
customers.

Please refer to the section headed “Financial Information” in this prospectus for further
details.

Selected items of combined statements of financial position

As at 30
As at 31 March September
2013 2014 2014

HK$’000  HK$’000  HK$’000

Non-current assets 18,492 15,066 24,569
Current assets 111,834 189,741 222,631
Non-current liabilities 4,691 750 684
Current liabilities 138,032 186,226 221,250
Net current (liabilities)/assets (26,198) 3,515 1,381
Net (liabilities)/assets (12,397) 17,831 25,266

As at 31 March 2013, we had net current liabilities and net liabilities amounted to
approximately HK$26.2 million and approximately HK$12.4 million respectively which were
attributable to the recognition of the expected losses arising from projects TK/2008/01, 26/
WSD/06 and 6/WSD/06 as amounts due to customers under current liabilities. The losses of
these three projects were recognised prior to the Track Record Period which amounted to
approximately HK$7.9 million, HK$14.6 million and HK$18.8 million respectively but were
brought forward to the year ended 31 March 2013. The total outstanding bank overdrafts and
borrowings as at 31 March 2013 amounted to approximately HK$47.6 million, of which
bank loans amounting to approximately HK$10.7 million were not repayable within one year
but contained a repayment on demand clause. Although our Group has no reason to believe
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that the banks will demand immediate repayment of these bank loans which are expected to
be repaid by us on schedule, such loans were classified as current liabilities thereby
resulting in a net current liabilities position for our Group as at 31 March 2013.

As the minimum employed capital and working capital of Kwan On fulfill the financial
criteria for retention on the Contractor List and the Specialist List, the Group’s net liabilities
recorded as at 31 March 2013 did not affect Kwan On’s status as an approved contractor for

public works.

Selected items of combined statements of cash flows

Six

months

ended 30

Year ended 31 March September
2013 2014 2014

HK$’000  HK$’000  HK$’000

Net cash (used in)/from operating activities (36,822) 73,587 (17,856)
Net cash (used in)/from investing activities (12,526) 4,378 (18,384)
Net cash from/(used in) financing activities 6,533 12,068 11,352
Cash and cash equivalents at end of year/period (22,992) 67,041 42,153

Please refer to the section headed “Financial information” in this prospectus for further
details.

Selected key financial ratios

Six

months

ended 30

Year ended 31 March September

2013 2014 2014

Current ratio 0.8 1.0 1.0
Net profit margin 1.8% 6.0% 2.2%
Return on equity -46.2% 132.5% 29.4%
Return on assets 4.4% 11.5% 3.0%
Gearing ratio -387.8% 234.7% 233.9%
Interest coverage 4.5 11.5 10.5

Please refer to the paragraph headed “Key financial ratios” under the section headed
“Financial information” in this prospectus for further details.
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LISTING EXPENSES

Listing expenses are estimated to be approximately HK$18.6 million, which will be
borne by the Vendors and us in equal share, each bearing approximately HK$9.3 million. Of
such amount of approximately HK$18.6 million, (i) approximately HK$2.4 million is
attributable to the issue of the New Shares which is to be accounted for as a deduction from
equity; (ii) approximately HK$2.4 million will be borne by the Vendors for the sale of the
Sale Shares and set-off against the listing expenses of our Company; and (iii) the remaining
amount of approximately HK$13.8 million is to be charged to profit or loss of our Group.
Although the amount of approximately HK$13.8 million is also borne by our Company and
the Vendors in equal share, such amount is incurred or to be incurred by our Company.
Therefore, the entire amount of approximately HK$13.8 million is recognised or to be
recognised as our expenses and charged to our profit or loss, of which approximately
HK$2.9 million, HK$3.0 million and HK$1.4 million has been recognised as expenses and
charged to profit or loss of our Group for each of the two years ended 31 March 2014 and
the period from 1 April 2014 up to the Latest Practicable Date respectively and the
remaining amount of approximately HK$6.5 million is expected to be recognised as
expenses since the Latest Practicable Date to 31 March 2015. Accordingly, the financial
performance of our Group for the year ending 31 March 2015 will be affected. The Vendors
have agreed to reimburse their share of the Listing expenses of approximately HK$6.9
million to our Company upon Listing in their capacity as shareholders. Such amount of
approximately HK$6.9 million, when received by our Company upon Listing, will be
accounted for as a capital contribution to our Company, and will not be set-off against the
approximately HK$13.8 million recognised and to be recognised as our expenses in our
profit or loss.

In accordance with paragraph 7 of HKAS 1, the total comprehensive income is the
change in equity during a period resulting from transactions and other events, other than
those changes resulting from transactions with owners in their capacity as owners. Since the
reimbursement of approximately HK$6.9 million is not a transaction arising from our
ordinary activities, the reimbursement should be treated as a change in our Company’s
equity resulting from transaction with the Vendors in their capacity as shareholders. As such,
treating the reimbursement of approximately HK$6.9 million from the Vendors as a capital
contribution to our Company without setting off against the approximately HK$13.8 million
recognised and to be recognised as our expenses in our profit or loss, is in accordance with
HKAS 1.

Having considered that (i) transaction costs that are directly attributable to the issue of
New Shares have been accounted for as a deduction from equity; (ii) expenses that do not
meet the definition of a transaction cost have been charged to profit or loss; (iii) for costs
that relate jointly to both the issue of the New Shares and the listing of the existing Shares,
our Company uses the ratio of the number of the New Shares to the existing Shares as an
allocation basis, and the costs allocated to the listing of the existing Shares are charged to
profit or loss; and (iv) our Company has deferred the costs on the statement of financial
position until the issue of the New Shares is recognised, where the deferred costs are
subsequently reclassified as a deduction from equity and if the New Shares are not
subsequently issued, the transaction costs are recognised as an expense in the profit or loss,
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our Directors are of the view that the accounting treatment of our Listing expenses has
complied with HKAS 32 and followed the technical update on “Accounting for transaction
costs incurred in initial public offerings” published by the HKICPA.

RECENT DEVELOPMENT

Since 1 October 2014 up to the Latest Practicable Date, we had submitted 8 tenders in
relation to waterworks engineering services, LPM Services and road works and drainage
services to the relevant Government departments. One of the said tenders had been
unsuccessful and the results of the remaining tenders were unknown.

After 30 September 2014 and up to the Latest Practicable Date, five independent safety
audits have been carried out by the external registered safety auditor to assess our safety
management system and a satisfactory standard of compliance with statutory safety
obligations was observed by the auditor. During the same period, other than a non-fatal
accident which occurred at one of our work sites during non-business hours in November
2014, brief details of which are set out in the subsection headed “Safety Policy” under the
section headed “Business” in this prospectus, we had not had any other reportable accidents
at our work sites.

Our financial performance for the year ending 31 March 2015 will be affected by the
expenses incurred in relation to the Listing, which are one-off. It is estimated that the
Listing expenses as to approximately HK$7.9 million will be recognised as expenses in the
year ending 31 March 2015. Our unaudited revenue for the three months ended 31
December 2014 was higher than that for the three months ended 31 December 2013. Our
unaudited subcontracting costs for the three months ended 31 December 2014 were higher
than that for the three months ended 31 December 2013. Our unaudited revenue was higher
than our unaudited subcontracting costs for the three months ended 31 December 2014. We
achieved a gross profit for the three months ended 31 December 2014. Save as disclosed in
the subsections headed “Safety Policy” and “Legal proceedings” under the section headed
“Business” in this prospectus, after 30 September 2014 and up to the Latest Practicable
Date, there was no material change in the status of outstanding litigations and claims.

Save for the Listing expenses to be recognised in the year ending 31 March 2015, our
Directors confirm that since 30 September 2014 (being the date to which the latest financial
information of our Group was made up and reported in the accountant’s report set out in
Appendix I to this prospectus) and up to the date of this prospectus, there has been no
material adverse change in the financial or trading position or prospects of our Group.

OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the Placing and the Capitalisation Issue (but
without taking into account any Shares that may be issued upon the exercise of any options
which may be granted under the Share Option Scheme), our Company will be owned as to
(i) approximately 40.41% by Fortune Decade, which is wholly owned by Mr. Tony Wong, an
executive Director; (ii) approximately 34.59% by Twilight Treasure, which is owned as to
87.5% by Success Ally and 12.5% by Decade Success; and (iii) 25% by public Shareholders.
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Success Ally is a company incorporated in the BVI which is wholly owned by Mr. Tony
Wong. Decade Success is a company incorporated in the BVI which is wholly owned by Mr.
Kwong, an executive Director.

In addition, by virtue of Mr. Newton Wong’s interests in Garwealth and Mr. Andy
Wong’s interests in Fortune Peace, Bright Link and Success Ally during the Track Record
Period, both Mr. Newton Wong and Mr. Andy Wong are considered to be our Controlling
Shareholders under the GEM Listing Rules. Mr. Newton Wong and Mr. Andy Wong are the
sons of Mr. Tony Wong. Our Controlling Shareholders entered into a confirmatory deed on
30 July 2013 confirming that each of them has been acting in concert with each of UEL,
UECL, UEWL, UBCL, UCRL, UFCL and Kwan On since 1 April 2011.

The abovenamed Shareholders do not, directly or indirectly, carry on, participate or
engage in, nor are they otherwise interested in, any business which is or may be in
competition with our business. Please refer to the section headed “Controlling Shareholders”
in this prospectus for further details of our Controlling Shareholders.

CONNECTED TRANSACTIONS

During the Track Record Period, UEL, as a lessee, has entered into two lease
agreements with the connected persons of our Company which are expected to continue after
the Listing, namely: (i) a lease from Shiu Mau in relation to two industrial units and a car
parking space in Hong Kong and (ii) a lease from Ms. Chiu in relation to staff quarters in
Hong Kong. In addition, our Group has also entered into various sub-contracting
arrangements with U-Tech, which is regarded as a connected person of our Company, and
such arrangements are expected to be completed after Listing. Please refer to the section
headed “Connected Transactions” in this prospectus for further details.

DIVIDEND POLICY

No dividend had been paid or declared by our Company since its incorporation. Given
the accumulated losses recorded by our Group of HK$20.2 million as at 30 September 2014,
our Directors consider that all earnings will give priority to finance the continuing
development of our business such that our Group will not be able to distribute dividends to
our Shareholders in the foreseeable future. Any declaration and payment as well as the
amount of dividends will be subject to our Group’s constitutional documents, the GEM
Listing Rules and laws in Hong Kong as well as the approval of the Shareholders. For
details of our dividend policy, please refer to the paragraph headed “Dividend policy” under
the subsection headed “Dividends and Distributable Reserves” under the section headed
“Financial Information” in this prospectus.

PLACING STATISTICS
Placing Price . ... ... .. . HK$0.30 per Share
Market capitalisation at the Placing Price (Note 1) . ................. HK$288 million

Unaudited pro forma adjusted combined net tangible assets value
per Share (Note 2) . . .. e HKS5.4 cents
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Notes:

1. The calculation of the market capitalisation of the Shares is based on an issued capital of 960,000,000
Shares, being the aggregate of the number of Shares in issue as at the date of this prospectus and the
number of Shares to be issued pursuant to the Capitalisation Issue and the Placing.

2. The unaudited pro forma adjusted combined net tangible asset value per Share has been arrived at after
making the adjustments referred to under the sub-section headed “Unaudited pro forma adjusted combined
net tangible assets” in the section headed “Financial information” in this prospectus and on the basis of a
total of 960,000,000 Shares in issue and to be issued as mentioned herein immediately following completion
of the Placing and the Capitalisation Issue. It does not take into account any Shares which may fall to be
allotted and issued pursuant to the exercise of any options that have been granted or may be granted under
the Share Option Scheme, or any Shares which may be allotted and issued or repurchased by our Company
pursuant to the general mandates for the allotment and issue or repurchase of Shares referred to in
Appendix IV to this prospectus or otherwise.

REASONS FOR THE PLACING AND USE OF PROCEEDS

Our Directors believe that the listing of the Shares on GEM will enhance our Group’s
profile and the net proceeds from the Placing will strengthen our financial position and will
enable us to implement our business plans set out in the section headed “Statement of
business objectives and use of proceeds” in this prospectus. Furthermore, a public listing
status on the Stock Exchange will offer us access to capital market for corporate finance
exercise to assist in our future business development and strengthen our competitiveness.

The net proceeds from the Placing after deducting related expenses, are estimated to
amount to about HK$26.7 million. Our Directors presently intend that the net proceeds will
be applied as follows:

° approximately 68.1% of the net proceeds or approximately HK$18.2 million, for
repayment of bank loans;

e  approximately 16.4% of the net proceeds or approximately HK$4.4 million, for
the recruitment of staff for project management and technical personnel;

° approximately 8.0% of the net proceeds or approximately HK$2.1 million, for the
purchase of required equipment and machinery; and

° approximately 7.5% of the net proceeds, or approximately HK$2.0 million, for use
as general working capital of our Group.

Among the Placing Shares, there are an aggregate of 120,000,000 Sale Shares offered
by the Vendors for sale at the Placing Price. The net proceeds, after deduction of portion of
Listing expenses to be borne by the Vendors, to be received by the Vendors from the sale of
the Sale Shares will amount to approximately HK$26.7 million. Our Company will not
receive any of the proceeds from the sale of the Sale Shares by the Vendors under the
Placing.
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MAJOR RISK FACTORS

Our business operation is subject to a number of risk factors described in the section
headed “Risk Factors” in this prospectus. We believe that the following are some of the
major risks that may have an adverse effect on us: (i) we rely heavily on the contracts
granted by the Government during the Track Record Period, and our business, results of
operations and profitability may be adversely affected if we fail to secure contracts from the
Government or there is any significant reduction of such contracts in the future; (ii) our
financial performance fluctuated significantly during and prior to the Track Record Period.
The trend of our financial performance during the Track Record Period may not necessarily
reflect our financial performance in the future; (iii) we recorded net current liabilities and
net liabilities as at 31 March 2013; (iv) our results of operation depend significantly on our
success rate on project tendering and our project management liability; (v) our Group’s
business is project based. Our projects are normally awarded through competitive tendering
process and therefore there is no commitment from our clients. The profit margin of the
project depends on the terms of the contract and may not be regular and consistent; (vi) we
are exposed to construction litigation or dispute; and (vii) some of our subcontractors had
not entered into written subcontracting agreement with us during the Track Record Period
and our interests may not be well protected if any conflict or dispute arises.

As different investors may have different interpretations and standards for determining

materiality of a risk, you should read the entire section headed “Risk Factors” in this
prospectus carefully before you decide to invest in the Placing Shares.
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In this prospectus, unless the

the meanings set out below.

“Articles”

“associate(s)”

“Bridge Land”

“Bright Link”

“Board”

“Bookrunner” or “Lead Manager”

“Business Day”

“BVI”

“Capitalisation Issue”

“CCASS”

context otherwise requires, the following terms shall have

the articles of association of our Company adopted on
16 March 2015 and as amended from time to time, a
summary of which is set out in Appendix III to this
prospectus

has the meaning ascribed thereto under Rule 20.06(2)
of the GEM Listing Rules

Bridge Land Development Limited, a company
incorporated in Hong Kong with limited liability on 15
August 1991 which is beneficially owned as to
approximately 0.04% and 99.96% by Mr. Tony Wong
and Fortune Peace respectively

Bright Link Co., Ltd., a company incorporated in the
BVI with limited liability on 18 June 1999 which is
wholly and beneficially owned by Mr. Andy Wong

the board of Directors

CNI Securities Group Limited, a licensed corporation
to carry out type 1 (dealing in securities), type 2
(dealing in futures contracts) and type 4 (advising on
securities) regulated activities under SFO, being the
underwriter, the bookrunner and the lead manager to
the Placing

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

the British Virgin Islands

the issue of 839,000,000 Shares to be made upon
capitalisation of part of the amount standing to the
credit of the share premium account of our Company
referred to in the paragraph headed “3. Written
resolutions of our Shareholders” under the subsection
headed “Further information about our Company” in
Appendix IV to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC
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“China” or “PRC”

“China Geo”

“close associate(s)”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“Director(s)”

the People’s Republic of China excluding, for the
purpose of this prospectus, Hong Kong, the Macau
Special Administrative Region of the PRC and Taiwan

China Geo-Engineering Corporation, a state-owned
enterprise established in the PRC in 1982 and an
Independent Third Party

has the meaning ascribed thereto under the GEM
Listing Rules

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

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

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

Kwan On Holdings Limited, an exempted company
incorporated in the Cayman Islands with limited
liability on 6 December 2012, or where the context
refers to any time prior to its incorporation, those
businesses and operations which were assumed by it
pursuant to the Reorganisation, or where the context
requires, any of the businesses and operations that is or
was carried on by any member of our Group

has the meaning ascribed thereto under Rule 20.06(7)
of the GEM Listing Rules

has the meaning ascribed thereto under the GEM
Listing Rules and in the context of this prospectus,
refer to Decade Success, Fortune Decade, Success Ally,
Twilight Treasure, Mr. Tony Wong, Ms. Chiu, Mr. Andy
Wong, Mr. Newton Wong and Mr. Kwong

has the meaning ascribed thereto under the GEM
Listing Rules

the director(s) of our Company
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“Decade Success”

“Deed of Indemnity”

“Deed of Non-competition”

“Employees’ Compensation
Ordinance”

“Fortune Decade”

“Fortune Peace”

“Garwealth”

“GEM”

“GEM Listing Rules”

“GEM website”

“Government”

Decade Success Investments Limited, a company
incorporated in the BVI with limited liability on 23
August 2012 which is wholly and beneficially owned
by Mr. Kwong

the deed of indemnity dated 20 March 2015 given by
the Indemnifiers, namely our Controlling Shareholders,
in favour of our Company, pursuant to which our
Controlling Shareholders jointly and severally provide
certain indemnities for the benefit of our Company (for
itself and as trustee for our subsidiaries)

the deed of non-competition dated 20 March 2015
given by each of our Controlling Shareholders in
favour of our Company (for itself and as trustee for our
subsidiaries from time to time) regarding the
non-competition undertakings as more particularly set
out in the section headed “Controlling Shareholders” in
this prospectus

the Employees’ Compensation Ordinance (Chapter 282
of the Laws of Hong Kong), as amended, supplemented
and modified from time to time

Fortune Decade Investments Limited, a company
incorporated in the BVI with limited liability on 23
August 2012 which is wholly and beneficially owned
by Mr. Tony Wong

Fortune Peace Limited, a company incorporated in
Hong Kong with limited liability on 4 June 2007 which
is wholly and beneficially owned by Mr. Andy Wong
Garwealth Investment Limited (previously named
Univic Energy Limited and Four Seas — Univic Joint
Venture Limited), a company incorporated in Hong
Kong with limited liability on 24 April 1981 which is
wholly and beneficially owned by Mr. Tony Wong

the Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on GEM

the internet website www.hkgem.com operated by the
Stock Exchange for the purposes of GEM

the Government of Hong Kong
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DEFINITIONS

“Group”

“HKAS”

“HKFRS”

“HKICPA”
“HKSCC”

“Hong Kong” or “HK”

“Hong Kong Legal Advisers”

“Indemnifiers”

“Independent Third Party(ies)”

“IRDN

“IRO”

“KOBCL”

“KOCHL”

our Company and our subsidiaries or any of them or,
where the context so requires, in respect of the period
before our Company became the holding company of
its present subsidiaries, the present subsidiaries of our
Company, and a “member of our Group” means any of
them

Hong Kong Accounting Standards, amendments and
interpretations issued by HKICPA

Hong Kong Financial Reporting Standards, amendments
and interpretations issued by HKICPA

Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the
PRC

Michael Li & Co., the legal advisers to our Company
as to Hong Kong law in relation to the Listing

the Controlling Shareholders

individual(s) or company(ies) who is/are not connected
with (within the meaning of the GEM Listing Rules)
any Directors, chief executive, or substantial
Shareholders, our subsidiaries or any of their respective
associates

Inland Revenue Department of the Government

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

Kwan On Building Contractors Limited, a company
incorporated in Hong Kong with limited liability on 10
July 1967 and dissolved on 23 June 2005

Kwan On Construction (Holdings) Limited, a company
incorporated in Hong Kong with limited liability on 11
July 2001 which 1is beneficially owned as to
approximately 2.45%, less than 0.01%, 45.45%, 30.23%
and 21.87% by Mr. Kwong, Mr. Tony Wong,
Newtollent, Bright Link and Garwealth respectively
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DEFINITIONS

“Kwan On”

“Kwan On — China Geo”

“Kwan On — U-Tech 17

“Kwan On — U-Tech 2”

“Latest Practicable Date”

“Listing”

“Listing Date”

“Listing Division”

“Messis Capital” or “Sponsor”

“Minimum Wage Ordinance”

“Mr. Andy Wong”

“Mr. Chung”

Kwan On Construction Company Limited (previously
named Technic Light Limited), a company incorporated
in Hong Kong with limited liability on 28 May 1991
and a wholly-owned subsidiary of our Company

a joint operation formed by Kwan On and China Geo
on 12 August 2013 under the name of “Kwan On —
China Geo Joint Venture” for the purpose of submitting
the tender and the subsequent execution of the works
relating to the contract 4/WSD/11

an unincorporated joint venture formed between Kwan
On and U-Tech on 29 July 2011 for the purpose of
submitting the tender and the subsequent execution of
the works relating to the contract 10/WSD/10

a joint operation formed by Kwan On and U-Tech on
16 December 2013 under the name of “Kwan On —
U-Tech Joint Venture” for the purpose of submitting
the tender and the subsequent execution of the contract
9/WSD/13

16 March 2015, being the latest practicable date prior
to the printing of this prospectus for ascertaining
certain information referred to in this prospectus

the listing of the Shares on GEM

the date on which the trading of the Shares first
commences on GEM

the Listing Division of the Stock Exchange

Messis Capital Limited, the sole sponsor of our
Company in the Listing, a corporation licensed to carry
out type 1 (dealing in securities) and type 6 (advising
on corporate finance) regulated activities under the
SFO

the Minimum Wage Ordinance (Chapter 608 of the
Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time

Mr. Wong Ming San Andy (EW51l1), a son of Mr. Tony
Wong and a Controlling Shareholder

Mr. Chung Chi Ngong (#f:55)), an executive Director
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DEFINITIONS

“Mr. Kwong”

“Mr. Newton Wong”

“Mr. Tony Wong”

“Ms. Chiu”

“New Shares”

“Newtollent”

“Ongoing Contracts”

“Placing”

“Placing Price”

“Placing Shares”

Mr. Kwong Wing Kie (B/k#%), an executive Director
and a Controlling Shareholder

Mr. Wong Juen Gar Newton (##%%:), a son of Mr.
Tony Wong and a Controlling Shareholder

Mr. Wong Yee Tung, Tony (#'HZ#H), an executive
Director and a Controlling Shareholder

Ms. Chiu Gar Man (#3530, the spouse of Mr. Tony
Wong, a Controlling Shareholder

120,000,000 new Shares being offered by our Company
for subscription at the Placing Price under the Placing

Newtollent Company Limited, a company incorporated
in Hong Kong with limited liability on 9 October 1981
which is beneficially owned as to approximately
28.57%, less than 0.01%, 42.86% and 28.57% by Mr.
Kwong, Mr. Tony Wong, Bright Link and Garwealth
respectively

contracts with contract numbers KL/2012/03, GE/2012/
11, GE/2013/06, GE/2013/17, 9/WSD/13, 15/WSD/11,
20130375 and GE/2013/16, each of which has the
percentage of works certified below 50% as at the
Latest Practicable Date and will be completed after 30
September 2015

the conditional placing of the Placing Shares by the
Underwriter on behalf of our Company and the Vendors
for cash at the Placing Price subject to the terms and
conditions as described in the section headed “Structure
and conditions of the Placing” in this prospectus

the final placing price for each Placing Share
(excluding brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) of
HK$0.30 per Share

240,000,000 new Shares comprising 120,000,000 New
Shares and 120,000,000 Sale Shares being offered at
the Placing Price under the Placing subject to the terms
and conditions as described in the section headed
“Structure and Conditions of the Placing” in this
prospectus
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DEFINITIONS

“Reorganisation”

“Sale Shares”

“SFC”

“SFO”

“Share Option Scheme”

“Share(s)”

“Shareholder(s)”

“Shiu Mau”

“Stock Exchange”

“subsidiary(ies)”

“Substantial Shareholder”

“Success Ally”

“Track Record Period”

the reorganisation of our Group for the purpose of
Listing, particulars of which are set out in the
paragraph headed “Reorganisation” under the section
headed “History and Development” in this prospectus

120,000,000 existing Shares being offered by the
Vendors for sale at the Placing Price under the Placing

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

the share option scheme conditionally approved and
adopted by our Company on 16 March 2015, the
principal terms of which are summarised in the section
headed “Share Option Scheme” in Appendix IV to this
prospectus

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

holder(s) of the issued Share(s)

Shiu Mau Development Limited, a company
incorporated in Hong Kong with limited liability on 21
October 1988 which is legally and beneficially owned
by Mr. Tony Wong and Fortune Peace, which is in turn
beneficially owned by Mr. Andy Wong

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the GEM
Listing Rules

has the meaning ascribed to it in the GEM Listing
Rules and details of our Substantial Shareholders are
set out in the section “Substantial Shareholders” in this
prospectus

Success Ally Investments Limited, a company
incorporated in the BVI with limited liability on 3
August 2012 which is wholly owned by Mr. Tony
Wong

the two years ended 31 March 2014 and the six months
ended 30 September 2014
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DEFINITIONS

“Twilight Treasure”

“UB CL”

“UCRL”

“UEL”

“UECL”

“UEWL”

“UFCL”

“U-Tech”

“Underwriter”

Twilight Treasure Limited, a company incorporated in
BVI with limited liability on 13 August 2012 which is
owned as to 12.5% by Decade Success and 87.5% by
Success Ally

Univic Building Contractors Limited (previously named
Eastline Limited and HS-U Construction Management
Company Limited), a company incorporated in Hong
Kong with limited liability on 13 July 1993 and a
wholly-owned subsidiary of our Company

Univic Construction Resources Limited (previously
named Golden Valley Development Limited and Slope
Safe Limited), a company incorporated in Hong Kong
with limited liability on 25 June 1992 and a
wholly-owned subsidiary of our Company

Univic Engineering Limited, a company incorporated in
Hong Kong with limited liability on 23 April 1980 and
a wholly-owned subsidiary of our Company

Univic  Engineering and  Construction  Limited
(previously named Univic International Limited), a
company incorporated in Hong Kong with limited
liability on 9 September 1975 and a wholly-owned
subsidiary of our Company

Univic  Earthworks Limited (previously named
Sheenway Limited), a company incorporated in Hong
Kong with limited liability on 30 May 2003 and a
wholly-owned subsidiary of our Company

Univic  Fireproofing &  Construction  Limited
(previously named Univic (China) Limited, Univic
World Trade Limited and Univic Fire Protection
Materials Limited), a company incorporated in Hong
Kong with limited liability on 23 April 1980 and a
wholly-owned subsidiary of our Company

U-Tech Engineering Company Limited, a company
incorporated in Hong Kong with limited liability on 22
July 1998 and a connected person of our Company in
respect of Kwan On — U-Tech 1

the underwriter of the Placing named in the paragraph

headed “Underwriter” in the section headed
“Underwriting” in this prospectus
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DEFINITIONS

“Underwriting Agreement”

“Vendors”

“Win Vision”

“HK$” and “cents”

“km”

@ 29

m~” or “sq.m.”

“sq.ft.”

Aé%n

the conditional underwriting agreement dated 20 March
2015 made between our Company, our executive
Directors, our Controlling Shareholders, the Sponsor
and the Underwriter relating to the Placing, brief
particulars of which are summarised in the section
headed “Underwriting” in this prospectus

collectively, Fortune Decade and Twilight Treasure,
details of which are set out in the paragraph headed
“Particulars of the Vendors” in Appendix IV to this
prospectus

Win Vision Holdings Limited, a company incorporated
in the BVI with limited liability on 10 August 2012

and a wholly-owned subsidiary of our Company

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

kilometre
square metre
cubic metre
square feet

per cent.
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GLOSSARY

The glossary of technical terms contains explanations and definitions of certain terms
used in this prospectus in connection with us and our business. The terms and their meaning
may not correspond to meanings or usage of these terms as used by others.

“ArchSD”

66BD”
“CAR/TPL Insurance”

“CEDD”

“Contractor List”

“CSD”

“DSD”

“EPD”

“employed capital”
“employer of contract”

“EMSD”

“ETWB”

“ETWB Handbook”

“Government Gazette”

Architectural Services Department of the Government

(HEE)
Buildings Department of the Government (/& F%)
the contractor all risk or third party liability insurance

Civil Engineering and Development Department of the
Government (AT EE)

the list of approved contractors for public works (FBH]
AN TRERHE P 4 M) maintained by WBDB

Census and Statistics Department of the Government

(BURF AR IE)

Drainage Services Department of the Government (R

)

Environmental = Protection  Department  of  the
Government (FREi{Rq#EE)

issued and paid up capital and shareholders’ funds
the Government

Electrical and Mechanical Services Department of the
Government (#%% L% )

Environment, Transport and Works Bureau of the
Government (EREZHEME X TH ), formerly a policy
bureau of the Government, the duties of which are now
taken over by the Environment Bureau, Transport and
Housing Bureau and WBDB  following the
reorganisation of the Policy Bureau and Government
Secretariat

Contractor Management Handbook (Revision B-13)
May 2014 ORERE BT M—EFTRB) issued by ETWB

the official publication of the Government for, among
other things, statutory notices for public tenders
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GLOSSARY

“Group A”

“Group B”

“Group C”

“HyD”
“HA”

“ISO”

“ISO9000”

“ISO9001”

Group A of the relevant works category in the
Contractor List with tender limit for contracts of value
up to HK$75 million. A Group A contractor means an
approved contractor who satisfies Group A’s
qualifications. Please refer to the section headed
“Regulatory Overview” in this prospectus for details

Group B of the relevant works category in the
Contractor List with tender limit for contracts of value
up to HK$185 million. A Group B contractor means an
approved contractor who satisfies Group B’s
qualifications. Please refer to the section headed
“Regulatory Overview” in this prospectus for details

Group C of the relevant works category in the
Contractor List with tender limit for contracts of any
values exceeding HK$185 million. A Group C contractor
means an approved contractor who satisfies Group C’s
qualifications. Please refer to the section headed
“Regulatory Overview” in this prospectus for details

Highways Department of the Government (#&B{%)
Hong Kong Housing Authority (F#FEZZ% H &)

the International Organisation for Standardisation, a
non-government organisation based in  Geneva,
Switzerland, which develops and publishes international
standards such as management system standards

a family of standards set by ISO for quality
management system under which an organisation needs
to demonstrate its ability to provide products that fulfill
customers and applicable regulatory requirements and
aim to enhance customer satisfaction

ISO9001 is a member of that family of the ISO9000
which sets out requirements for ongoing improvement
of product quality and services and design.
ISO9001:2000 was withdrawn on 15 November 2010
and replaced by ISO9001:2008. ISO9001:2008 provides
a set of standardised requirements for a quality
management system where an organisation needs to
demonstrate its ability to consistently provide product
that meets customer and applicable statutory and
regulatory requirements and aims to enhance customer
satisfaction through the effective application of the
system
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GLOSSARY

“IS09002”

“LPM Services”

“main contractor” or “principal
contractor”

“R&R Programme”

“reportable accident”

“Specialist List”

“WBDB”

“working capital”

“WSD”

ISO9002 certification is an internationally recognised
standard for quality assurance model. As a family
member of the ISO9000, it sets out the quality system
requirements for production, installation and servicing.
1SO9002:1994 was withdrawn on 5 January 2004

landslip preventive and mitigation works to slopes and
retaining walls services

a contractor who enters into a contract directly with the
employer of a project, and assumes full responsibility
for the satisfactory completion of the construction
work. A main contractor or a principal contractor
operating at construction sites must be registered under
the Buildings Ordinance (Chapter 123 of the Laws of
Hong Kong) for the capability and responsibility of
undertaking new construction work, and in case of
Government works, approved by the WBDB

the Replacement and Rehabilitation of Water Mains
Programme launched by WSD since 2000

an accident in an industrial undertaking resulting in the
death of or serious bodily injury to a person or the
incapacity of a person for a period exceeding 3 days
immediately following the accident that must be
notified by the proprietor of the industrial undertaking
to the Labour Department of Hong Kong in accordance
with section 17 of the Factories and Industrial
Undertakings Regulations (Chapter 59A of the Laws of
Hong Kong)

the list of approved suppliers of materials and
specialist contractors for public works (GBA[AILTFEY)

RHIERE R K 217K 5 4 ) maintained by WBDB

Works Branch of the Development Bureau (¥R T
%) of the Government

the capital of a business which is used in its day-to-day
trading operations, calculated as the current assets

minus the current liabilities

Water Supplies Department of the Government (7K#5#)
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FORWARD-LOOKING STATEMENTS

Our Company has included in this prospectus forward-looking statements that are not
historical facts, but relate to its intentions, beliefs, expectations or predictions for future
events. These forward-looking statements are contained principally in the sections entitled
“Summary”, “Risk Factors”, “Industry Overview”, “Business”, and “Financial Information”,
which are, by their nature, subject to risks and uncertainties.

In some cases, our Company uses the words “aim”, “anticipate”, “believe”, “continue”,
“could”, “expect”, “intend”, “may”, “might’, “ought to”, “plan”, “potential”, “predict”,
“project”, “propose”, “seek”, “should”, “will”’, “would” and other similar expressions or
statements to identify forward-looking statements. These forward-looking statements include,
without limitation, statements relating to:

° our Group’s business strategies and plan of operation;
° our Group’s capital expenditure plans and capital resources;

e the amount and nature of, potential for, future development of our Group’s
business;

° our Group’s operation and business prospects;

° our Group’s dividend policy;

° the regulatory environment of our industry in general;

e the future development in our industry; and

° other statements in this prospectus that are not historical facts.

Our Directors confirm that these forward-looking statements are made after due and
careful consideration.

These forward-looking statements are subject to risks, uncertainties and assumptions,
some of which are beyond our Company’s control. In addition, these forward-looking
statements reflect the current views of our Company with respect to future events and are
not a guarantee of future performance.

Additional factors that could cause actual performance or achievements to differ
materially include, without limitation, those discussed under the section headed “Risk
factors” in this prospectus.

These forward-looking statements are based on current plans and estimates, and speak
only as of the date they are made. Our Company undertakes no obligations to update or
revise any forward-looking statement in light of new information, future events or otherwise.
Forward-looking statements involve inherent risks and uncertainties and are subject to
assumptions, some of which are beyond our Company’s control. Our Company cautions you
that a number of important factors could cause actual outcomes to differ, or to differ
materially, from those expressed in any forward-looking statements.

- 31 -



FORWARD-LOOKING STATEMENTS

Due to these risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way our Company expects,
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 these cautionary statements.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this
prospectus and, in particular, should consider and evaluate the following risks associated
with an investment in our Company before making any investment decision in relation to
our Company. Our business, financial condition and results of operations could be
materially and adversely affected by any of the risks stated below. The trading prices of
our Shares could decline due to any of these risks, and you may lose all or part of your
investment.

RISKS RELATING TO OUR GROUP

Our Group relies heavily on the contracts granted by the Government during the Track
Record Period, and our Group’s business, results of operations and profitability may be
adversely affected if we fail to secure contracts from the Government or there is any
significant reduction of such contracts in the future

During the Track Record Period, the customer base of our Group was highly
concentrated. Revenue generated from Government contracts, including those awarded by
WSD, CEDD, ArchSD and DSD, represented approximately 95.5%, 97.7% and 99.8%,
respectively of our Group’s total revenue for each of the two years ended 31 March 2014
and the six months ended 30 September 2014. Contracts from the Government are normally
awarded to contractors on the Contractor List and the Specialist List by way of public
tender. Approved contractors on the Contractor List and approved specialist contractors on
the Specialist List are subject to a regulatory regime which is put in place to ensure that
standards of financial capability, expertise, management and safety are maintained by those
contractors carrying out the Government’s works. An approved contractor could be
prohibited from tendering for public works of the relevant category during a suspension
period if a serious construction accident occurs at a construction site for which such
contractor is responsible for the safety performance of such contractor is not satisfactory.
There is no assurance that serious accident will not occur at construction sites for which we
are responsible, or that we will not be subject to regulatory actions in the future which may
have an adverse impact on our overall operations or on our eligibility to tender for public
works of the Government. In the event that our Group fails to secure contracts from the
Government or there is significant reduction of contracts from the Government in the future,
our Group’s business, results of operations and profitability may be adversely affected.

Our Group determines the tender price based on the estimated time and costs involved
in a project which may deviate from the actual time and costs involved and give rise to
delays in completion of works or cost overruns

Since contracts for the public and private sectors are normally awarded through
competitive tendering process, our Group needs to estimate the time and costs in order to
determine the tender price before submitting the tender. There is no assurance that the actual
execution time and costs of the project would not exceed our Group’s estimation.

The actual time taken and cost involved in completing contracts undertaken by our
Group may be adversely affected by a number of factors, such as shortage or cost escalation
of materials and labour, adverse weather conditions, additional variations to the work plans
requested by the customers, disputes with the subcontractors, accidents and any other
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RISK FACTORS

unforeseen problems and circumstances. Any of the aforesaid factors may give rise to delays
in completion of works or cost overruns, which in turn may adversely affect our Group’s
financial condition, profitability or liquidity. Two contracts, namely, contracts TK/2008/01
and 26/WSD/06, which had been completed during the Track Record Period, have, as a
result of delays in completion of works, costs overrun and variation orders, resulted in
losses of approximately HK$7.9 million and HK$14.6 million respectively recorded by our
Group prior to the Track Record Period. The total losses before the Track Record Period for
these two contracts recorded by our Group were approximately HK$22.5 million. Please
refer to the paragraphs headed “Net current assets/(liabilities)” on pages 251 and 252 under
the section headed “Financial information” in this prospectus for further details. During the
Track Record Period, no further loss had been recognised due to the aforementioned factors
for contracts TK/2008/01 and 26/WSD/06.

During the six months ended 30 September 2014, as certain works done under
contracts 24/WSD/09 and 6/WSD/11 have not been certified and thus the recoverability of
the relevant payments by the customers is uncertain and have not been recognized as
revenue, our Group recognised losses for contracts 24/WSD/09 and 6/WSD/11 of
approximately HK$2.1 million and HK$15.1 million respectively, amounting, in total, to
approximately HK$17.2 million, in relation to delays in completion of works, costs overrun
and variation orders.

Please refer to the paragraphs headed “Comparison of the year ended 31 March 2014
and 31 March 2013” on pages 232 to 233 and paragraphs headed “Comparison of the six
months ended 30 September 2013 and 30 September 2014” on pages 235 to 236 under the
section headed “Financial Information” in this prospectus for further details.

Delays in the process of obtaining specific licences, permits or approvals from the
Government agencies or authorities in carrying out any particular project could also increase
the cost or delay the progress of a project. Failure to complete works according to our
client’s specifications and quality standards on a timely basis may result in dispute, contract
termination, liabilities and/or lower returns than we anticipated regarding the project
concerned. Such delays or failures to complete may cause our turnover or profitability to be
lower than what we have projected.

Our results of operation may be affected by the completion of the R&R Programme

During the Track Record Period, revenue generated from WSD represented
approximately 50.9%, 52.9% and 36.0%, respectively of our Group’s total revenue for each
of the two years ended 31 March 2014 and the six months ended 30 September 2014. As set
out in the section headed “Industry Overview” in this prospectus, the R&R Programme with
an estimated total cost of HK$23.6 billion will be completed in 2015 and all waterworks
contracts under the R&R Programme have been tendered and awarded by WSD as at the
Latest Practicable Date. In the event that there is no new programme launched by WSD or
there is significant reduction of capital expenditure by WSD on waterworks related projects,
our Group’s results of operations and profitability may be adversely affected.
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RISK FACTORS

There are risks associated with our Group’s proposed increase in site formation and
roads and drainage works as we face more potential competition from competitors
under those categories on the Contractor List and we are subject to the upper limit of
the tendered contract sum for site formation works

In providing road works and drainage services, our Group being a Group C contractor
(confirmed) under the category of “Roads and Drainage” competes primarily with other
Group C contractors under the same category on the Contractor List. According to the
information published by WBDB, there are 41 Group C contractors (confirmed) under the
category of “Roads and Drainage” on the Contractor List while there are 22 Group C
contractors (confirmed) under the category of “Waterworks”. Since there are more Group C
contractors (confirmed) under the category of “Roads and Drainage” than under the category
of “Waterworks”, tendering for road works and drainage contracts may be more competitive
than tendering for waterworks contracts. Therefore, due to the competition, there is no
assurance that our Group will be able to secure new contracts, whether in terms of number
and/or contract value, or at all, as compared to contracts awarded to our Group during the
Track Record Period. In addition, as we are a Group B contractor (confirmed) under the
category of “Site Formation”, the highest tendered sum our Group can offer for each project
in respect of public works under the category of “Site Formation” is HK$185 million. The
upper limit of the tendered sum will limit the size of projects that our Group can tender for.
The competition and the upper limit of the tendered sum may affect our operating results.

We may experience a material adverse change in our financial results for the year
ending 31 March 2015 which is attributable to the Listing expenses

It is estimated that an aggregate amount of approximately HK$18.6 million would be
paid to the Underwriter and various professional parties as Listing expenses, of which
approximately HK$7.9 million are expected to be recognised in our combined statement of
comprehensive income in the year ending 31 March 2015. Whether or not the Listing
eventually occurs, a major portion of the Listing expenses will have been incurred and
recognised as expenses, which will reduce our net profit and therefore negatively affect our
financial performance. In addition, if the Listing were to be postponed due to market
conditions, we would also need to incur additional Listing expenses for our future listing
plan, which would further negatively affect our future net profit. As a result, our business,
financial performance, results of operations and prospect may be materially and adversely
affected.

Our financial performance fluctuated significantly during and prior to the Track
Record Period. The trend of our financial performance during the Track Record Period
may not necessarily reflect our financial performance in the future

Our financial performance fluctuated significantly during and prior to the Track Record
Period. For each of the two years ended 31 March 2014 and the six months ended 30
September 2014, our Group’s revenue amounted to approximately HK$311.9 million,
HK$393.3 million and HK$332.4 million, respectively and our Group’s net profit amounted
to approximately HK$5.7 million, HK$23.6 million and HK$7.4 million, respectively. Such
trend of our financial performance is an indication of our past performance only and does
not have any positive implication or may not necessarily reflect our financial performance in
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RISK FACTORS

the future which will depend to a large extent on our ability to secure new contracts and to
control our costs and expenditures. There is no assurance that our Group could achieve the
same or higher level of financial performance as we did during the Track Record Period in
the future.

Our Group recorded net current liabilities and net liabilities as at 31 March 2013

As at 31 March 2013, we had net current liabilities and net liabilities amounted to
approximately HK$26.2 million and approximately HK$12.4 million respectively which were
mainly attributable to (i) the recognition of expected losses arising from three contracts TK/
2008/01, 26/WSD/06 and 6/WSD/06 as amounts due to customers under current liabilities;
and (ii) the increase in borrowings and the increase in bank overdrafts of approximately
HK$7.9 million and approximately HK$12.8 million respectively for the year ended 31
March 2013 which corresponded to our increase in bank borrowings as a means to finance
our construction projects.

We cannot assure you that we will not record net current liabilities and net liabilities in
the future. In the event that there is a continuous substantial increase in the price of
construction materials or significant disagreements in relation to variation works between
our customers and us or significant deletion in amount of works by our customers or we fail
to raise sufficient funds to refinance our short-term bank borrowings or finance our capital
commitments, our Group’s business, results of operations, profitability and liquidity could be
adversely affected.

Our Group’s business operation is subject to licences maintained by Kwan On under
various work categories and any delay or failure in renewing such licences could
significantly hinder our business and affect our future financial results

A contractor has to be included in the Contractor List or the Specialist List under one
or more of the work categories maintained by WBDB in order to be eligible to tender for
projects in the public sector in Hong Kong. The Government reserves the right to remove
any contractor from the Contractor List or the Specialist List or take other regulatory actions
against a contractor such as withdrawal, suspension, revocation, downgrading or demotion to
a lower level group, in respect of all or any of the work categories, if the contractor’s
performance or tendering record is found to be unsatisfactory or the contractor is unable to
meet the relevant financial, technical and management criteria for retention on the lists.

Kwan On holds all principal licences as an approved contractor under various work
categories in order to be eligible to tender for contracts from the Government. The
qualification of Kwan On for retention of its licences is considered and reviewed by WBDB
as a whole. If Kwan On failed in such review, all licences held by it (i.e. the listing status
of Kwan On on the Contractor List), would be revoked. In the event that any of Kwan On
licences in any of the work categories is withdrawn, suspended, revoked, downgraded or
demoted to a lower level group, the prospects and operation of our Group could be
adversely affected.
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We may not be able to implement our business objectives in full if Kwan On could not
fulfill minimum employed capital and working capital requirements imposed by WBDB
for respective categories

Kwan On is required to fulfill the minimum employed capital and working capital
requirements imposed by WBDB for retention on the Contractor List for respective
categories. In particular, the minimum employed capital for retention on the Contractor List
for Group C (confirmed) under the categories of “Waterworks” and “Roads and drainage”,
shall be HK$18,800,000 plus HKS$2,000,000 for every HK$100 million of annualised
outstanding works or part thereof above HK$950 million. The minimum working capital
shall be HK$18,800,000 or 8% on the first HK$950 million of annualised outstanding works
and 10% on remainder, whichever is higher. As such, the current levels of employed capital
and working capital of Kwan On from time to time may impose limitations on the number
and size of the contracts which we can tender for and undertake as a main contractor.

We may be liable to pay liquidated damages if we fail to meet the completion schedule
requirements of our contracts

Substantially all of our Group’s contracts are subject to specific completion schedule
requirements and we will be liable to pay liquidated damages if our Group does not meet
the time schedules. Liquidated damages are typically levied at a rate provided in the relevant
contract on a daily basis. Any failure to meet the time schedule requirements of the
contracts may result in our Group being liable to pay significant liquidated damages, which
would adversely affect our liquidity and cash flows and have a material adverse effect on
our business, financial condition, results of operations, reputation and prospect.

Our results of operation depend significantly on our success rate on project tendering
and our project management liability

For each of the two years ended 31 March 2014 and since 1 April 2014 up to the
Latest Practicable Date, our Group submitted 20, 34 and 29 tenders respectively and was
awarded 2, 8 and 2 contracts respectively. The success rate on project tendering was
approximately 10.0%, 23.5% and 6.9% for the respective year/period. There is no assurance
that our Group could achieve the same or higher success rate in the future as we did in the
past. In the event that our Group fails to secure new contracts or there is a significant
reduction of contracts for bidding in the future, our business, results of operations and
profitability may be adversely affected.

We recorded net current liabilities and net liabilities as at 31 March 2013 which were
mainly attributable to the recognition of expected losses arising from three projects TK/
2008/01, 26/WSD/06 and 6/WSD/06. Our projects may record losses in the event that we
fail to manage them properly and our results of operations may be adversely affected
accordingly.
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Our Group relies on certain principal subcontractors to implement the contracts. There
is no assurance that these principal subcontractors will be able to continue providing
services to us at fees acceptable to us or our relationship with them could be
maintained in the future

For each of the two years ended 31 March 2014 and the six months ended 30
September 2014, our Group’s subcontracting costs amounted to approximately HK$187.6
million, HK$221.8 million and HK$231.8 million, respectively, representing approximately
66.5%, 64.9% and 74.0% of the total cost of services respectively. During the same period,
the subcontracting costs paid to our Group’s largest subcontractor accounted for
approximately 18.5%, 14.1% and 28.2% of our Group’s total subcontracting costs
respectively and the subcontracting costs paid to our Group’s five largest subcontractors
accounted for approximately 54.2%, 48.2% and 63.6% of our Group’s total subcontracting
costs respectively. There is no assurance that these principal subcontractors will be able to
continue providing services to our Group at fees acceptable to us or our relationship with
them could be maintained in the future. In the event that any of our principal subcontractors
is unable to provide the required services to our Group or their costs for providing the
required services increase substantially, our Group’s business, results of operations,
profitability and liquidity may be adversely affected.

There may exist potential risks of contractual non-performance, bankruptcy or
liquidation of the subcontractors and/or possible bankruptcy or liquidation of our
business partners under the joint operations in respect of the contracts 9/WSD/13 and/
or 4/WSD/11

According to the terms agreed of the contract with the Government in respect of the
contracts 9/WSD/13 and 4/WSD/11, Kwan On and its business partners are jointly and
severally liable to the Government for the due observance and punctual performance of the
respective obligations of our Group’s joint operations, namely Kwan On — U-Tech 2 and
Kwan On — China Geo. Should the subcontractors who are appointed by the relevant joint
operation to undertake the works under the relevant contract be in default of their
subcontracting obligations towards the relevant joint operation due to bankruptcy, liquidation
or any other reason which lead to losses, damages, costs and expenses suffered by the
Government, Kwan On and its business partners shall indemnify the Government against
such losses, damages, costs and expenses arising out of any act, default or omission on the
part of the relevant joint operation in the performance of the relevant contract. In addition, a
partnership is dissolved as regards all the partners by the death or bankruptcy of any partner
subject to any agreement between the partners under section 35(1) of the Partnership
Ordinance (Chapter 38 of the Laws of Hong Kong). Accordingly, in the event that the
business partner of the relevant joint operation becomes bankrupt or liquidated, the relevant
joint operation will be dissolved and Kwan On, being the sole surviving partner, shall
continue to perform its obligations under the relevant contract on its own account. As such,
any contractual non-performance, bankruptcy or liquidation of the subcontractors and/or
possible bankruptcy or liquidation of our business partners under the joint operation in
respect of the contracts 9/WSD/13 and/or 4/WSD/11 may adversely affect our business,
results of operation and profitability.
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Some of our subcontractors had not entered into written subcontracting agreements
with us during the Track Record Period and the interests of our Group may not be well
protected if any conflict or dispute arises

During the Track Record Period, certain subcontractors had not entered into any
general subcontracting agreements with us. Instead, these subcontractors simply submitted
quotation for our consideration. Works were being carried out at the same time as details of
the quotation were finalised. Although verbal contracts shall be as equally valid and binding
as written contracts, the interests of our Group may not be well protected if any conflict or
dispute arises out of the verbal contracts. It would be difficult for us to prove the existence
and/or the contents of the verbal terms in court since such terms had not been recorded in
writing. Subcontracting charges paid to subcontractors who had not entered into
subcontracting agreements for each of the two years ended 31 March 2014 and the six
months ended 30 September 2014 amounted to approximately HK$149.4 million, HK$120.2
million and HK$73.8 million respectively, representing approximately 79.7%, 54.2% and
31.8% of the total subcontracting charges incurred respectively.

Our Group’s business is project based. Our projects are normally awarded through
competitive tendering process and therefore there is no commitment from our clients.
The profit margin of the project depends on the terms of the contract and may not be
regular and consistent

Our projects are normally awarded through competitive tendering process and therefore
there is no commitment from our clients. In the event that we fail to secure new contracts or
there is significant reduction of contracts from our clients going forward, our business and
results of operations may be adversely affected. Furthermore, the profit margin of each
project significantly depends on various factors, such as the terms of the contracts, the
length of the contractual period, the efficiency of implementation of the contractual works
and the general market conditions which are beyond our Group’s control. As a result, the
income flow and the profit margin of each project which depend on the terms of the work
contracts may not be entirely regular and consistent and there is no assurance that the
profitability of a project can be maintained or estimated at any level. If the profit margin of
projects significantly deviates from the estimation of our Directors, our Group’s financial
position could be adversely affected.

Our Group’s business is labour-intensive and subject to due compliance with the
Minimum Wage Ordinance and annual salary review of construction workers by Hong
Kong Construction Industry Employees General Union (“HKCIEGU”)

All of waterworks engineering services, road works and drainage services, LPM
Services, building works and site formation works are labour-intensive in nature. As at 31
March 2013, 31 March 2014, 30 September 2014 and the Latest Practicable Date, the total
number of employees of our Group, comprising staff employed on a full-time basis and
casual workers, was 331, 448, 595 and 635 respectively. For each of the two years ended 31
March 2014 and the six months ended 30 September 2014, the direct labour costs of our
Group amounted to approximately HK$55.4 million, HK$57.6 million and HK$35.6 million,
respectively. Successful implementation of contract works depends significantly on the
availability of workers and their experiences and skills. During the Track Record Period, our

— 39 —



RISK FACTORS

Group and our subcontractors had not encountered any material difficulties in recruiting
labour to work on our Group’s projects. However, there is no assurance that the supply of
skilled labour and average labour costs will remain stable. In the event that our Group or
our subcontractors fail to retain the existing labour and/or recruit sufficient skilled labour in
a timely manner to cope with the demand of our Group’s existing or future projects and/or
there is a significant increase in the labour costs, our Group may not be able to complete the
projects on schedule and within budget and our Group’s operations and profitability may be
adversely affected.

The Minimum Wage Ordinance came into effect on 1 May 2011 and the current
statutory wage level is fixed at HK$30 per hour. As confirmed by our Directors, the
prevailing market rates for workers in the construction industry are well above the current
minimum statutory wage level. According to the 2013 Report on Annual Earnings and Hours
Survey by CSD, the median hourly rate of employees in the construction industry for May
to June 2013 is HK$72.5. In the event that there is a substantial increase in the minimum
statutory wage level or the payroll of construction workers according to the annual salary
review by HKCIEGU, our Group may have to incur substantial extra labour costs. If our
Group fails to transfer the increased cost burden to our customers, the profitability of our
Group could be adversely affected.

Our Group’s business could be affected by the fluctuation in the price of construction
materials

During the Track Record Period, the principal construction materials used by our Group
and our subcontractors include pipes, fittings, steel bars, concrete and asphalt, which are
sourced from a number of suppliers. Fluctuations in price of major materials used by our
Group are set out in the paragraph headed “Historical trend of construction costs in Hong
Kong” under the section headed “Industry Overview” in this prospectus. For each of the two
years ended 31 March 2014 and the six months ended 30 September 2014, the total
purchases of our Group amounted to approximately, HK$26.5 million, HK$24.1 million and
HK$21.3 million, respectively. Although most of our contracts provide for a contract price
fluctuation clause (both upward and downward adjustments) with reference to certain price
indices listed in the “Index Numbers of the Costs of Labour and Materials used in Public
Sector Construction Projects” compiled by CSD and those items included in the “Schedule
of Proportions”, there is no assurance that any additional cost incurred by our Group due to
the fluctuation in price of construction materials could be completely offset by such contract
price adjustment mechanism. In the event that such price adjustment mechanism or other
mitigating measure adopted by our Group fails to absorb all or a substantial portion of any
increase in the price of construction materials in the future, our Group’s business, results of
operations, profitability and liquidity could be adversely affected.

Our Group’s success significantly depends on our Directors and senior management
and our ability to attract and retain additional technical and management staff

Our Group’s success and growth depends on our ability to identify, hire, train and
retain suitable, skilled and qualified employees, including management personnel with the
requisite industry expertise. Our executive Directors are particularly important to us. Each of
Mr. Tony Wong, Mr. Kwong and Mr. Chung has over 20 years of experience in the civil
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engineering industry of Hong Kong. Further information about their experiences is set out in
the section headed “Directors, Senior Management and Staff” in this prospectus. If any of
our executive Directors or member of our senior management cease to be involved in the
management of our Group in the future and our Group is unable to find suitable
replacements in a timely manner, there could be an adverse impact on the business, results
of operations and profitability of our Group.

We may be subject to Section §2A penalty and/or additional tax liabilities in relation to
the financial difference between our previous revenue recognition policy and the
revenue recognition based on the stage of completion method under HKAS11

Our Group may be subject to a potential penalty of up to HK$2,581,731 by virtue of
Section 82A of the IRO (“the Section 82A penalty”) which is derived by arithmetically
trebling the amount of the tax undercharged due to the understatement of profits in filing the
profits tax return for the year of assessment 2011/12 by Kwan On — U-Tech 1 in relation to
the financial difference between our previous revenue recognition policy and the revenue
recognition based on the stage of completion method under HKAS 11. As at the Latest
Practicable Date, our Group has not made any provision for such potential Section 82A
penalty given that such potential tax penalty may or may not be incurred and such amount
could not be ascertained unless we receive relevant notice from the IRD. In addition, the
IRD has issued an assessment to Kwan On for the year of assessment 2012/13 on 29
November 2013 in accordance with the profits tax return filed under the IRD’s assessing
programme of “Assess First Audit Later”. In the assessment, the assessable profits for the
year of assessment 2012/13 are reduced by the reduction of assessable profits of
approximately HK$3,599,641 for year of assessment 2010/11 and HK$528,352 for the year
of assessment 2011/12. Under the programme of “Assess First Audit Later”, assessments will
be issued based on the information reported in profits tax returns first and assessments may
be selected for tax examination later. Should Kwan On fail to claim the reduction of
assessable profits for the years of assessment 2010/11 and 2011/12, it will incur additional
tax liabilities of approximately HK$681,118 for the year of assessment 2012/13. As at the
Latest Practicable Date, we had not received any response from the IRD in examining the
claim. In the event that the IRD imposes the abovementioned Section 82A penalty on Kwan
On — U-Tech 1 and/or additional tax liabilities under the programme of “Assess First Audit
Later”, our Group’s results of operations and profitability could be adversely affected.

Our Group may not be able to lease appropriate equipment or machinery for particular
projects which may result in failure to meet schedule requirements

Our works require the use of various equipment or machineries. In the event that
machinery or equipment other than those possessed by our Group is required for undertaking
the projects, we may acquire such machinery or equipment or lease the same from local
suppliers who are Independent Third Parties. If we could not lease the appropriate
equipment or machinery to fulfill the particular requirements of any projects, we may not be
able to meet the schedule requirements of such contract, which may adversely affect our
business, financial condition and results of operations.
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Failure to maintain safe construction sites and/or implement safety management
measures may lead to occurrence of personal injuries or fatal accidents

Our Group has established a safety management system and implemented various risk
control measures to provide a safe and healthy working environment to our staff and
workers of our subcontractors. In addition, we have closely monitored and supervised our
subcontractors in implementing all our safety management measures and procedures during
executions of our works. However, there is no assurance that all the relevant procedures,
rules, laws or regulations are constantly observed and implemented by our workers and
subcontractors. In the event that we fail to maintain safe construction sites and/or implement
safety management measures resulting in the occurrence of serious personal injuries or fatal
accidents, the reputation of our Group may be adversely affected and may result in the
suspension or non-renewal of our relevant licences.

We are exposed to construction litigation or dispute

We may receive claims in respect of various matters from our -customers,
subcontractors, workers, the Government and other parties concerning our projects from time
to time. Such claims include claims for compensation for late completion of works and
delivery of substandard works, and claims in respect of personal injuries and labour
compensation in relation to the works. During the Track Record Period and up to the Latest
Practicable Date, we had not encountered any litigation or dispute with our customers.
However, as at the Latest Practicable Date, we were engaged in a criminal prosecution case
and eight civil litigation cases which are or may be of material importance to be threatened
against our Group that would have a material adverse effect on its business, results of
operations or financial condition. Please refer to the subsections headed “Safety Policy” and
“Legal proceedings” under the section headed “Business” in this prospectus for further
details and the maximum potential liabilities arising from those litigation cases. Should any
claims against us fall outside the scope and/or limit of our insurance coverage, our financial
position may be adversely affected.

We may be exposed to certain types of liabilities that are not insured

Save for liabilities arising from personal injuries claims for incidents occurred at our
sites (excluding injuries of the employees of our subcontractors) which are normally covered
by employees’ compensation insurance and CAR/TPL Insurance, certain types of liabilities
(such as liabilities from acts of God or other natural disasters) are not insured because they
are either uninsurable or the cost is not justifiable to insure against such risks. In the event
that an uninsured liability arises in the future, we may suffer losses which may adversely
affect our financial position.

The employees’ compensation insurance maintained by us has been extended to cover
our subcontractors’ employees, which will result in the increase in insurance premium
to be paid by us

During the Track Record Period and up to the Latest Practicable Date, the coverage of

the current employees’ compensation insurance maintained by us for our projects in progress
had been extended to cover the employees of our subcontractors. Please refer to the
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subsection headed “Insurance” under the section headed “Business” in this prospectus for
further details and our liability as principal contractor under the Employees’ Compensation
Ordinance. We will continue to maintain employees’ compensation insurance covering our
subcontractors’ employees going forward. As such, there will be an increase in insurance
premium to be paid by us, which may have adverse impact on our results of operation.

Our labour 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 specialized labour of its own and cannot be easily replaced by labour of another
trade. As such, industrial action of any trade will disrupt our work progress. Although there
was no industrial action 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 will incur additional labour 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 contract. In either case, these industrial
actions or strikes may have adverse impact on our profitability and results of operations.

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

Most of our Group’s projects are undertaken outdoor and therefore, the operations of
our Group may be interrupted or otherwise affected by adverse weather conditions such as
rainstorms, tropical cyclones and continuous rain which may cause difficulties to our Group
in completing our projects on schedule. In addition, we are subject to other construction
risks such as fire and suspension of water and electricity supplies which may not only affect
our work progress but also pose threats to our properties kept at the construction sites.

We need to seek alternative premises for our site office in North Point as our present
use of such leased premises is not in strict compliance with the user provision
stipulated in the occupation permit/Government Lease and relevant relocation expenses
and rental payment will be incurred by us

Our Group’s present use of our site office in North Point as site office is not in strict
compliance with the user provision stipulated in the occupation permit issued by the BD as
well as the Government Lease granted by the Government to which such property is held
subject. The Lands Department of the Government acting on behalf of the Government has
the right to re-enter the leased property in the event of any default of the terms and
conditions of the aforesaid Government Lease. The Building Authority may also by order in
writing (the “Order”) serve on the landlord and our Group as occupier to require him to
discontinue the present use of the leased property within one month from the service of such
Order should the Building Authority consider the leased property unsuitable by reason of its
construction for its present use. As advised by the Hong Kong Legal Advisers, our Group as
tenant or our Directors shall be held liable on conviction to a maximum fine of HK$50,000
(and a further fine of HK$5,000 for each day of continuous failure to comply with the
Order) and to imprisonment of one year should we fail to comply with the Order within one
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month from the service of the same without reasonable excuse. Therefore, our Group will
seek alternative premises for site office upon the expiry of the tenancy agreement. Our
Group will incur relocation expenses and rental payment for the alternative premises. As a
result, our Group’s operation and financial results may be adversely affected.

RISKS RELATING TO THE INDUSTRY IN WHICH OUR GROUP OPERATES

Our Group’s business could be materially and adversely affected by the Government’s
level of spending on civil engineering projects

During the Track Record Period, a majority of our Group’s revenue was generated from
providing civil engineering services to the Government. Some civil engineering projects are
non-recurring in nature, and the level of the Government’s spending budget changes from
year to year. Accordingly, any reduction or significant delay in the level of spending on
infrastructural and civil engineering works by the Government may affect the business and
operating results of our Group. In the event that the Government reduces its level of
spending on civil engineering works and our Group fails to diversify into and secure
business from the private sector, the business and profitability of our Group could be
adversely affected.

Works contracts with the Government are subject to termination for convenience by
the Government

It is a standard special condition contained in the work contracts between the
Government and a contractor that the Government is entitled to terminate a work contract at
any time by notice in writing to the contractor without cause (“right to terminate for
convenience”) and such termination shall take effect on a date specified in the notice but
without prejudice to the claims of either party in respect of any antecedent breach thereof.
According to the guidance of a technical circular issued by ETWB dated 21 July 2004, it is
a policy of the Government that the right to terminate for convenience shall only be
exercised in very exceptional and justified circumstances. However, there is no assurance
that the Government will not exercise such right to terminate for convenience in the future.
In the event that the Government exercises such right to terminate for convenience a works
contract which affects our Group, our Group’s work plan and financial position may be
adversely affected.

We operate in a competitive industry

We compete directly with construction companies actively operating in Hong Kong that
have been approved by the WBDB as Group C contractors under the “Waterworks” and
“Roads and drainage” categories and the contractors on the Specialist List under the
“Landslip Preventive/Remedial Works to Slopes/Retaining Walls” category. We may also
compete with those companies approved by the WBDB as Group A contractors under the
“Buildings” category and Group B contractors for “Site formation” category. In Hong Kong,
any new participants may enter the industry if they have the appropriate skills, local
experience, necessary machinery and equipment, capital and are granted the requisite
licences by the relevant regulatory bodies. Increased competition may result in an adverse
impact on our profitability and operating results.
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Our operations are subject to due compliance with a number of environmental
protection laws, regulations and requirements

As a contractor engaging in the provision of civil engineering services, our Group is
required to comply with a number of environmental protection laws, regulations and
requirements in Hong Kong including but not limited to the Air Pollution Control Ordinance
(Chapter 311 of the Laws of Hong Kong), the Noise Control Ordinance (Chapter 400 of the
Laws of Hong Kong), the Water Pollution Control Ordinance (Chapter 358 of the Laws of
Hong Kong), the Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong) and
the Environmental Impact Assessment Ordinance (Chapter 499 of the Laws of Hong Kong).
In the event that our operations fail to meet the applicable environmental protection laws,
regulations and requirements, we may be subject to fines or required to make remedial
measures which may in turn have an adverse effect on the operations and financial
conditions of our Group. In addition, there is no assurance that the environmental protection
laws, regulations and requirements will not be changed in the future. Should there be any
change to the environmental protection laws, regulations and regulations applicable to our
Group, we may incur additional costs in complying with the new law(s), regulation(s) and
requirement(s), which in turn may adversely affect the profitability of our Group.

RISKS RELATING TO THE PLACING

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

Prior to the Placing, there was no public market for the Shares. The Placing Price for
the Placing Shares was the result of negotiations among our Company and the Underwriter
and may differ significantly from the market price of our Shares following the completion of
the Placing. The listing of, and the permission to deal in, the Shares on the Stock Exchange
does not guarantee the development of an active public market or the sustainability thereof
following the completion of the Placing. Factors such as our revenues, earnings and cash
flows could cause the market price of the Shares to change substantially. In addition, both
the market price and liquidity of the Shares could be adversely affected by factors outside
our Group’s control that are unrelated to the performance of our Group’s business, especially
if the financial markets in Hong Kong experience a significant price and volume fluctuation.
In such cases, investors may not be able to sell their Shares at or above the Placing Price.

Investors may experience dilution if our Company issues new equity or equity-linked
securities in the future

Our Group may need to raise additional funds in the future to finance expansion of
new developments relating to our existing operations or new acquisitions. If additional funds
are raised through the issuance of new equity or equity-linked securities of our Group other
than on a pro-rata basis to our existing Shareholders, the percentage ownership of such
Shareholders in our Group may be reduced or such new securities may confer rights and
privileges that take priority over those conferred by the Placing Shares.
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Any sales by our Controlling Shareholders of a substantial number of our Shares in the
public market could materially and adversely affect the market price of our Shares

Upon completion of the Placing, our Controlling Shareholders will in aggregate become
interested in 720,000,000 Shares, representing 75% of the enlarged issued share capital of
our Company. There is no assurance that our Controlling Shareholders will not dispose of
their Shares following the expiration of their respective lock-up periods after completion of
the Placing. We cannot predict the effect, if any, of any future sales of Shares by any
Controlling Shareholders, or the availability of Shares for sale by any Controlling
Shareholders may have on the market price of our Shares. Sales of substantial amounts of
Shares by any Controlling Shareholders or the market perception that such sales may occur,
could materially and adversely affect the prevailing market price of our Shares.

There is no guarantee that dividends will be declared in the future

Subject to the Companies Law, our Company may declare dividends in any currency,
but no dividend shall be declared in excess of the amount recommended by our Board. The
declaration, payment and amount of any future dividends are subject to the discretion of our
Board depending on, among other things, our Group’s earnings, financial condition and cash
requirements and the provisions governing the declaration and distribution as contained in
the Articles, applicable laws and other relevant factors. In view of that our Group recorded
accumulated losses of HK$20.2 million as at 30 September 2014, there can be no assurance
that we will be able to declare or distribute any dividend or at all in the future. The
dividend policy is subject to review by our Directors at any time and our Company may
determine not to pay any dividends as a result of such review.

Any options granted under the Share Option Scheme may affect our Group’s results of
operations and dilute our Shareholders’ equity interests

Our Company has conditionally adopted the Share Option Scheme although no options
have been granted thereunder as at the Latest Practicable Date. Any exercise of the options
to be granted under the Share Option Scheme in the future and issue of Shares thereunder
would result in the reduction in the percentage ownership of the Shares and may result in a
dilution in the earnings per Share and net assets value per Share, as a result of the increase
in the number of Shares outstanding after such issue.

Under HKFRS, the costs of the options to be granted to employees under the Share
Option Scheme will be charged to our Group’s combined statement of comprehensive
income as share-based compensation over the vesting period by reference to the fair value at
the date on which the options under the Share Option Scheme are granted. As a result, our
Group’s results of operations may be adversely affected.
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RISK RELATING TO THE STATEMENT IN THIS PROSPECTUS

Certain facts and statistics in this prospectus are derived from various sources which
may not be reliable

Certain facts, forecasts and statistics in this prospectus including those relating to the
Hong Kong construction industry have been derived from various industry-related sources
prepared by government officials or Independent Third Parties. Our Group believes that the
sources of such facts and statistics are appropriate sources for such facts, forecasts and
statistics and have taken reasonable care in extracting and reproducing such facts and
statistics in this prospectus. Neither our Group, our Directors, the Sponsor nor any of the
parties involved in the Placing have independently verified, or make any representation as
to, the accuracy of such information and statistics, as such these statistics and data should
not be unduly relied upon. In all cases, investors should give consideration as to how much
weight or importance they should attach to, or place on, such facts or statistics as they are
so stated in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

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 Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the 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 with regard to 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 herein or this prospectus misleading.

INFORMATION ON THE PLACING

The Placing Shares are offered solely on the basis of the information contained and the
representations made in this prospectus. So far as the Placing is concerned, no person is
authorised to give any information or to make any representation not contained in this
prospectus, and any information or representation not contained herein must not replied upon
as having been authorised by us, the Sponsor, the Underwriter, any of their respective
directors (where applicable) or any other parties involved in the Placing.

PLACING SHARES ARE FULLY UNDERWRITTEN

This prospectus is published in connection with the Placing for which Messis Capital is
the Sponsor. The Placing is managed by the Lead Manager. The Placing Shares are fully
underwritten by the Underwriter pursuant to the Underwriting Agreement. For further
information about the Underwriter and the placing and underwriting arrangements, please
refer to the section headed “Underwriting” in this prospectus.

RESTRICTIONS ON ACQUISITION OF PLACING SHARES

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

No action has been taken in any jurisdiction other than Hong Kong to permit the
offering of the Placing Shares or the distribution of this prospectus. This prospectus is not
an offer or invitation in any jurisdiction in which it is not authorised, and is not an offer or
invitation to any person to whom it is unlawful to make an unauthorised offer or invitation.

Pursuant to the Placing, the Underwriter will conditionally place the Placing Shares on
behalf of our Company and the Vendors with investors.
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INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

APPLICATION FOR LISTING ON GEM

Our Company has applied to the Listing Division for the listing of, and permission to
deal in, our Shares in issue and which are to be issued or may be issued pursuant to the
Placing, the Capitalisation Issue and as otherwise described herein on GEM.

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

A total of 240,000,000 Shares, comprising 120,000,000 Sale Shares and 120,000,000
New Shares, representing 25% of the enlarged issued share capital of our Company
immediately following completion of the Placing and the Capitalisation Issue (without taking
into account of any Shares that may be allotted and issued pursuant to the exercise of any
options which may be granted under the Share Option Scheme) will be made available under
the Placing.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, if 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
Placing 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, then any
allotment made on an application in pursuance of this prospectus shall, whenever made, be
void.

Pursuant to Rule 11.23(7) of the GEM Listing Rules, at the time of Listing and at all
times thereafter, our Company must maintain the minimum prescribed percentage of at least
25% of the issued share capital of our Company in the hands of the public.

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.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential applicants for the Placing Shares are recommended to consult their
professional advisers if they are in doubt as to the taxation implications of the subscription
for, holding, purchase, disposal of or dealing in the Shares or exercising their rights
thereunder. It is emphasised that none of our Company, our Directors, the Vendors, the
Sponsor, the Underwriter, their respective directors or any other person involved in the
Placing accepts responsibility for any tax effects on, or liabilities of, holders of Shares
resulting from the subscription for, holding, purchase, disposal of or dealing in the Shares or
the exercise of their rights thereunder.

REGISTRATION AND STAMP DUTY
All the Placing Shares will be registered on the branch register of members of our

Company in Hong Kong. Dealings in the Shares registered on our Company’s branch
register of members maintained in Hong Kong will be subject to Hong Kong stamp duty.
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INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

STRUCTURE AND CONDITIONS OF THE PLACING

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

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, under contingent situation, any other date as may be
determined by HKSCC. Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second business day after any trading
day.

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

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

COMMENCEMENT OF DEALING IN THE SHARES

Dealings in the Shares on GEM are expected to commence on or about Friday, 27
March 2015. Shares will be traded in board lot of 10,000 Shares each.
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DIRECTORS AND PARTIES INVOLVED IN THE PLACING

DIRECTORS
Name
Executive Directors

Wong Yee Tung, Tony (‘%)

Kwong Wing Kie (k%)

it
i

Chung Chi Ngong (#Hi5 &

Address

Block F, 2/F, Scenic Villas
2-8 Scenic Villa Drive
Pokfulam

Hong Kong

2 Shuen Wan Chim Uk
Tai Po

New Territories

Hong Kong

Flat E, 27/F, Block 3
Verbena Heights

8 Mau Tai Road
Tseung Kwan O
New Territories
Hong Kong

Independent non-executive Directors

Ho Ho Ming (fif&¥#)

Lam Sing Kwong, Simon

(FREIOE)

Chan Chung Kik, Lewis
(B ffak )

Further information is
Management” in this prospectus.

disclosed in the

Flat E, 40/F

Canary Side

8 Shung Shun Street
Yau Tong

Kowloon

Hong Kong

Flat 5A, Block 2
Pine Court

23 Sha Wan Drive
Pok Fu Lam
Hong Kong

Room 2907
Kam Wai House
Kam Fung Court
Ma On Shan
New Territories
Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE PLACING

PARTIES INVOLVED IN THE PLACING

Sponsor Messis Capital Limited
Room 1606
16/F, Tower 2
Admiralty Centre
18 Harcourt Road
Hong Kong

Bookrunner, Lead Manager and CNI Securities Group Limited
Underwriter 10/F, Sun’s Group Centre
200 Gloucester Road, Wan Chai
Hong Kong

Legal advisers to our Company As to Hong Kong Law
Michael Li & Co.
19/F, Prosperity Tower
39 Queen’s Road Central
Hong Kong

As to Cayman Islands Law

Conyers Dill & Pearman (Cayman) Limited
Cricket Square

Hutchins Drive

Grand Cayman KYI1-1111

Cayman Islands

Legal advisers to the Sponsor Vincent T.K. Cheung, Yap & Co.
and the Underwriter 11/F,
Central Building
1-3 Pedder Street
Central
Hong Kong

Reporting accountant BDO Limited
25/F,
Wing On Centre
111 Connaught Road Central
Hong Kong
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CORPORATE INFORMATION

Registered office PO Box 2681, Grand Cayman, KY1-1111
Cricket Square, Hutchins Drive
Cayman Islands

Head office and principal place 5/F, So Hong Commercial Building

of business in Hong Kong 41, 43, 45 & 47 Jervois Street
Hong Kong
Company’s website http://www.kwanonconstruction.com

(Note: contents contained in this website do not form
part of this prospectus)

Company secretary Ng Sai Cheong, CPA, ACIS, ACS
Flat 7, 8/F, Block 2
Heng Fa Chuen
Chai Wan
Hong Kong

Authorised representatives Wong Yee Tung, Tony
Block F, 2/F, Scenic Villas
2-8 Scenic Villa Drive
Pokfulam
Hong Kong

Ng Sai Cheong
Flat 7, 8/F, Block 2
Heng Fa Chuen
Chai Wan

Hong Kong

Compliance officer Kwong Wing Kie

Audit committee Chan Chung Kik, Lewis (Chairman)
Lam Sing Kwong, Simon
Ho Ho Ming

Remuneration committee Lam Sing Kwong, Simon (Chairman)
Chan Chung Kik, Lewis
Wong Yee Tung, Tony

Nomination committee Ho Ho Ming (Chairman)
Lam Sing Kwong, Simon
Kwong Wing Kie

Principal Share Registrar and Codan Trust Company (Cayman) Limited
Transfer Office Cricket Square, Hutchins Drive
Grand Cayman KYI-1111
Cayman Islands
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CORPORATE INFORMATION

Hong Kong Branch Share
Registrar and Transfer Office

Principal Banks

Compliance Adviser

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Hang Seng Bank Limited
83 Des Voeux Road Central
Hong Kong

DBS Bank (Hong Kong) Limited
16th Floor, The Center

99 Queen’s Road Central
Central, Hong Kong

Messis Capital Limited
Room 1606, 16/F
Tower 2

Admiralty Centre

18 Harcourt Road
Hong Kong
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INDUSTRY OVERVIEW

The information presented in this section has been derived from various official
Government sources. None of the information and statistics from the above sources is
commissioned by our Group nor the Sponsor. Our Directors believe that the sources of
this information are appropriate sources for such information and have taken reasonable
care in extracting and reproducing such information. Our Directors have no reason to
believe that such information is false or misleading in any material respects or that any
fact has been omitted that would render such information false or misleading in any
material respects. The information has not been independently verified by our Company,
the Vendors, the Sponsor, the Underwriter, their respective advisers or affiliates or any
other party involved in the Placing and no representation is given as to its accuracy, and
accordingly, the information contained herein may not be consistent with information
from other sources and should not be unduly relied upon.

SOURCES AND RELIABILITY OF INFORMATION

Certain information provided in this section is derived from various official or publicly
available sources including the following:

WSD is a government sector of the Government, which is responsible for sourcing and
maintaining the city’s supplies of fresh and salt water.

The Government Budgets are official publications issued by the Government each
year.

DSD is a government sector of the Government, which is responsible for providing
world-class wastewater and stormwater drainage services enabling the sustainable
development of Hong Kong.

CEDD is a government sector of the Government and a leading organisation
engineering the development of Hong Kong.

CSD is a government sector of the Government, which aims to provide statistics
covering various social and economic aspects of Hong Kong.

WBDB is a government sector of the Government, which is responsible for planning,
management and implementation of public sector infrastructure development.

The information presented in this prospectus from the above official authorities is
freely accessible by the public. We are of the view that sources of information used in this
section, which are derived from above official authorities of the Government, are reliable
and not misleading.
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MARKET OVERVIEW
Water works improvement in Hong Kong

The fresh water and sea water supplies of Hong Kong are provided through a network
of approximately 8,307 km of water mains. Most of these water mains are underground and
were laid more than 30 years. These water mains are progressively approaching the end of
their service life and have become increasingly difficult and costly to maintain. Ageing
water mains are prone to bursts and leaks, resulting in water loss, disrupting water supply
and causing inconvenience to the public.

In order to reduce supply interruptions arising from the leakages at and bursts of aged
water mains, WSD has launched the Replacement and Rehabilitation of Water Mains
Programme (“R&R Programme”) since 2000 to replace and rehabilitate approximately
3,000 km of aged water mains within 15 years in four stages. The Government estimated the
total cost for the replacement and rehabilitation of the aged water mains under the R&R
Programme would be approximately HK$23.6 billion.

The chart below illustrates the progress of works in respect of different stages under
the R&R Programme as at 31 December 2014:

Percentage of completion of works under the R&R Programme
at different stages as at December 2014

- T T
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60%
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40%
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0%

9%

All stages Stage 1 Stage 1 Stage 2 Stage3  Stage4  Stage 4
Phase 1  Phase 2 Phase 1  Phase 2

11 Completed Uncompleted
Source: Website of WSD (www.wsd.gov.hk)

The Government will commission a review to appraise the condition of the remaining
water mains which are not subject to the current R&R Programme. Subject to the review
findings, the Government expects that the whole project will be completed by 2015.

As at the Latest Practicable Date, all waterworks contracts under the R&R Programme
had been tendered and awarded by WSD.
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The following table illustrates the Government’s expenditure on the water supply
projects under construction in Hong Kong for each of the fiscal years from 2010 to 2014:

2010 2011 2012 2013 2014
(Actual) (Actual) (Actual) (Actual)  (Estimated)

Expenditure of works under
construction (HK$ million) 3,387.7 3,311.2 3,519.0 3,951.1 4,499.5

Source:  The Government Budgets for the fiscal years from 2011-12 to 2014-15 (www.budget.gov.hk)

As shown above, the annual expenditure of the projects under construction of water
supply increased from HKS$3,387.7 million in fiscal year 2010 to HK$3,951.1 million in
fiscal year 2013.

Given that the R&R Programme will complete in 2015, our Group intend to diversify
its source of income by tendering more contracts originated from other departments of the
Government, in particular, CEDD and DSD to sustain the Group’s business growth and
ensure future profitability. Kwan On was upgraded to Group C Contractor (confirmed) and
Group B Contractor (confirmed) under the “Roads and Drainage” category and “Site
Formation” category on 26 February 2013 and 19 June 2013 respectively which will enable
it to tender any number of contracts under the two categories with larger contract sum.
Please refer to the paragraphs headed “Drainage service in Hong Kong” and “Slope works in
Hong Kong” under this section for the details of the works and opportunities under the
aforesaid two categories.

Drainage services and roads works in Hong Kong

DSD is responsible for providing wastewater and stormwater drainage services in Hong
Kong. North New Territories and North West New Territories are the major flood-prone
areas in Hong Kong. The low-lying topography, inadequate drainage capacity of the natural
watercourse and heavy rainstorms have been the principal causes of flooding in these areas.
In addition, the existing drainage system in some old urbanised areas such as Mongkok and
Sheung Wan, are becoming inadequate to meet the current flood protection standards due to
the aging of the drainage system and flooding occurs frequently during the heavy rainstorms.
To mitigate the flooding problem, DSD has implemented a series of major flood control
projects to tackle the flooding problem since 1990’s.

Long term improvement measures implemented or being considered by DSD involves
the following major works:

1. expansion and improvement of existing drainage system to increase the flow
capacity and facilitate more effective collection of surface runoff;

2. river training works for effective discharge of storm flow;
3. tunneling works for interception and diversion of storm flow from upland

catchment for direct discharge into the sea, thus avoiding the storm flow from
overloading the downstream drainage system;
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4.  flood storage facilities to temporarily retain storm flow from upland catchment in
order to attenuate the peak runoff loading for the downstream drainage system;

5. stormwater pumping scheme to remove directly storm flow at flood prone areas;
and

6. village flood protection scheme comprising a protective bund to stop storm flow
from entering into a low-lying village and a stormwater pumping station to pump
away storm flow collected within the village.

The following table illustrates the expenditure on capital projects, the length of
stormwater drains and watercourse under management and inspected for each of the fiscal
years from 2010 to 2014 in Hong Kong:

2010 2011 2012 2013 2014
(Actual) (Actual) (Actual) (Actual)  (Estimated)

Expenditure on capital projects

(HK$m) 1,976.7 1,926.1 1,987.8 1,263.8 858.3
Length of stormwater drains and

watercourses under management

(km) 2,689 2,707 2,718 2,723 2,733
Length of stormwater drains and
watercourses inspected (km) 1,987 2,290 2,221 2,250 2,243

Source: The Government Budgets for the fiscal years from 2011-12 to 2014-15 (www.budget.gov.hk)

The annual expenditure decreased from approximately HK$1,976.7 million in fiscal
year 2010 to approximately HK$1,263.8 million in fiscal year 2013. It is expected that the
expenditure on capital projects of stormwater drainage will be approximately HK$858.3
million in fiscal year 2014. The length of stormwater drains and watercourses under
management of the DSD showed an increasing trend during the last 5 years. The length of
stormwater drains and watercourses under management increased from a total of 2,689 km
in fiscal year 2010 to 2,723 km in fiscal year 2013 and is expected to increase to a total of
2,733 km in fiscal year 2014. Meanwhile, the length of stormwater drains and watercourses
being inspected each fiscal year ranged from 1,987 km in fiscal year 2010 to 2,250 km in
fiscal year 2013 and is expected to increase to 2,243 km in fiscal year 2014.

In addition, according to the information published on the website of HyD, HyD had
granted 10 roads and drainage work contracts to contractors between January 2014 and
December 2014, the contract values of which range from approximately HK$32.7 million to
approximately HK$8,399.9 million.

According to DSD’s website, DSD announced on 26 March 2013 that the Kai Tak
River improvement works is one of DSD’s major flood prevention works and DSD plans to
eliminate most of the remaining flooding blackspots in 5 to 6 years. DSD also keeps on
conducting review studies for the drainage master plans for different districts with a view to
reviewing the adequacy of the existing drainage system, updating and establishing flood

— 58 —



INDUSTRY OVERVIEW

prevention plans having regard to the latest land development and land use proposals. In
addition, DSD also announced public tenders for several drainage projects in the second half
of 2014.

Slope works in Hong Kong

The Landscape of Hong Kong is fairly hilly to mountainous with steep slopes, heavy
rain and dense development are prone to the risk from Ilandslide. The Geotechnical
Engineering Office (the “GEQO”) of CEDD is responsible for setting safety standards and
developing new technology, exercising geographical control, upgrading substandard
Government slopes, mitigating natural terrain hazard and promoting slope maintenance and
public awareness in slope safety. There are approximately 60,000 sizeable man-made slopes
in Hong Kong, two thirds of which, or approximately 40,000 slopes, are government slopes.
The Government spends approximately HK$1 billion in upgrading and HK$800 million in
maintaining government slopes each year.

The studies and works under the Landslip Preventive Measures Programme (the
“LPMP”) were completed in 2010. A long-term Landslip Prevention and Mitigation
Programme (the “LPMitP”) has been launched to dovetail with the LPMP to deal with the
remaining landslide risks associated with both man-made slopes and natural hillside. Under
the LPMitP, the most deserving man-made slopes and natural hillside catchments are
selected for studies each year in accordance with a risk based priority ranking system. The
necessary landslip prevention and mitigation works, as identified by the studies, for
man-made slopes and natural hillside catchments under the Government’s maintenance
responsibility are implemented under the LPMitP. For private slopes found to be liable to
become dangerous, statutory actions are taken against the responsible private owners by BD
through the Buildings Ordinance to ensure its rectification. Apart from in-house resources,
GEO also engages consultants in landslip prevention and mitigation studies and the letting
and administration of contracts for the subsequent works. GEO awarded an average of about
10 consultancy agreements and 13 works contracts on landslip prevention and mitigation
works each year.

It is the Government’s policy to improve the environment and to make slopes look as
natural as possible in their surroundings. Hence, apart from maintaining the highest standard
of slope safety, GEO is committed to ensure that landscape treatments to all man-made
slopes are upgraded and natural hillside mitigation measures are implemented under the
LPMitP.
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The chart below illustrates the total number of Government slopes being upgraded
under the LPMitP as at 30 September 2014:

Total number of government slope upgraded

Lands Department, 1631

Architectural
Services
Department, 627

Housing
Department, 257

Source: Website of CEDD (www.cedd.gov.hk)

The following table illustrates the expenditure for landslip prevention and mitigation
works from fiscal years 2010 to 2014 in Hong Kong:

2010 2011 2012 2013 2014
(Actual) (Actual) (Actual) (Actual)  (Estimated)

Expenditure for landslip prevention
and mitigation works (HK$m) 1,262.3 997.0 1,038.0 1,029.0 1,000.0

Source:  The Government Budgets for the fiscal years from 2011-12 to 2014-15 (www.budget.gov.hk)

The annual expenditure maintained at a relatively stable level during the last 5 fiscal
years.

Site formation works in Hong Kong

One of the major services of CEDD is to provide land and infrastructure. CEDD
undertakes site formation and reclamation works to form land to meet different development
needs.

For contractors who want to tender works projects in relation to landscaping or
providing necessary utilities such as access roadways and drainage, it is required that the
contractors must be listed in the Contractor List under the category of “Site formation” and
CEDD is mainly responsible for servicing and monitoring the performance of all contractors
within this category. In addition to that, all contractors must be registered to be an approved
contractor for site formation works under Building Authority since 15 November 2004 (with
grace period of 6 months to 17 May 2005) to tender projects of this category. According to
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the Contractor List published by WBDB as at the Latest Practicable Date, there were 81
approved contractors falling within this category, of which 57 were accredited with

probationary status.

In the second half of 2014, CEDD plans to hold public tenders for LPMP, site
formation and roads and drainage in different areas of HKSAR. Set out below are the
tendering projects in the forecast of invitations to tender of CEDD for the period from
March to June 2015 which Kwan On is eligible to tender for:

Contract No. & Title of contract

NE/2014/02
Liantang/Heung Yuen Wai Boundary Control
Point Site Formation and Infrastructure Works

NE/2014/03
Liantang/Heung Yuen Wai Boundary Control
Point Site Formation and Infrastructure Works

NE/2014/05
Ma On Shan Development — Roads, Drainage
and Sewerage Works at Whitehead and Lok Wo
Sha, Phase 2

GE/2014/04
Landslip Prevention and Mitigation Programme,
2011, Package F, Landslip Prevention and
Mitigation Works in Kowloon and New
Territories East

GE/2015/05
Landslip Prevention and Mitigation Programme,
2013, Package E — Ground Investigation for
Landslip Prevention and Mitigation Works

GE/2014/02
Landslip Prevention and Mitigation Programme,
2010, Package I, Landslip Prevention and
Mitigation Works in the New Territories

Formation, Roads and Drains in Area 54, Tuen
Mun - Phases 1 and 2

Provision of Universal Access Facilities for
Highway Structures — Package 1 Contract 2

GE/2015/06
Landslip Prevention and Mitigation Programme,
2013, Package D, Landslip Prevention and
Mitigation Works

Probable date of
inviting tenders

Mar 2015

Mar 2015

Mar 2015

Mar 2015

Apr 2015

Apr 2015

May 2015

May 2015

Jun 2015

Works category & Lowest
Group permitted to tender

N/A

Roads and drainage Group C

Roads and drainage Group
B&C

Landslip preventive/
Remedial works to slopes/
Retaining walls

Ground Investigation Field
Work

Landslip preventive/
Remedial works to slopes/
Retaining walls

Site Formation Group C

Roads and drainage Group C

Landslip preventive/
Remedial works to slopes/
Retaining walls

Source: Forecast report of invitations to tender of CEDD (07-12.2014)

Range of estimate of cost

Exceeding HK$300 million

Exceeding HK$300 million

From HK$100 million, to
HK$200 million

From HK$100 million, to
HK$200 million

Up to HK$100 million

Up to HK$100 million

Exceeding HK$300 million
From HK$200 million, to
HK$300 million

From HK$100 million, to
HK$200 million

Our Group has not submitted any tender in respect to the above forecast of invitations
to tender of CEDD and some of the above forecast of invitations to tenders have not opened

for tendering yet.

— 61 —



INDUSTRY OVERVIEW

TENDERING FOR PUBLIC SECTOR PROJECTS IN HONG KONG

Public sector contracts in Hong Kong are normally awarded through open and
competitive tendering procedures with a view to obtaining the best value for money. Tenders
may be invited in the following ways:

(i) Open tendering

Tender invitations are published in the Government Gazette on every Friday, on
the Internet, and if necessary, in the local press and selected overseas journals. All
interested contractors are free to submit tenders.

(ii) Selective tendering

Tender invitations are published in the Government Gazette on every Friday, or
are sent by letter to all contractors on the relevant lists of approved contractors for the
purpose of selective tendering. Contractors not currently on the lists may also be
considered provided that there is sufficient time to complete the qualification
procedure.

(iii) Prequalified tendering

Prequalified contractors which are approved by the Permanent Secretary for
Financial Services and the Treasury of Hong Kong will receive tender invitations.
Invitations to apply for prequalification may take the form of open tendering or
selective tendering and the respective procedures will apply.

(iv) Single and restricted tendering

Tender invitations are only sent to one or a limited number of contractors/
suppliers approved by the Permanent Secretary for Financial Services and the Treasury
or the Director of Government Logistics of Hong Kong. This tendering method is only
used when the circumstances do not permit open tendering, for example, on grounds of
extreme urgency or security, for proprietary products or for reasons of compatibility.

Individual works departments procure services at their discretion under the general
supervision of WBDB. WSD, CEDD and DSD/HyD are the principal Government authorities
that are responsible for procuring waterworks services, landslip prevention and roads and
drainage works respectively for the public sector in Hong Kong. Generally, the procuring
department is required to provide in the tender documents all the necessary information to
assist the bidders to prepare their tenders, including standard contract forms covering the
general aspects of tender and contract requirements, special conditions of contract, detailed
price schedules, additional information and instructions applicable to a particular contract.
Moreover, the procuring department is responsible for evaluating the tenders to determine
whether they satisfy the conditions and specifications laid down in the tender documents.
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There are two common approaches to evaluate tenders, namely formula approach and
marking scheme approach. These two methods evaluate the tenderers’ experience, past
performance record and particular technical ability systemically. The formula approach is
usually applied for general works projects, while the marking scheme approach is generally
used for non-recurring and relatively complicated projects which require evaluation on the
particular ability and past experience on the contractor candidate. Both approaches take into
consideration the quality of work of the tenderers in addition to their financial bids.

Public sector projects in Hong Kong are sometimes contracted out by the main
contractors to subcontractors and such subcontracts may also be awarded by way of tenders
or upon private invitation. The selection criteria and process for subcontracting are
determined by the main contractors.

TENDERING FOR PRIVATE SECTORS PROJECTS IN HONG KONG

For private sector in Hong Kong, tenders are generally by invitation only and the
contracts are awarded at the clients’ discretion. Usually, contractors for the private sector in
Hong Kong are required to hold the relevant licences issued by BD, but need not be on the
Contractor List and/or the Specialist List. Moreover, in addition to the competitiveness of
the price quoted by the contractors, the job experience and track record of the contractors
are also the determining factors to win a contract. When selecting subcontractors, the main
contractors, regardless of whether it is a private or public project, may adopt similar
selection processes. Hence, it is important for the subcontractors to establish good
relationships with the customers and the main contractors as well as a good reputation in the
market.

COMPETITIVE LANDSCAPE

Contractors are eligible to tender for Government contracts provided that they are
included in the Contractor List or the Specialist List under one or more of the work
categories maintained by WBDB. In order to be listed as an approved contractor, the
contractor has to apply for inclusion in the lists of particular work categories and/or groups
and comply with the licencing requirements set forth in the ETWB Handbook. For details of
the licencing requirements, the Contractor List and the Specialist List, please refer to the
paragraphs headed “Contractor Licensing Regime”, “Contractor List” and “Specialist List”
under the section headed ‘“Regulatory Overview” in this prospectus. According to the
information published by WBDB, the number of approved contractors listed on the
Contractor List for each work category as at the Latest Practicable Date was as follows:

Group Building Waterworks Roads and Drainage Site Formation
Confirmed Probationary — Confirmed Probationary — Confirmed Probationary — Confirmed Probationary

A 13 35 2 19 9 32 - -
B 18 30 5 6 19 31 5 42
C 40 18 22 16 41 17 19 15

Source: Website of WBDB
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We compete primarily with those contractors who hold licences of the same status
under the same categories on the Contractor List and the Specialist List as us. Our Directors
consider that our main competitive strengths are: (i) our established operating history and
proven track record; (ii) our diversified experience and capabilities; (iii) our experienced
management team; and (iv) our stable relationships with our subcontractors and construction
material suppliers. Further details of our competitive strengths are set out in the sub-section
headed “Competitive strength” under the section headed “Business” in this prospectus.

Based on the information contained in the above table, there were only 22 Group C
contractors (confirmed) on the Contractor List under the category of “Waterworks”. Kwan
On, a member of our Group, is one of the Group C contractors (confirmed) under the
category of “Waterworks”. Kwan On is also one of the approved contractors among 41
Group C contractors (confirmed) under the category of “Roads and Drainage”. Group C
contractors are the highest ranking contractors in terms of tender limits, and can tender for
public works with contracts sum of any value exceeding HK$185 million. In addition, Kwan
On is one of the Group A contractors (probationary) under the category of “Building” and
one of the Group B contractors (confirmed) under the category of “Site Formation”.

To serve as a main contractor of landslip preventive and mitigative works to slopes and
retaining walls services works, a contractor must be listed on the Specialist List under the
category of “Landslip Preventive/Remedial Works to Slopes/Retaining Walls” maintained by
WBDB. To be admitted to this category, the contractor also has to be a Registered Specialist
Contractor for site formation works of the BD. According to the information published by
WBDB, there were only 23 approved contractors with confirmed status listed under the
category of “Landslip Preventive/Remedial Works to Slopes/Retaining Walls” on the
Specialist List as at the Latest Practicable Date. Kwan On has been one of the approved
contractors with confirmed status under such category since 2000.

Based on the Government’s expenditure of approximately HK$3,951.1 million for the
fiscal year 2013 and the estimated expenditure of approximately HK$4,499.5 million for the
fiscal year 2014 on the projects of water supply, our revenue generated from provision of
waterworks engineering services for the public sector for each of the two years ended 31
March 2014 of approximately HK$158.9 million and HK$208.1 million represented
approximately 4.0% and 4.6%, respectively, of the above expenditure.

Based on the Government’s expenditure of approximately HK$1,263.8 million for the
fiscal year 2013 and the estimated expenditure of approximately HK$858.3 million for the
fiscal year 2014 on capital projects of stormwater drainage, our revenue generated from
provision of roads and drainage works for the public sector for each of the two years ended
31 March 2014 of approximately HK$43.2 million and HK$107.9 million represented
approximately 3.4% and 12.6%, respectively, of the above expenditure.

Based on the Government’s expenditure of approximately HK$1,029.0 million for the
fiscal year 2013 and the estimated expenditure of approximately HK$1,000.0 million for the
fiscal year 2014 on capital projects for landslip prevention and mitigation works, our
revenue generated from provision of LPM Services for the public sector for each of the two
years ended 31 March 2014 of approximately HK$109.8 million and HK$63.3 million
represented approximately 10.7% and 6.3%, respectively, of the above expenditure.
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HISTORICAL TREND OF CONSTRUCTION COSTS IN HONG KONG

Index Numbers of the Costs of Labour and Materials Used in
Public Sector Construction Projects
(April 2003 = 100)
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As shown in the graph above, the cost of materials used in public sector construction
projects has been increasing since 2009. The cost of material index reached its peak to 197.9
in November 2014. The cost of labour index is quite stable comparing to the cost of
materials index, it increased gradually since May 2009 from a level of 94.0 to the highest of
137.3 in November 2014. Both of the cost of materials and labour indexes showed an
increasing trend over the past few years.
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As shown in the graph above, the median hourly rate of employees in the construction
industry has remained at a relatively stable level from 2009 to 2011 and has been increasing
gradually thereafter.

The prices of construction materials

Construction companies make use of various construction materials in construction
projects. The prices of construction materials are influenced by a number of factors
including, but not limited to, the demand for construction materials, size and intensity of
construction projects, prices of international commodities and foreign exchange rate
fluctuation. The graphs below set out the average wholesale prices of construction materials
commonly used in our construction projects as regarded by our Directors:

The average wholesale prices of bitumen, concrete blocks (100mm thick) and uPVC pipes
(32mm diameter pipes, 4m long)

Average wholesale prices of bitumen, concrete blocks (100mm thick) and
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The average wholesale price of bitumen increased gradually from HK$6,440 per tonne
in May 2009 and reached its peak of HK$9,330 per tonne in April 2012. After reaching its

peak, the average wholesale price of bitumen moved within the range of HK$9,330 per
tonne and HK$8,350 per tonne between May 2012 and October 2014.
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Concrete blocks

The average wholesale price of concrete blocks remained relatively stable at the range
of HK$59 per sq.m. to HK$62 per sq.m. from 2009 to 2010. After that, it increased
gradually to HK$70 per sq.m. in January 2012 and remained stable until April 2013. In May
2013, the average wholesale price of concrete blocks increased slightly to HK$72 per sq.m.
and further increased to HK$77 per sq.m. in October 2014.

uPVC pipes

The average wholesale price of uPVC pipes increased gradually from HK$42 per pipe
in April 2008 to its peak of HK$57 per pipe in June 2013. After that, the average wholesale
price of uPVC pipes remained stable among HK$56 per pipe.

The average wholesale prices of mild steel round bars (6mm to 20mm) and high tensile steel
bars (10mm to 40mm)

Average wholesale prices of mild steel round bars (6mm to 20mm) and
high tensile steel bars (10mm to 40mm)
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The average wholesale prices of high tensile steel bars and mild steel round bars
exhibited a similar pattern since 2009. Based on the average wholesale price statistic
published by CSD, the average wholesale prices of high tensile steel bars and mild steel
round bars increased from HKS$4,531 per tonne and HKS$5,510 per tonne in June 2009
respectively to HK$6,595 per tonne and HK$7,021 in September 2011 respectively and
demonstrated a downward trend in 2012 subsequently. The average wholesale prices of high
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tensile steel bars and mild steel round bars remained relatively stable at the range of
HK$4,462 per tonne to HK$5,118 per tonne and HK$5,490 per tonne to HK$5,945 per tonne
respectively during the last twelve month period.
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INTRODUCTION

This section sets forth a summary of the material Government policies, laws and
regulations applicable to the business of our Group.

CONTRACTOR LICENSING REGIME

WBDB is responsible for ensuring the effective planning, management and
implementation of Hong Kong public sector infrastructure development and works
programmes in a safe, timely and cost-effective manner and to maintain high quality and
standards. In order to tender for Government contracts, a contractor must apply to the
Secretary for Development for admission to the Contractor List and/or the Specialist List,
which are maintained by WBDB to continuously monitor the eligibility of a contractor to
tender for Government contracts and assess the performance of a listed contractor.

In order to be eligible for undertaking civil engineering related works for the
Government in the capacity of a contractor, members of our Group are required to comply
with the listing requirements set forth in the ETWB Handbook.

CONTRACTOR LIST

The Contractor List comprises contractors who are approved for carrying out
Government contract works in one or more of the five work categories of civil engineering
related works classified by WBDB. The following table sets forth the five work categories
and the respective managing departments of the Government:

Category Managing department
Buildings ArchSD

Port Works CEDD

Roads and Drainage HyD

Site Formation CEDD

Waterworks WSD

The managing department for a work category is the department most closely
connected with that particular type of work and is responsible for servicing and monitoring
the performance of all contractors within that category.

Contractors within each of the above five categories are further divided into Group A,
Group B and Group C according to the value of contracts for which they are normally
eligible to tender. The tender limits for contractors in each group are periodically adjusted
and are currently set at HK$75 million for Group A contractors and HK$185 million for
Group B contractors. Group C contractors can tender for contracts of value exceeding
HK$185 million. However, Group C contractors are generally not allowed to tender for
contracts in Groups A and B unless the responsible Government department considers that
there may be an inadequate number of tenderers as a result of the restriction.
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A contractor’s status in any group will either be probationary or confirmed. A
probationary status of a contractor further limits the number and value of contracts for
which that contractor is eligible to tender. Admission of a contractor into a certain group and
category will be subject to certain financial criteria and the technical and management
capabilities. A probationary contractor may, subject to a minimum probationary period of 24
months, apply for a confirmation when it has satisfactorily completed works appropriate to
its probationary status in accordance with the criteria for confirmation. Except in the most
exceptional circumstances, a contractor will be admitted initially on probation to the
appropriate group and category. Confirmation will also be subject to the contractor being
able to meet the prescribed financial criteria, having the appropriate technical and
management capabilities and in all other ways being considered suitable for confirmation. A
contractor with confirmed status may apply for promotion to a higher group in a particular
category if it is able to meet the prescribed financial criteria of the higher group and it has
the appropriate technical and management capabilities with a satisfactory record of
performance. Other than in the most exceptional circumstances, a contractor applying for
promotion will first be admitted on probation to the next higher group and the rules
applicable to probationary contractors in that particular group will apply.

SPECIALIST LIST

The Specialist List comprises suppliers of materials/specialist contractors who are
approved for carrying out public works in one or more of the 50 categories of specialist
works classified by WBDB which are managed by any of ArchSD, CEDD, HyD, Lands
Department of the Government or WSD.

Similar to the Contractor List, the managing department for a work category in the
Specialist List is the department most closely connected with that particular type of work
and is responsible for servicing and monitoring the performance of all contractors within
that category.

Contractors within certain category under the Specialist List are further divided into
classes according to the types of works within that particular category or groups according
to the value of contracts for which they are normally eligible to tender. Group tender limits
are applicable to eight categories of works and are periodically adjusted.

Similar to the mechanism as in the Contractor List, some categories of works under the
Specialist List have probationary status. The admission, retention, confirmation and
probation criteria for the Specialist List are also subject to financial, technical and
management criteria similar to those under the Contractor List, except that the length of
probationary period for each category (if any) varies. As at the Latest Practicable Date,
Kwan On has been admitted to the Landslip Preventive/Remedial Works to Slopes/Retaining
Walls Category with a confirmed status under the Specialist List.
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CONTRACTORS’ PERFORMANCE INDEX SYSTEM

A contractors’ performance index system (the “Contractors’ Performance Index
System”) was established by ETWB in 2000 to provide a ready indication of contractors’
performance standard for reference by the project office and relevant tender board in tender
evaluation. Under the Contractors’ Performance Index System, the performance of a
contractor is represented by a performance rating which is derived from the performance
scores given in all the reports written on the performance of the contractors in Government
works contracts in the preceding 12 3-month reporting periods. The performance score of a
contractor’s performance report is determined by the percentage of the scores attained by the
contractor over the maximum scores in 10 different attributes (where applicable), including
but not limited to workmanship, progress, site safety, environmental pollution control,
organisation, general obligations, industry awareness, resources, design and attendance to
emergency.

The performance ratings are not publicly viewable. Instead, each contractor on the
Contractor List will be advised of its performance rating in the form of a letter by post. The
aforesaid letter from WBDB sets out the maximum, minimum, median and average ratings
of contractors rated under each specific group of the relevant categories during the reporting
period. Pursuant to the Technical Circular (Works) No. 3/2007 and No. 3/2007A issued by
the ETWB on 12 March 2007 and 28 November 2013, the performance rating of a
contractor is based on a scale of 0 to 100 and there is no passing mark defined in the
Contractors’ Performance Index System. However, if a contractor’s current performance
rating falls below 40, or if there is an obvious and consistent downward trend, a closer
examination of the contractor’s past performance should be carried out and full justification
must be provided before its tender is recommended for acceptance.

Kwan On’s quarterly performance ratings as appraised by WBDB were above the
industry averages in the recent ten consecutive quarters up to the third quarter of 2014. Save
for Kwan On, other subsidiaries of our Group are not included in the Contractor List and
accordingly not included in the Contractors’ Performance Index System. As such, no
performance rating will be received by other subsidiaries of our Group except for Kwan On.

REGULATORY ACTIONS

The Contractor List, the Specialist List and the associated regulatory regime are put in
place to ensure that certain standards of financial capability, technical expertise, management
and safety are maintained by all the contractors carrying out Government works. If doubts
arise about the ability of a contractor to meet the minimum standards generally or for a
particular class of contracts, it may not be allowed to tender for any new work until it can
demonstrate that it can meet the required standard.

The Secretary for Development reserves the right to remove any contractor from the
Contractor List and/or the Specialist List or take other regulatory actions against a contractor
such as suspension, or where applicable, downgrading from confirmed status to probationary
status or demotion to a lower group, in respect of all or any of the works categories the
contractor is in. However, before deciding on such action, a contractor will be given
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adequate warning of the action proposed and advised of the reasons for it and given the
opportunity to present its views of the matter. Circumstances which may lead to the taking
of regulatory actions include, but not limited to:

(1) unsatisfactory performance;

(ii) failure to submit a valid competitive tender for a period of three years;

(iii) failure to submit accounts or meet the financial criteria within the prescribed
time;

(iv) failure to answer queries or provide information relevant to the listing status of a
contractor on the Contractor List and/or the Specialist List within the prescribed
time;

(v) misconduct or suspected misconduct;

(vi) winding-up, bankruptcy or other financial problems;

(vii) poor site safety record;

(viii) failure or refusal to implement an accepted tender;

(ix) poor environmental performance;

(x) court convictions, such as contravention of site safety legislation and Employment
Ordinance and employment of illegal workers;

(xi) failure to employ the minimum number of full time management and technical
personnel;

(xii1) violation of laws;

(xiii) poor integrity of its employees, agents and subcontractors in relation to any public
works contract unless the misconduct is not within the control of the contractor;

(xiv) public interest;
(xv) public safety and public health;

(xvi) serious or suspected serious poor performance or other serious causes in any
public or private sector works contract;

(xvii) failure to comply with any of the rules for administration of the Contractor List or

the Specialist List giving rise to reasonable suspicions as to the capacity or
integrity of the contractor; and
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(xviii) failure to provide proof of complying with all the integrity management system
(“IMS”) requirements for the purpose of upkeeping the operation of the IMS.

As advised by the Directors, none of the members of the Group has been subject to
any regulatory action from WBDB during the Track Record Period and up to the Latest
Practicable Date.

PRIMARY REGISTER OF THE REGISTRATION SCHEME

The purpose of the Registration Scheme is to build up a pool of capable and
responsible subcontractors with specialised skills and strong professional ethics. The
Registration Scheme is overseen by a management committee made up of representatives
nominated by major client organisations and contractors trade associations formed under the
auspices of the Construction Industry Council (##3£#®). This committee assumes the
responsibility for enforcing the registration rules and procedures, screening and approving
applications for registration, as well as instigating regulatory actions under justifiable
circumstances. WBDB has introduced contractual provisions requiring public works
contractors to engage domestic subcontractors (excluding nominated subcontractors and
specialist subcontractors who will be selected under the Specialist Lists only) who are either
registered under the Registration Scheme or will complete their registration under the
Registration Scheme before the execution of the relevant subcontracted works.

As at the Latest Practicable Date, there were over 1,000 subcontractors registered for
“general civil works” including but not limited to “earthwork”, “roadworks”, “road drainage
and sewer” and “geotechnical works” under the Registration Scheme. During the Track
Record Period, our Group was in full compliance with the contractual requirement of
engaging subcontractors that are registered for the respective trades under the Registration
Scheme for implementation of Government contracts.

GENERAL

A project may occasionally involve several types of works which are inter-related to
one another but are classified under different work categories. In that case a contractor may
be required to be listed on both the Contractor List and the Specialist List with the
necessary approved status in the relevant work categories.

BUILDING WORKS IN PRIVATE SECTOR

A contractor needs to register as a registered general building contractor of BD to carry
out general building works and street works in the private sector which do not include any
specialised works designated for registered specialist contractors as a main contractor.
Registration as a Registered Specialist Contractor is required to carry out works including
demolition, foundation, site formation, ventilation and ground investigation field works. BD
is responsible for servicing and monitoring the performance of all registered contractors
under the Building Ordinance.
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COMPLIANCE WITH THE RELEVANT REQUIREMENTS

Our Directors confirmed that each member of our Group has obtained all necessary
permits/licences/registrations for their respective operations. In addition, our Directors
confirmed that during the Track Record Period and up to the Latest Practicable Date, Kwan
On (a) has complied with the minimum number and qualifications of full time management
and technical personnel for its retention on the Contractor List; (b) has met the financial
criteria for its retention on the Contractor List and for acceptance of a tender of Government
projects; and (c) has secured sufficient amount of minimum working capital and employed
capital in accordance with the requirements under the ETWB Handbook.

In order to ensure the ongoing compliance with the applicable requirements by the
relevant members of our Group, our Directors will check the latest requirements from time
to time stipulated by WBDB, the Construction Industry Council and the Government
respectively for our Group’s business operations and take appropriate steps, if required, to
comply with the latest requirements. Apart from preparation of financial statements on a
yearly basis for submission to WBDB to demonstrate that Kwan On has sufficient employed
capital and working capital for retention on the Contractor List, the financial controller of
our Group will also assess the level of employed capital and working capital of Kwan On
every time prior to the submission of a tender for a new project.

ENVIRONMENTAL PROTECTION AND LABOUR RELATED LAWS AND
REGULATIONS

Air Pollution Control Ordinance (Chapter 311 of the Laws of Hong Kong)

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

A contractor shall observe and comply with the Air Pollution Control Ordinance and its
subsidiary regulations, including but not limited to the Air Pollution Control (Construction
Dust) Regulation (Chapter 311R of the Laws of Hong Kong). The contractor responsible for
a work site shall carry out the works in such a manner so as to minimise dust impacts on
the surrounding environment.

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

The Noise Control Ordinance controls, among other situations, any person in any
domestic premises or public place making noise causing annoyance to any other person and
the noise from construction sites. A contractor shall comply with the Noise Control
Ordinance and its subsidiary regulations in carrying out its works. For engineering works
that are to be carried out during the restricted hours and for percussive piling at all times,
construction noise permits are required from the Noise Control Authority in advance. Under
the Noise Control Ordinance, works that produce noises and the use of powered mechanical
equipment in populated areas are not allowed between 7 p.m. and 7 a.m. or at any time on
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general holidays, unless prior approval has been granted by the EPD through the
construction noise permit system. Usage of certain equipment is also subject to restrictions.
Hand-held percussive breakers and air compressors must comply with noise emissions
standards and be issued with a noise emission label from the EPD.

Percussive pile-driving is allowed on weekdays only with prior approval, in the form of
a construction noise permit from the EPD.

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

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

The Water Pollution Control Ordinance provides the main statutory framework for the
declaration of water control zones to cover the whole of Hong Kong and the establishment
of water quality objectives. The objectives describe the water quality that should be achieved
and maintained in order to promote the conservation and best use of the waters of Hong
Kong in the public interest.

Within each water control zone, all discharges or deposits are controlled by a licencing
system. The Director of EPD is the authority responsible for licencing and controlling these
discharges.

Any person who, unless being licensed under the Water Pollution Control Ordinance,
discharges any waste or polluting matter into the waters of Hong Kong in a water control
zone or discharges any matter, other than domestic sewage and unpolluted water, into a
communal sewer or communal drain in a water control zone commits an offence and is
liable to imprisonment for 6 months and (a) for a first offence, to a fine of HK$200,000; (b)
for a second or subsequent offence, a fine of HK$400,000, and in addition, if the offence is
a continuing offence, to a fine of HK$10,000 for each day during which it is proved to the
satisfaction of the court that the offence has continued.

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

The Waste Disposal Ordinance controls the production, storage, collection, treatment,
reprocessing, recycling and disposal of wastes. At present, livestock waste and chemical
waste are subject to specific controls whilst deposition of waste in public places or on
Government land or on private premises without the consent of the owner or occupier is
prohibited.

A contractor shall observe and comply with the Waste Disposal Ordinance and its
subsidiary regulations, including but not limited to the Waste Disposal (Charges for Disposal
of Construction Waste) Regulation (Chapter 354N of the Laws of Hong Kong). Under the
Waste Disposal (Charges for Disposal of Construction Waste) Regulation, a main contractor
who undertakes construction work with a value of HK$1 million or above will be required,
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within 21 days after being awarded the contract, to establish a billing account in respect of
that particular contract with the EPD to pay any disposal charges payable in respect of the
construction waste generated from construction work undertaken under that contract.

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

The Environmental Impact Assessment Ordinance is to control the adverse
environmental impacts from the designated projects as specified in Schedule 2 to the
Environmental Impact Assessment Ordinance (for example, large scale transportation
network, public utility facilities, heavy industrial or agriculture and fisheries activities, dense
community or recreation facilities, etc.) through the application of the environmental impact
assessment process and the environmental permit system prior to their construction and
operation (and decommissioning if applicable), unless exempted at their respective planning
stage. According to the Environmental Impact Assessment Ordinance, a person commits an
offence if he constructs or operates a designated project listed in Part I of Schedule 2 of the
Environmental Impact Assessment Ordinance (which includes roads, railways and depots,
residential and other developments, etc.) without an environmental permit for the project; or
contrary to the conditions, if any, set out in the permit. The offender is liable (a) on a first
conviction on indictment to a fine of HK$2,000,000 and to imprisonment for six months; (b)
on a second or subsequent conviction on indictment to a fine of HK$5,000,000 and to
imprisonment for two years; (c) on a first summary conviction to a fine at level 6 and to
imprisonment for six months; and (d) on a second or subsequent summary conviction to a
fine of HK$1,000,000 and to imprisonment for one year, and in any case where the offence
is of a continuing nature, the court or magistrate may impose a fine of HK$10,000 for each
day on which he is satisfied the offence continued.

In order to ensure the ongoing compliance with the applicable environmental protection
requirements by the relevant members of our Group, our Directors will check the latest
requirements from time to time stipulated by the Government in this respect and take
appropriate steps, if required, to comply with the latest requirements.

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

The Minimum Wage Ordinance provides for a prescribed minimum hourly wage rate
(currently set at HK$30 per hour) during the wage period for every employee engaged under
a contract of employment under the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong). Any provision of the employment contract which purports to extinguish or
reduce the right, benefit or protection conferred on the employee by this ordinance is void.

Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong)
The Employees’” Compensation Ordinance establishes a no-fault and non-contributing
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.
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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.

Pursuant to Section 24 of the Employees’ Compensation Ordinance, a principal
contractor shall be liable to pay compensation to sub-contractors’ employees who are injured
in the course of their employment to the sub-contractor. The principal contractor is,
nonetheless, entitled to be indemnified by the sub-contractor 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.

According 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 secure an insurance coverage in compliance with the
Employees’ Compensation Ordinance to is liable for a fine of up to HK$100,000 and
imprisonment for two years.

Employment Ordinance (Chapter 57 of the Laws of Hong Kong)

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

A principal contractor who without reasonable excuse fails to serve notice on the
superior sub-contractors shall be guilty of an offence and shall be liable on conviction to a
fine at level 5 (currently at HK$50,000).

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

Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong)

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

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

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

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

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

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

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

e providing and maintaining safe access to and egress from the workplaces; and
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e  providing and maintaining a safe and healthy working environment.

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

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

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

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

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

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

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

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

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

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

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

e provision and maintenance of a working environment for the employer’s
employees that is safe and without risks to health.
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Failure to comply with any of the above provisions constitutes an offence and the
employer is liable on conviction to a fine of HK$200,000. An employer who fails to do so
intentionally, knowingly or recklessly commits an offence and is liable on conviction to a
fine of HK$200,000 and to imprisonment for 6 months.

The Commissioner for Labour may also issue an improvement notice against
non-compliance of this ordinance or the Factories and Industrial Undertakings Ordinance or
suspension notice against activity or condition of workplace which may create imminent risk
of death or serious bodily injury. Failure to comply with such notice without reasonable
excuse constitutes an offence punishable by a fine of HK$200,000 and HKS$500,000
respectively and imprisonment for 12 months.

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

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

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

Save as disclosed in the subsections headed “Safety Policy” and “Legal Proceedings”
under the section headed “Business” in this prospectus, during the Track Record Period and
up to the Latest Practicable Date, based on the results of the latest litigation search
conducted against each member of the Group, the Hong Kong Legal Advisers are of the
view that none of the members of our Group was involved in any litigations and/or legal
proceedings which were related to committing an offence by any member of our Group
under any of the aforesaid environmental protection and labour related laws and regulations.
Save as disclosed as aforesaid, our Directors confirm that there were no events or
circumstances which had led to or might lead to our Group being prosecuted by the
Government for committing an offence under the aforesaid environmental protection and
labour related laws and regulations applicable in Hong Kong during the Track Record Period
and up to the Latest Practicable Date.
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HISTORY AND DEVELOPMENT
Business development

The history of our Group dates back to 1975 when Mr. Tony Wong and an individual
acquainted with him (the “Independent Co-founder”), namely Mr. Lam Kam Kuen,
established UECL in Hong Kong. To the best of the knowledge of our Directors, Mr. Tony
Wong and the Independent Co-founder have financed the business of UECL from their own
financial resources. For details of Mr. Tony Wong’s background and relevant industry
experience, please refer to the section headed “Directors and senior management” in this
prospectus. In the early years, we were principally engaged in the trading of building
materials, fire protection materials and woodworking machineries and provision of concrete
repairs services in Hong Kong. UEL, a member of our Group obtained a licence from a
manufacturer in the United Kingdom for the manufacturing and distribution of fire
protection materials in 1986. In the late 1980s to 1990s, Mr. Tony Wong recognised the
prospects of the civil engineering industry in Hong Kong and decided to explore business
opportunities in undertaking civil engineering projects in Hong Kong. Due to the different
views between Mr. Tony Wong and the Independent Co-founder on the future direction of
business, he disposed of his shares in UECL to Mr. Tony Wong at par value. Mr. Tony Wong
invited Mr. Kwong, an experienced engineer, to join us in 1988 and subsequently our Group
acquired the entire equity interest in Kwan On in 1993 from an Independent Third Party and
started to act as a main contractor in the provision of waterworks, road works and drainage
services and site formation services in Hong Kong. For details of Mr. Kwong’s background
and relevant industry experience, please refer to the section headed “Directors and senior
management” in this prospectus. At that time, Kwan On was one of the Group B
(confirmed) contractors on the Contractor List under the categories of “Roads and Drainage”
and “Waterworks”, and one of the Group B (probationary) contractors under the category of
“Site Formation”. The aforesaid licences possessed by Kwan On were transferred from
KOBCL in 1992 and such transfer was approved by the relevant Government authority at
that time.

The major events in our business development are set forth as below:

Year Milestones

1975 Mr. Tony Wong and the Independent Co-founder founded
UECL in Hong Kong for the trading of building materials and
woodworking machineries

1993 Our Group acquired the entire equity interest in Kwan On in
1993 from an Independent Third Party and started to act as a
main contractor in the provision of waterworks, road works and
drainage and site formation services in Hong Kong

1994 We were awarded our first contract for public sector (contract
number: 17/WSD/93) by WSD
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Year Milestones

1997 ° Kwan On was upgraded to Group C (probationary) under
the “Waterworks” category

e Kwan On was included in the Specialist List under the
“Landslip Preventive/Remedial Works to Slopes/Retaining
Walls” category on probation

° Kwan On was accredited with the I[S09002:1994 in
October 1997, by Hong Kong Quality Assurance Agency
which certified that the quality assurance system of Kwan
On complied with the relevant requirements applicable to
construction of civil engineering works

1998 Kwan On was admitted to Group A (probationary) under the
“Buildings” category

2000 Kwan On was upgraded to confirmed status under the
“Landslip Preventive/Remedial Works to Slopes/Retaining
Walls” category of the Specialist List

2003 Kwan On was certified by SGS Hong Kong Limited Systems &
Services Certification on 9 June 2003 as meeting the
requirements of ISO 9001:2000 for construction of civil
engineering works and design and construction of landslip
preventive and remedial works to slopes and retaining walls

2004 Kwan On was upgraded to Group C (confirmed) under the
“Waterworks” category

2006 Kwan On was accredited with the ISO9001:2000 by Hong
Kong Certification Services Limited on 15 June 2006 which
certified that the quality management system of Kwan On
complied with the relevant requirements applicable to civil
engineering works (site formation, waterworks, roads and
drainage) and landslip preventive and remedial works to slopes
and retaining walls in Hong Kong

2008 Kwan On was upgraded to Group C (probationary) under the
“Roads and Drainage” category

2012 Kwan On was accredited with the IS0O9001:2008 by
Certification Asia (HK) Limited on 4 June 2012 which certified
that the quality management system of Kwan On complied with
the relevant requirements applicable to civil engineering works
(site formation, waterworks, roads and drainage) in Hong Kong
and landslip preventive and remedial works to slopes and
retaining walls in Hong Kong
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Year Milestones

2013 Kwan On was upgraded to Group C (confirmed) under the
“Roads and Drainage” category and Group B (confirmed) under
the “Site Formation” category on 26 February 2013 and 19
June 2013 respectively

Corporate development

Our Company was incorporated in the Cayman Islands as an exempted company with
limited liability on 6 December 2012. As at the Latest Practicable Date, our Group
comprised our Company, Win Vision, seven operating subsidiaries and one unincorporated
joint venture.

UECL

UECL, previously named Univic International Limited (“UIL”), was incorporated in
Hong Kong on 9 September 1975 as a limited liability company with an authorised share
capital of HK$500,000 divided into 100,000 shares of HK$5.00 each, of which two shares
were issued and fully paid up. At the time of its incorporation, the issued share capital of
UIL was owned as to 50% by Mr. Tony Wong and 50% by the Independent Co-founder. UIL
commenced business in 1975.

During the period from 18 November 1975 to 31 May 1996, there were various share
transfers between the then owners of UIL. On 19 December 1980, due to the different view
between Mr. Tony Wong and the Independent Co-founder on the future direction of UIL, he
disposed of his shares in UIL to Mr. Tony Wong at par value. On 6 August 1981, UIL
undertook a share subdivision whereby its authorised share capital of 100,000 shares of
HK$5.00 each was subdivided into 500,000 shares of HK$1.00 each. Immediately prior to
the further increase in authorised share capital of UIL on 31 May 1996 as mentioned below,
the issued share capital of UIL comprised 403,500 shares of HK$1.00 each which was
owned as to 403,000 shares by Mr. Tony Wong and 500 shares by Mr. Kwong, who held the
same on trust in favour of Mr. Tony Wong.

On 31 May 1996, the authorised share capital of UIL was further increased from
HK$500,000 to HK$1,403,500 by creation of 903,500 shares of HK$1.00 each. On the same
date, UIL issued and allotted 1,000,000 shares at par value to the trustees of a discretionary
trust established for the benefit of Mr. Tony Wong’s direct descendants and/or family
members (the “Wong Family Trust”). After two share transfers took place on 17 December
1996 and 26 March 2008, the 1,000,000 shares issued and allotted to the trustees of the
Wong Family Trust were subsequently transferred to Fortune Peace, the trustee of the Wong
Family Trust. Fortune Peace was incorporated in Hong Kong on 4 June 2007 and was
wholly owned by Miss Lam Wing See (“Miss Lam”), who has joined our Company since
1994 and held the entire issued share capital of Fortune Peace, on trust in favour of Mr.
Andy Wong.

On 9 December 1998, Mr. Tony Wong transferred 402,500 shares in UIL to Garwealth

at par value. Garwealth was incorporated in Hong Kong on 24 April 1981 and the entire
issued share capital was owned, since 1999, as to 998 shares by Mr. Tony Wong, who held
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the same on trust in favour of Mr. Newton Wong, as to one share by Miss Tsoi Wai Man
(“Miss Tsoi”), the secretary of Mr. Tony Wong, who held the same on trust in favour of Mr.
Newton Wong, and as to the remaining one share beneficially by Mr. Tony Wong. The
relevant declarations of trust were cancelled and Mr. Newton Wong transferred 999 issued
shares to Mr. Tony Wong on 9 October 2012.

Since then, the issued share capital of UECL was HK$1,403,500 divided into 1,403,500
shares, all of which had been issued and were fully paid up. The issued share capital of
UECL was owned as to approximately 0.035% (or 500 shares) by Mr. Tony Wong,
approximately 0.035% (or 500 shares) by Mr. Kwong on trust in favour of Mr. Tony Wong,
approximately 71.25% (or 1,000,000 shares) by Fortune Peace and approximately 28.68%
(or 402,500 shares) by Garwealth. On 14 June 2000, the name of UIL was changed to
UECL. The following diagram sets out the beneficial shareholding structure of UECL before
the Reorganisation:

Mr. Wong Mr. Andy Wong
100% 100%
Garwealth Fortune Peace
0.07% | 28.68|% 71.25%
UECL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of UECL shall cease to have any nominee values. Save for the aforesaid, from 9
October 2012 up to the day immediately prior to the Reorganisation, there had been no
change in the share capital or the shareholding of UECL.

In the early years, UECL was principally engaged in the trading of fire protection
materials and woodworking machineries and provision of concrete repairs services in Hong
Kong. During the Track Record Period and up to the Latest Practicable Date, UECL was
principally engaged in the provision of civil, plumbing and fire protection engineering
contract services in Hong Kong.
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UEL

UEL was incorporated in Hong Kong on 23 April 1980 as a limited liability company
with an authorised share capital of HK$1,000,000 divided into 10,000 shares of HK$100
each, of which two shares had been issued and were fully paid up. As at the time of its
incorporation, the issued share capital of UEL was owned as to 50% by Mr. Tony Wong and
50% by an Independent Third Party. UEL commenced business in 1980.

On 9 July 1980, the authorised share capital of UEL was increased to HK$2,000,000
by creation of 10,000 additional shares of HK$100 each. On 24 July 1980, UEL issued and
allotted 10,000 shares to Mr. Tony Wong at par value. Following the completion of various
transfers between the then shareholders of UEL during the period from 12 February 1986 to
19 February 1991, the issued share capital of UEL became owned as to 8,002 shares by Mr.
Tony Wong and 2,000 shares by Mr. Kwong.

On 31 May 1996, the authorised share capital of UEL was increased from
HK$2,000,000 to HK$4,300,200 by creation of 23,002 shares of HK$100 each. On the same
day, UEL issued and allotted 33,000 shares to the trustees of the Wong Family Trust, at par
value. On 17 December 1996, the trustees of the Wong Family Trust transferred 33,000
shares in UEL to the trustee of a discretionary trust (“Good Fortune Trust”) established for
the benefit of the family members and direct descendents of Mr. Tony Wong (excluding Mr.
Tony Wong) at par value.
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On 30 December 2000, the authorised share capital of UEL was increased from
HK$4,300,200 to HK$6,300,200 by creation of 20,000 shares of HK$100 each which were
allotted and issued to the trustee of Good Fortune Trust. On 26 March 2008, the trustee of
Good Fortune Trust transferred 53,000 shares in UEL to Fortune Peace at par value. Since
then the authorised share capital of UEL was HK$6,300,200 divided into 63,002 shares of
HK$100 each, all of which had been issued and fully paid up. The issued share capital of
UEL was owned as to approximately 12.70% (or 8,002 shares) by Mr. Tony Wong,
approximately 3.18% (or 2,000 shares) by Mr. Kwong, approximately 84.12% (or 53,000
shares) by Fortune Peace. The following diagram sets out the beneficial shareholding
structure of UEL before the Reorganisation:

Mr. Tony Wong Mr. Andy Wong Mr. Kwong

100%

Fortune Peace

12.70% 84.12% 3.18%

UEL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of UEL shall cease to have any nominal values. Save for the aforesaid, from 26
March 2008 and up to the day immediately prior to the Reorganisation, there had been no
change in the share capital or the shareholding of UEL.

UEL is principally engaged in the provision of contracting work on civil, plumbing,
fire protection, insulation, concrete repairs and related activities in Hong Kong.

UFCL

UFCL was incorporated in Hong Kong on 23 April 1980 as a limited liability company
under the name of Univic (China) Limited (“UCL”) with an authorised share capital of
HK$100,000 divided into 100,000 shares of HK$1.00 each, of which two shares had been
issued and were fully paid up. As at the time of its incorporation, the issued share capital of
UCL was owned as to 50% by Mr. Tony Wong and 50% by an Independent Third Party.
UCL commenced business in 1980.

On 7 November 1983, the authorised share capital of UCL was increased to

HK$1,000,000 by the creation of 900,000 additional shares of HK$1.00 each. The name of
UCL was changed to Univic World Trade Limited on 18 November 1983 and further
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changed to Univic Fire Protection Materials Limited (“UFPML”) on 14 July 1987. On 19
February 1991, Mr. Kwong acquired one share of UFPML from one of its then shareholders
at par value. Such share was held by Mr. Kwong on trust in favour of Mr. Tony Wong.

Since then, the issued share capital of UFCL was HK$1,000,000 divided into 1,000,000
ordinary shares, of which two shares had been issued and were fully paid up. The issued
share capital of UFCL was owned as to 50% (or one share) by Mr. Tony Wong and 50% (or
one share) by Mr. Kwong, who held the same on trust in favour of Mr. Tony Wong. UFPML
changed its name to UFCL on 2 June 2011. The following diagram sets out the beneficial
shareholding structure of UFCL before the Reorganisation:

Mr. Tony Wong

100%

UFCL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the share of UFCL shall cease to have any nominal values. Save for the aforesaid, from 19
February 1991 and up to the day immediately prior to the Reorganisation there had been no
change in the share capital or the shareholding of UFCL.

UFCL is principally engaged in the trading of diesel and provision of construction site
workmen services in Hong Kong.

Kwan On

Kwan On, previously named Technic Light Limited, was incorporated in Hong Kong on
28 May 1991 as a limited liability company with an authorised share capital of HK$10,000
divided into 10,000 shares of HK$1.00 each. Technic Light Limited commenced business in
1991. The issued share capital of Technic Light Limited of HK$2.00 was owned by two
initial subscribers, who are Independent Third Parties, in equal shares.

On 3 September 1991, Technic Light Limited changed its name to Kwan On. On 22
August 1991, KOBCL and Mr. Peter Chan Boon Ho (“Mr. Chan”), an Independent Third
Party, acquired one issued share each in Kwan On from the two initial subscribers at par
value. The authorised share capital of Kwan On was increased from HK$10,000 to
HK$4,000,000 by the creation of 3,990,000 shares of HK$1.00 each on 15 January 1992. On
the same date, 3,999,998 shares of Kwan On were issued and allotted to KOBCL. On 31
March 1992, Huey Tai Holdings Limited (“Huey Tai”), which was owned by an Independent
Third Party, acquired the 3,999,999 shares in Kwan On from KOBCL at par value.

— 87 —



HISTORY AND DEVELOPMENT

On 8 January 1993, the authorised share capital of Kwan On was increased from
HK$4,000,000 to HK$4,100,000 by the creation of 100,000 shares of HK$1.00 each. On the
same day, 100,000 shares of Kwan On were allotted and issued to Huey Tai. The then issued
share capital of Kwan On were owned as to 4,099,999 shares by Huey Tai and one share by
Mr. Chan.

Pursuant to a sale and purchase agreement entered into between Huey Tai, Newtollent
and Kwan On dated 21 May 1993, Mr. Tony Wong and Newtollent agreed to acquire and
Huey Tai agreed to dispose of 4,100,000 issued shares in Kwan On, representing its then
entire issued shares together with the shareholders’ loan of HK$900,000 from Mr. Chan and
Huey Tai for an aggregate consideration of HK$7,144,192.77. Newtollent is a company
incorporated in Hong Kong on 9 October 1981 and was owned by Epsilon Nominees
Limited, which was an Independent Third Party, and Mr. Kwong at the time of the aforesaid
acquisition. According to the instrument of transfer executed on 28 May 1993, Mr. Tony
Wong acquired the one issued share in Kwan On from Mr. Chan at a consideration of
HK$1.52 and Newtollent acquired 4,099,999 issued shares in Kwan On from Huey Tai at a
consideration of HK$6,244,191.25. Our Directors confirmed that such consideration was
determined at arm’s length negotiation between the parties with reference to the net asset
value of and the value of licences held by Kwan On as at the date of the said acquisition.
The aforesaid acquisition had been completed and the consideration had been settled.

On 19 August 1994, the authorised share capital of Kwan On was increased from
HK$4,100,000 to HK$4,200,000 by the creation of 100,000 shares of HK$1.00 each. On the
same date, Kwan On allotted and issued 100,000 shares to Mr. Kwong at par value. On 18
October 1994, the authorised share capital of Kwan On was increased from HK$4,200,000 to
HK$5,480,000 by the creation of 1,280,000 shares of HK$1.00 each. On the same day,
Kwan On issued and allotted 1,280,000 shares to Mr. Tony Wong at par value. Immediately
after the aforesaid allotment and issue of shares, the issued share capital of Kwan On was
owned as to 4,099,999 shares by Newtollent, 1,280,001 shares by Mr. Tony Wong and
100,000 shares by Mr. Kwong.

Following two increases in the authorised share capital of Kwan On and various issue
and allotment of shares during the period from 14 July 1995 to 30 May 1997, the issued
share capital of Kwan On became owned as to 4,099,999 by Newtollent, 3,313,751 shares by
Mr. Tony Wong and 371,250 shares by Mr. Kwong.

On 9 December 1998, Mr. Tony Wong transferred 3,313,000 shares in Kwan On to
Garwealth at par value. On 27 October 2001, the authorised share capital of Kwan On was
increased from HK$8,000,000 to HK$10,200,000 by creation of 2,200,000 shares of
HK$1.00 each. On the same date, an aggregate of 2,415,000 shares were allotted and issued
as to 1,271,869 shares to Newtollent, as to 233 shares to Mr. Tony Wong, as to 115,166
shares to Mr. Kwong and as to 1,027,732 shares to Garwealth.

On 2 May 2002, the authorised share capital of Kwan On was increased from
HK$10,200,000 to HK$11,050,000 by the creation of 850,000 shares of HK$1.00 each, all
of which were allotted and issued to KOCHL at par value, on the same day. KOCHL is
currently an investment holding company incorporated in Hong Kong on 11 July 2001 and
the issued share capital of which was owned as to 984 shares by Mr. Tony Wong, 486,416
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shares by Mr. Kwong, 4,340,732 shares by Garwealth, 9,021,868 shares by Newtollent and
6,000,000 shares by Bright Link. The shareholding of KOCHL has remained unchanged
since the commencement of the Track Record Period up to the Latest Practicable Date.
Bright Link is wholly and beneficially owned by Mr. Andy Wong. Newtollent, Mr. Tony
Wong, Mr. Kwong and Garwealth transferred their respective shares in Kwan On to KOCHL
through a series of share transfers on 13 December 2001. Subsequent to the aforesaid share
transfers, the issued share capital of Kwan On became owned as to 10,199,999 shares by
KOCHL and one share by Mr. Tony Wong. On 2 May 2002 and 20 June 2002, the
authorised share capital of Kwan On was further increased to HK$11,050,000 by creation of
850,000 shares of HK$1.00 each and HK$13,850,000 by creation of 2,800,000 shares of
HK$1.00 each respectively, all of which were issued and allotted to KOCHL on the
respective dates at par value.

On 6 December 2004, the authorised share capital of Kwan On was increased from

HK$13,850,000 to HK$15,850,000 by creation of 2,000,000 shares of HK$1.00 each, all of
which were issued to KOCHL at par value at the same date.
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On 27 April 2007, the authorised share capital of Kwan On was increased from
HK$15,850,000 to HK$19,850,000 by creation of 4,000,000 shares of HK$1.00 each, all of
which were issued to KOCHL at par value at the same date. On 25 February 2011,
5,000,000 shares of HK$1.00 each were issued and allotted to KOCHL. Thereafter, both of
the authorised share capital and issued share capital of Kwan On were increased to
HK$24,850,000 which divided into 24,850,000 ordinary shares of HK$1.00 each. Since then,
the issued share capital of Kwan On was owned as to one share by Mr. Tony Wong, who
held the same on trust in favour of Newtollent, and 24,849,999 shares by KOCHL. The
following diagram sets out the beneficial shareholding structure of Kwan On before the

Reorganisation:

Mr. Tony Wong Mr. Kwong Mr. Andy Wong
100% 100%
Garwealth Bright Link

0.0003%| 1\ A28.571%| - L 28.571|4% 42.8572%

Newtollent
0.005% |21.868% 2.45% 45.45% L 30.227%
KOCHL
99.999996% 0.000004%

Kwan On

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of Kwan On shall cease to have any nominal values. Save for the aforesaid, from
25 February 2011 and up to the day immediately prior to the Reorganisation, there had been
no change in the share capital or the shareholding of Kwan On.

Kwan On is principally engaged in civil engineering construction in Hong Kong.
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UCRL

UCRL was incorporated in Hong Kong on 25 June 1992 under the name of Golden
Valley Development Limited (“Golden Valley”) as a limited liability company with an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1.00 each. As at
the time of its incorporation, the shares of Golden Valley were held by two initial
subscribers, who were Independent Third Parties, in equal shares. On 18 August 1992, the
two shares were transferred as to one share to a company owned by Independent Third
Parties and as to one share to Newtollent at par value. On the same day, Golden Valley
allotted 32 shares and 66 shares to such company and Newtollent, respectively. Golden
Valley commenced business in 1992.

On 29 December 1999, Golden Valley changed its name to Slope Safe Limited (“Slope
Safe”) and allotted and issued an aggregate of 899 shares, as to 266 shares to Mr. Kwong
and as to 633 shares to Independent Third Parties. Following two share transfers took place
on 29 December 1999 and 6 August 2002, the issued share capital of Slope Safe were
owned as to approximately 66.67% (or 666 shares) by Ms. Chiu and approximately 33.33%
(or 333 shares) by an associate of Mr. Tony Wong, who held the same on trust in favour of
Mr. Tony Wong.

On 5 June 2008, Slope Safe changed its name to UCRL. The following diagram sets
out the beneficial shareholding structure of UCRL before the Reorganisation:

Mr. Tony Wong Ms. Chiu

33.33% 66.67%

UCRL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of UCRL shall cease to have nominal values. Save for the aforesaid, from 6
August 2002 and up to the day prior to the Reorganisation, there had been no change in the
share capital or the shareholding of UCRL.

UCRL is principally engaged in the provision of construction site workmen services in
Hong Kong.
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UBCL

UBCL was incorporated in Hong Kong on 13 July 1993 under the name of Eastline
Limited (“Eastline”) as a limited liability company with an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1.00 each, of which two shares had been
issued and were fully paid up. As at the time of its incorporation, the issued share capital of
UBCL was owned by two initial subscribers, both of which were Independent Third Parties,
in equal shares. Eastline commenced business in 1993. On 8 October 1993, the two shares in
Eastline were transferred by the initial subscribers to an Independent Third Party and Mr.
Tony Wong as to one share each at par value and Eastline allotted and issued an aggregate
9,998 shares as to 3,999 shares to such Independent Third Party and 5,999 shares to Mr.
Tony Wong. Eastline changed its name to HS-U Construction Management Company Limited
(“HS-U”) on 4 January 1994 and to UBCL on 7 November 1997. After two share transfers
took place on 10 October 1994 and 31 December 2003, the issued share capital of UBCL
was owned as to 60% (or 6,000 shares) by Mr. Tony Wong and 40% (or 4,000 shares) by
Miss Lam. Miss Lam held the 40% issued share capital in UBCL on trust in favour of Mr.
Tony Wong. The following diagram sets out the beneficial shareholding structure of UBCL
before the Reorganisation:

Mr. Tony Wong

100%

UBCL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of UBCL shall cease to have nominal values. Save for the aforesaid, from 31
December 2003 and up to the day immediately prior to the Reorganisation, there had been
no change in the share capital or the shareholding of UBCL.

UBCL is principally engaged in the provision of construction site workmen services in
Hong Kong.
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UEWL

UEWL, previously named Sheenway Limited (“Sheenway”), was incorporated in Hong
Kong on 30 May 2003 as a limited liability company with an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1.00 each, of which two shares had been
issued and were fully paid up. As at the time of its incorporation, the issued share capital of
Sheenway was held by two initial subscribers, who were both Independent Third Parties in
equal shares. On 15 July 2003, the two shares were transferred to Mr. Kwong and Bridge
Land as to one share each at par value. Bridge Land was incorporated in Hong Kong as a
limited liability company on 15 August 1991 and its entire issued share capital was
beneficially owned as to 5,000 shares by Fortune Peace and as to two shares by Mr. Tony
Wong. Sheenway commenced business in 2003. On 1 April 2005, Sheenway changed its
name to UEWL.

On 18 May 2011, the authorised share capital of UEWL was increased from
HK$10,000 to HK$100,000 by the creation of 90,000 shares of HK$1.00 each. On the same
day, UEWL allotted and issued 44,999 shares and 44,999 shares to Bridge Land and Mr.
Kwong, respectively.

The following diagram sets out the beneficial shareholding structure of UEWL before
the Reorganisation:

Mr. Kwong Mr. Tony Wong Mr. Andy Wong

100%

Fortune Peace

0.04%

| 99.96%

Bridge Land

0
50% 50%

UEWL

With effect from 3 March 2014, pursuant to section 135 of the Companies Ordinance,
the shares of UEWL shall cease to have nominal values. Save for the aforesaid, from 18
May 2011 and up to the day immediately prior to the Reorganisation, there had been no
change in the share capital and the shareholding of UEWL.
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UEWL is principally engaged in the provision of civil and plumbing engineering
contract services in Hong Kong.

Win Vision

Win Vision was incorporated in BVI on 10 August 2012 for the purpose of acting as
the intermediate company of our Group with an authorised share capital of US$50,000
divided into 50,000 shares of US$1.00 each. On 8 October 2012, Win Vision allotted and
issued three shares to Fortune Decade and 9,997 shares to Twilight Treasure at par value.
Our Company acquired the entire equity interest in Win Vision from Fortune Decade and
Twilight Treasure on 16 March 2015 by the allotment and issue of 533,300 Shares to
Fortune Decade and 466,699 Shares to Twilight Treasure. As at the Latest Practicable Date,
Win Vision is a wholly-owned subsidiary of our Company.

Kwan On - U-Tech 1

Kwan On — U-Tech 1 was formed by Kwan On and U-Tech, an Independent Third
Party, on 29 July 2012 as an unincorporated joint venture for the purpose of preparing and
submitting the joint tender and the subsequent execution of works relating to the
Replacement and Rehabilitation of Water Mains, Stage 4 Phase 1 — Mains in Shatin and Sai
Kung (contract number: 10/WSD/10) awarded by WSD.

Our Directors are of the view that tendering and execution of a project in the form of
unincorporated joint venture will help our Group obtain projects of larger size. Further
details of the mode of operation of Kwan On — U-Tech 1 can be found under the paragraph
headed “Mode of operation of Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On
— U-Tech 2” under the section headed “Business” in this prospectus.

CONFIRMATORY DEED
Our Controlling Shareholders entered into a confirmatory deed on 30 July 2013

confirming that each of them has been acting in concert with each of UEL, UECL, UEWL,
UBCL, UCRL, UFCL and Kwan On since 1 April 2011.
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REORGANISATION

For the purpose of the Listing, the following Reorganisation steps have been
implemented:

(i) Incorporation of our Company

Our Company was incorporated in the Cayman Islands on 6 December 2012 as an
exempted company with an authorised share capital of HK$380,000 divided into
38,000,000 Shares of HK$0.01 each. On the same day, our Company issued and
allotted one nil paid Share to Codan Trust Company (Cayman) Limited, which was
subsequently transferred to Twilight Treasure at nil consideration on the same date.

(ii) Incorporation of Success Ally and Decade Success

Success Ally was incorporated in BVI on 3 August 2012 for the purpose of acting
as one of the holding companies of Twilight Treasure with an authorised share capital
of US$50,000 divided into 50,000 shares of US$1.00 each. On 8 October 2012,
Success Ally allotted and issued 3,454 shares to Mr. Tony Wong, one share to Ms. Chiu
and 6,545 shares to Mr. Andy Wong at par value.

Decade Success was incorporated in BVI on 23 August 2012 for the purpose of
acting as another holding company of Twilight Treasure with an authorised share
capital of US$50,000 divided into 50,000 shares of US$1.00 each. On 8 October 2012,
Decade Success allotted and issued 1,000 shares to Mr. Kwong at par value.

(iii) Incorporation of Fortune Decade, Twilight Treasure and Win Vision

Fortune Decade was incorporated in BVI on 23 August 2012 for the purpose of
acting as one of the holding companies of our Company with an authorised share
capital of US$50,000 divided into 50,000 shares of US$1.00 each. On 8 October 2012,
Fortune Decade allotted and issued 1,000 shares to Mr. Tony Wong at par value.

Twilight Treasure was incorporated in BVI on 13 August 2012 for the purpose of
acting as another holding company of our Company with an authorised share capital of
US$50,000 divided into 50,000 shares of US$1.00 each. On 8 October 2012, Twilight
Treasure allotted and issued 1,250 shares to Decade Success and 8,750 shares to
Success Ally at par value.

Win Vision was incorporated in BVI on 10 August 2012 for the purpose of acting
as the intermediate company of our Group with an authorised share capital of
US$50,000 divided into 50,000 shares of US$1.00 each. On 8 October 2012, Win
Vision allotted and issued three shares to Fortune Decade and 9,997 shares to Twilight
Treasure at par value.
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(iv) Transfer of the beneficial interests of Success Ally from Mr. Andy Wong to
Ms. Chiu

On 10 January 2013, Ms. Chiu acquired 6,545 shares in the issued share capital of
Success Ally from Mr. Andy Wong at par value.

(v) Transfer of the beneficial interests of Success Ally from Ms. Chiu to Mr. Tony
Wong

On 21 July 2014, Mr. Tony Wong acquired 6,546 shares in the issued share
capital of Success Ally from Ms. Chiu at par value.

(vi) Acquisition of the entire equity interests in Kwan On, UEL, UECL, UEWL,
UBCL, UCRL and UFCL by Win Vision from these shareholders by way of
share swap

On 12 March 2015, Win Vision acquired the entire issued share capital in Kwan
On from KOCHL and Newtollent. Win Vision allotted and issued two shares to
Twilight Treasure at the direction of KOCHL and Newtollent as the consideration for
the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UEL
from Fortune Peace, Mr. Kwong and Mr. Tony Wong. Win Vision allotted and issued
three shares to Twilight Treasure at the direction of Fortune Peace, Mr. Kwong and Mr.
Tony Wong as the consideration for the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UECL
from Mr. Tony Wong, Fortune Peace and Garwealth. Win Vision allotted and issued
three shares to Twilight Treasure at the direction of Mr. Tony Wong, Fortune Peace and
Garwealth as the consideration for the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UEWL
from Bridge Land and Mr. Kwong. Win Vision allotted and issued two shares to
Twilight Treasure at the direction of Bridge Land and Mr. Kwong as the consideration
for the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UBCL
from Mr. Tony Wong. Win Vision allotted and issued one share to Fortune Decade at
the direction of Mr. Tony Wong as the consideration for the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UCRL
from Mr. Tony Wong and Ms. Chiu. Win Vision allotted and issued two shares to
Twilight Treasure at the direction of Mr. Tony Wong and Ms. Chiu as the consideration
for the said acquisition.

On 12 March 2015, Win Vision acquired the entire issued share capital in UFCL

from Mr. Tony Wong. Win Vision allotted and issued one share to Fortune Decade at
the direction of Mr. Tony Wong as the consideration for the said acquisition.
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After completion of the above transfer, Mr. Andy Wong, Mr. Newton Wong and
Ms. Chiu have ceased to be direct or indirect shareholders of our Group. Ms. Chiu,
who has been a director of UCRL during the Track Record Period and as at the Latest
Practicable Date and will continue to be so after the Listing, Mr. Andy Wong and Mr.
Newton Wong have not or will not have any involvement in our Group before and after
the Listing.

(vii) Acquisition of Win Vision by our Company from Fortune Decade and
Twilight Treasure

On 16 March 2015, the authorised share capital of our Company was increased
from HKS$380,000 to HK$20,000,000 by the creation of additional 1,962,000,000
Shares. Our Company acquired the entire equity interest in Win Vision from Fortune
Decade and Twilight Treasure on 16 March 2015 by (a) the issue and allotment of
533,300 Shares to Fortune Decade and 466,699 Shares to Twilight Treasure, all
credited as fully paid; and (b) crediting as fully paid at par the one nil-paid Share held
by Twilight Treasure.

As advised by the Hong Kong Legal Advisers, so far as the laws and regulations
of Hong Kong are concerned, all necessary approvals from the relevant authorities in
Hong Kong have been obtained to effect the Reorganisation, and the Reorganisation
has complied with the relevant laws and regulations of Hong Kong and all the steps
under the Reorganisation have been legally and properly completed and settled.
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Notes:

1. In the opinion of our Directors, members of our Group were collectively controlled by Mr. Kwong and Mr.
Tony Wong’s family including Mr. Tony Wong, Mr. Newton Wong, Mr. Andy Wong and Ms. Chiu during
the Track Record Period and prior to the Reorganisation. The different shareholding structures of operating
entities of our Group by different members of Mr. Tony Wong’s family and related trust arrangements are
considered family interests as a whole and mainly for the purpose of the financial and succession
arrangements of Mr. Tony Wong’s family. Our Controlling Shareholders entered into a confirmatory deed on

30 July 2013 confirming that each of them has been acting in concert with each of UEL, UECL, UEWL,
UBCL, UCRL, UFCL and Kwan On since 1 April 2011.

2. Mr. Andy Wong is a son of Mr. Tony Wong.

3. Ms. Chiu is the spouse of Mr. Tony Wong.

Shareholding structure of our Group immediately after the Reorganisation and
immediately prior to the completion of the Placing and the Capitalisation Issue

100%
Mr. Tony Wong

Mr. Kwong

100%

Success Ally Decade Success

100% 87.5% ‘ ‘ 12.5%

Fortune Decade Twilight Treasure

53.33% 46.67%

Our Company

100%

Win Vision

100% 100% 100% 100% 100% 100% 100%

UEL UECL UEWL UBCL UCRL UFCL Kwan On

70% |

Kwan On —
U-Tech 1*
(Contract
numbered

10/WSD/10)

unincorporated joint venture
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Shareholding and corporate structure immediately after the completion of the Placing

and the Capitalisation Issue

100%
Mr. Kwong

Mr. Tony Wong

100%

Success Ally Decade Success

12.5%

100% ‘
87.5%

Twilight Treasure Public

Fortune Decade

25%

40.41% ‘
34.59%

Our Company

100%

Win Vision

100% 100% 100% 100% 100% 100% 100%

UBCL UCRL UFCL Kwan On

UEL UECL UEWL

70% |

Kwan On —
U-Tech 1*
(Contract
numbered
10/WSD/10)

* unincorporated joint venture
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OVERVIEW

We are principally engaged as a main contractor in the provision of (i) waterworks
engineering services; (ii) road works and drainage services; (iii) LPM Services; and (iv)
building works in Hong Kong. We are also engaged in site formation works for the public
and private sectors in Hong Kong.

Kwan On, a member of our Group, is one of the Group C contractors (confirmed) for
waterworks engineering services and one of the Group C contractors (confirmed) for road
works and drainage services. Group C contractors are the highest ranking contractors in
terms of tender limits, and can tender for public works with contracts sum of any value
exceeding HK$185 million. Kwan On is also one of the Group A contractors (probationary)
for building works and Group B contractors (confirmed) for site formation works. In
addition, Kwan On is one of the contractors on the Specialist List for “Landslip Preventive/
Remedial Works to Slopes/Retaining Walls” category. Members of our Group also hold other
licences and certificates granted by BD and EMSD. Please refer to the paragraph headed
“Licences and certificates held by our Group” below under this section for further details.

During the Track Record Period, most of the works undertaken by us were civil
engineering projects for WBDB. Revenue generated from Government contracts, including
those awarded by WSD, CEDD, ArchSD and DSD, represented approximately 95.5%, 97.7%
and 99.8% respectively of our total revenue for each of the two years ended 31 March 2014
and the six months ended 30 September 2014. The duration of our projects for the public
sector generally ranged from 5 months to 48 months, depending on the size of the contract
and the complexity of the works undertaken. Projects undertaken by us for the private sector
generally included slope stabilization, upgrading and remedial works for HA, school,
hospital and private residence.

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

Six months ended

Year ended 31 March 30 September
Types of services 2013 2014 2013 2014
HKS$’000 HKS$’000 HK$’000 HK$’000
(Unaudited)
Waterworks engineering services 158,892 208,084 87,007 119,767
Road works and drainage services 43,237 107,914 31,981 135,043
LPM Services 109,751 63,335 31,116 74,603
Building works — 13,950 3,381 2,950

311,880 393,283 153,485 332,363
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During the Track Record Period and up to the Latest Practicable Date, we had
completed 13 projects for both the public and private sectors in Hong Kong with a total
value of works certified of approximately HK$833.91 million. As at the Latest Practicable
Date, we had 13 projects in progress, of which 10 were tendered by Kwan On and 3 were
tendered by our Group’s joint venture or joint operations. For details of the projects
undertaken by us, please refer to the sub-section headed “Contracts completed and contracts
in progress” under this section below.

Depending on our manpower availability, the expertise required, the level of
complexity of works involved, cost effectiveness and licencing requirements, we may
appoint subcontractors to carry out certain parts of the contracts works. We have maintained
a list of approved subcontractors, the selection of which are based on a set of criteria
including previous job references, reputation in the industry, price competitiveness, quality
of work and skill sets of workers of the subcontractors. As at the Latest Practicable Date,
there were over 20 subcontractors on our list of approved subcontractors, with our five
largest subcontractors having maintained business relationship with us for up to nine years.
In order to closely monitor the performance of the subcontractors and to ensure that the
subcontractors comply with the requirements and provisions set out in the respective main
contracts and the relevant laws, rules and regulations, we have specific subcontractor
management plan for each contract undertaken by us. Our project manager is responsible for
supervising and monitoring the works provided by our subcontractors and for ensuring their
compliance with the requirements and provisions of the respective main contracts and the
relevant laws, rules and regulations. For details of the arrangement between our
subcontractors and us, please refer to the sub-section headed “Control over subcontractors”
under this section below.

During the Track Record Period, the principal construction materials used by our
subcontractors and us include various kinds of pipes (including mild steel pipes, ductile iron
pipes and polyethylene pipes), fittings, steel bars, concrete and asphalt, which are sourced
from a number of suppliers. During the Track Record Period, there were more than 200
materials suppliers on our approved list of suppliers, with our five largest suppliers having
maintained business relationship with us for up to nine years. Before admitting a supplier to
our approved list, we will take into account a host of factors including its product quality,
punctuality of delivery, job references and reputation in the industry. Please refer to the
paragraph headed ‘“Material suppliers” under the sub-section headed “Suppliers” in this
section below.
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MAJOR SERVICES
Waterworks engineering services

Our waterworks engineering services mainly involve the replacement and rehabilitation
of aged water mains, including laying associated service pipes and making service
connections to the water mains. Our services also include construction of pumping stations,
service reservoirs, mainlaying and all the associated civil, structural, geotechnical,
landscaping, electrical and mechanical works including site formation, excavation, pipe
jacking, and permanent and temporary accesses.

Set out below are the main types of our waterworks works:

1. Laying of water mains
Contract number: 10/WSD/10
Replacement and rehabilitation of

water mains, Stage 4 Phase 1 — mains
in Shatin and Sai Kung

2. Construction of pumping stations

Contract number: 6/WSD/06
Construction of salt water supply
system for Penny’s Bay

3. Construction of service reservoirs

Contract number: 6/WSD/11
Construction of water supply system to
housing development at Anderson
Road
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Road works and drainage services

Our road works and drainage services generally include construction of local roads
with junction improvement and the associated footpaths and planting areas; restoration of
area; slope stabilisation works; and construction of associated drains, sewers and water
mains and landscaping works.

Set out below are the main types of our road and drainage works:

1. Construction of local roads with
junction

Contract number: TK/2008/01

Tseung Kwan O Development — Site
Formation and infrastructure works at
Pak Shing Kok

2. Construction of associated drains,
sewers and water mains and
landscaping works

Contract number: TK/2008/01

Tseung Kwan O Development — Site
Formation and infrastructure works at
Pak Shing Kok
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LPM Services

Our LPM Services generally include upgrading of slopes and retaining walls,
installation of soil nails and raking drains, rock slope stabilisation works and slope cutting
in association with surface drainage channel construction and landscaping works.

Set out below are the main types of our LPM Services:
1. Slope maintenance

Contract number: GE/2011/03

Landslip Prevention and Mitigation
Programme, 2008, Package C, landslip
prevention and mitigation works in
Kowloon and Hong Kong

2. Installation of soil nails

Contract number: GE/2011/03

Landslip Prevention and Mitigation
Programme, 2008, Package C, landslip
prevention and mitigation works in
Kowloon and Hong Kong
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Site formation works

Site formation works broadly involve demolition of existing structures, excavation to
the design formation level and/or filling to form a new site for later development and
associated drainage and slope stabilization works.

Set out below is the main type of our site formation works:
1. Site formation works
Contract number: TK/2008/01
Tseung Kwan O Development — Site

Formation and infrastructure works at
Pak Shing Kok

Building works

General building contractors may carry out general building works and street works
which do not include any specialised works designated for registered specialist contractors.
We provide building works for both the public and private sectors in Hong Kong.

Our Directors consider that the financial, technical and management requirements for a
contractor to engage in civil engineering projects for the public sector in Hong Kong create
effective barriers to international and local contractors who are not currently on the
Contractor List and Specialist List from entering the sector. Our Directors also consider that
the contract sums of civil engineering projects for the public sector in Hong Kong are
always larger than those of projects for the private sector. As such, we focus on undertaking
civil engineering projects for the public sector in Hong Kong and our revenue is largely
derived from the provision of waterworks engineering services, road works and drainage
services and LPM Services for the public sector in Hong Kong during the Track Record
Period.
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COMPETITIVE STRENGTHS

Our Directors believe that with our experienced management team and extensive
project experience in the implementation of waterworks projects, road works and drainage
projects and landslip preventive and mitigative projects, our Group has established a
reputation in the civil engineering and construction industry in Hong Kong. In particular, our
Directors believe that our Group possesses the following competitive strengths:

Established operating history and proven track record

We have an operating history of over 30 years. Since the acquisition of Kwan On in
1993, we have undertaken more than 30 projects including civil engineering contracts of
waterworks engineering, roads and drainage works and landslip preventive and mitigative
works in Hong Kong. Kwan On’s quarterly performance ratings as appraised by WBDB were
above the industry averages in the recent ten consecutive quarters up to the third quarter of
2014. Our Directors consider that our proven track record and our ability to execute works
of satisfactory quality are the crucial factors to our success in the industry.

Diversified experience and capabilities

We are one of the Group C contractors (confirmed) for waterworks and one of the
Groups C contractors (confirmed) for road works and drainage services on the Contractor
List. As at the Latest Practicable Date, there were 22 and 41 Group C contractors
(confirmed) under the categories of “Waterworks” and “Roads and Drainage”, respectively,
in the Contractor List. We are also one of the Group A contractors (probationary) for
building works and Group B contractors (confirmed) for site formation works on the
Contractor List. In addition, we are one of the approved specialist contractors on the
Specialist List for LPM Services. We also possess other licenses granted by BD and EMSD
which could benefit us to obtain contracts from the private sector. Details of the licences
and certificates held by us are set out in the subsection headed “Licences and certificates
held by our Group” under this section below. Throughout the years of operations, we have
accumulated experience in a variety of civil engineering projects, including waterworks
projects, road works and drainage projects and landslip preventive and mitigative projects.
Our Directors consider that with the abovementioned qualifications and accumulated
experiences, we will be able to continue undertaking civil engineering projects of various
kinds.

Experienced management team

Our management team has extensive experience in the civil engineering industry. Mr.
Tony Wong, who is an executive Director, has more than 20 years of experience in handling
various civil engineering projects in Hong Kong. Mr. Kwong and Mr. Chung, both are
executive Directors, have more than 20 years of experience in the construction industry in
Hong Kong respectively. As at the Latest Practicable Date, all members of our senior
management team had received tertiary education and/or above or obtained professional
qualifications. For further details of the biographies and relevant industry experience of our
management team, please refer to the section headed “Directors and senior management” in
this prospectus. Our Directors consider that the qualifications and experience of our senior
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management team help us formulate competitive tenders, which are essential to securing new
contracts, and in carrying out efficient and timely implementation and management of
project works.

Stable relationships with our subcontractors and construction materials suppliers

We have established stable business relationships for up to nine years with our five
largest subcontractors during the Track Record Period. Having stable working relationship
with our subcontractors enables us to have comprehensive assessment of their ability and
quality of works and also allows us to enjoy stable subcontracting services. We also
maintain stable relationships for up to nine years with our five largest materials suppliers
during the Track Record Period to ensure adequate supply of materials to us, in terms of
both quality and quantity. Please refer to the sub-section headed “Suppliers” under this
section below for further details.

BUSINESS STRATEGIES

Our business objective is to achieve sustainable growth in our current businesses by
strengthening our position as a main contractor in the provision of civil engineering services
in Hong Kong. We intend to achieve our business objective by pursuing the following
strategies:

Expanding our business scale and diversifying our source of income

Kwan On was upgraded to Group C contractor (confirmed) under the “Roads and
Drainage” category and Group B contractor (confirmed) under the “Site Formation” category
on 26 February 2013 and 19 June 2013 respectively, which has further enhanced our ability
to tender for and secure works projects with larger contract values under these two
categories. Our Directors plan to expand our business scale through securing more works
contracts with contract sum of HK$300 million or above and diversify our source of income
by tendering for more contracts originated from CEDD and DSD in view of the upcoming
opportunities arising from projects and continuous capital expenditure from the two
departments. Please refer to the section headed “Industry Overview” in this prospectus for
the details of works and opportunities under the aforesaid two departments.

Further strengthening our manpower

Apart from the requirements on the employed capital and working capital, Kwan On is
also required to employ a minimum number of full time management and technical
personnel with the necessary qualifications as stipulated in the ETWB Handbook in order to
be retained on the Contractor List (both on confirmed and probationary status). As such,
with the expansion of our business scale in the future, we plan to recruit additional
management and technical personnel to fulfill the requirements for retaining on the
Contractor List. In addition, in order to uphold the work quality of the projects undertaken
by our Group and to provide a safety and healthy working environment for our workers,
subcontractors and the public, we intend to recruit additional personnel to strengthen our
quality assurance and safety teams.
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Acquisition of additional equipment and machinery to strengthen our ability of project
implementation

We intend to source and purchase additional equipment and machinery to strengthen
our project implementation ability in anticipation of the expansion of our business scale in
the future. Such equipment and machinery include but are not limited to excavator, air
compressor and crane. We intend to allocate approximately HK$2.1 million or approximately
8.0% of the net proceeds from the Placing for the acquisition of additional equipment and
machinery. Please refer to the section headed “Statement of business objective and use of
proceeds” in this prospectus for details of the relevant time frame, estimate capital
expenditure and implementation plan.

As at the Latest Practicable Date, we have not identified any target for acquisition and
do not have any acquisition plan.

LICENCES AND CERTIFICATES HELD BY OUR GROUP

The following tables summarise the details of the licences held by the members of our
Group as approved contractors as at the Latest Practicable Date:

Relevant Licence/
authority Relevant List Certificate Holder Date of Expiry
(Note 7)
WBDB Approved Contractors for ~ Group C Kwan On Not applicable
Public Works (confirmed)
— Waterworks Category (Notes 1, 2
and 8)
WBDB Approved Contractors for ~ Group C Kwan On Not applicable
Public Works — Roads (confirmed)
and Drainage Category (Notes 1, 3
and 8)
WBDB Approved Contractors for ~ Group B Kwan On Not applicable
Public Works - Site (confirmed)
Formation Category (Notes 1, 4
and 8)
WBDB Approved Contractors for ~ Group A Kwan On Not applicable
Public Works — (probationary)
Buildings Category (Notes 1, 5
and 8)
WBDB Approved Suppliers of Confirmed Kwan On Not applicable

Materials and Specialist (Note 6)
Contractors for Public

Works — Landslip
Preventive/Remedial

Works to Slopes/

Retaining Walls
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Notes:

The financial criteria for retention on the Contractor List for the respective categories (on confirmed
and probationary status) are established by WBDB. Such financial criteria primarily concern the
levels of employed capital and working capital of a contractor. To ascertain that the required financial
criteria and requirements are met, our Group is required to:

(a)  submit the original or a certified true copy of their latest audited accounts;
(b)  submit certified statements of outstanding workload;

(c)  provide supplementary information as and when required to enable WBDB to carry out ad hoc
financial assessment; and

(d)  answer all reasonable enquiries from WBDB.

Apart from the aforesaid financial criteria, our Group is also required to employ a minimum number
of full time management and technical personnel with the required qualifications as stipulated in the
ETWB Handbook in order to be retained on the Contractor List (on confirmed and probationary
status).

As at the Latest Practicable Date, the minimum management and technical personnel criteria for the
“Waterworks” category were fulfilled by Mr. Tony Wong and Mr. Kwong, respectively.

As at the Latest Practicable Date, the minimum management and technical personnel criteria for the
“Roads and Drainage” category were fulfilled by Mr. Tony Wong and Mr. Sit Cheung Yee, Simon,
project manager of our Group, respectively.

As at the Latest Practicable Date, the minimum management and technical personnel criteria for the
“Site Formation” category were fulfilled by Mr. Tony Wong and Mr. Chung, respectively.

As at the Latest Practicable Date, the minimum management and technical personnel criteria for the
“Buildings” category were fulfilled by Mr. Tony Wong and Mr. Mak Kam Ho, Danny, procurement
manager (building materials and plants) of our Group, respectively.

As at the Latest Practicable Date, the minimum management and technical criteria for the “Landslip
Preventive/Remedial Works to Slopes/Retaining Walls” category were fulfilled by Mr. Tony Wong and
our other employees respectively.

These licences granted by WBDB do not have specified expiry dates and their retention are subject to
fulfillment of criteria provided in the ETWB Handbook and regulatory actions taken by WBDB.

Apart from Mr. Tony Wong, the Group have submitted the proposed nomination letter to
Development Bureau, Government Secretariat in relation to the nomination of Ms. Tai Mei Kiu and
Dr. Wong Chun Hung, who can fulfil the requirement as stipulated in the ETWB Handbook, as top
management in addition to Mr. Tony Wong.
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Relevant Date of

authority Type of registration Holder registration Date of expiry

BD Registered Specialist Kwan On 8 June 2000 28 March 2015
Contractor — (Note)
Demolition

BD Registered Specialist Kwan On 8 June 2000 13 March 2018
Contractor —
Foundation

BD Registered General Kwan On 27 October 4 November
Building Contractor 2005 2017

BD Registered Specialist Kwan On 26 May 2000 25 February
Contractor — Site 2018
Formation

BD Registered Specialist UEL 28 January 3 December
Contractor — 2002 2016
Demolition

BD Registered General UEL 30 October 6 November
Building Contractor 2000 2015

BD Registered Specialist UEL 19 March 2001 25 July 2016
Contractor — Site
Formation

EMSD Registered Electrical UEL 20 November 19 November
Contractor 1998 2016

Note: Pursuant to section 8C(2)(c) of the Building Ordinance, a registered contractor shall apply to the BD
for renewal of registration not later than 28 days prior to the date of expiry of the registration. As at
the Latest Practicable Date, applications for renewal in respect of these registration have been
submitted to BD.

As advised by the Hong Kong Legal Advisers, provided that Kwan On and UEL fulfill
all prerequisite requirements as set out by the relevant authority, there is no legal
impediment for Kwan On and UEL to renew the requisite licences upon their expiry. The
respective Government departments will issue reminders for renewal of our licences before
their expiry dates. Our Administration Department will arrange the application for renewal
accordingly before expiry.

Our Directors confirm that each member of our Group has been granted all the required
licences and approvals for carrying on our business activities and confirm that such required
licences and approvals were valid and subsisting as at the Latest Practicable Date. Up to the
Latest Practicable Date, our Group did not have any historical incidents of non-satisfaction
of the statutory minimum employed capital and working capital requirements for
maintenance of our approved contractor status.

- 111 -



BUSINESS

During the Track Record Period, our contracts for public sector were tendered by and
awarded to (i) Kwan On, a member of our Group which held the licences granted by
WBDB; or (ii) an unincorporated joint venture formed by Kwan On and U-Tech, namely
Kwan On — U-Tech 1; or (iii) the joint operations formed by Kwan On and its business
partners, namely Kwan On — China Geo and Kwan On — U-Tech 2. When a contract is
awarded to Kwan On, Kwan On may undertake the contract works by itself or subcontract
the contract works to any one of UEL, UECL and UEWL. Contractors who tender for
contracts from the Government are required to hold the relevant licences granted by WBDB
as approved contractors. Contractors are not required to subcontract works only to
subcontractors which are holders of the relevant licences granted by WBDB as approved
contractors. Accordingly, other subsidiaries of our Group, which act as subcontractors of
Kwan On in the execution of works contracts, are not required to obtain licences granted by
WBDB. As for contract 10/WSD/10, Kwan On — U-Tech 1 undertakes part of the works
while subcontracts the remaining works to subcontractors and U-Tech is one of its
subcontractors. As for contracts 4/WSD/11 and 9/WSD/13, the joint operations subcontract
all of the works to subcontractor(s) who will be responsible for the necessary labour, plant,
materials and all the expenses to complete the project. Further details of Kwan On — U-Tech
1, Kwan On — China Geo and Kwan On — U-Tech 2 can be found under the subsection
headed “Mode of operation of Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On
— U-Tech 2” in this section below.

CONTRACTS COMPLETED AND CONTRACTS IN PROGRESS

During the Track Record Period, most of the works undertaken by us were civil
engineering projects for the public sector. The duration of our projects in the public sector
generally ranged from 5 months to 48 months, depending on the size of the contract and the
complexity of the works undertaken. Projects undertaken by us for the private sector
generally included slope stabilisation, upgrading and remedial works for HA, school,
hospital and private residence.

Contracts completed

Set out below are the details of the contracts completed by us during the Track Record
Period and up to the Latest Practicable Date:

Amount of works  Reason(s) for

Contract Contract period Time of completion certified  extension of time

number Customer  Particulars of the contract (Note 1) (Note 2) (Note 3)  (Note 10)

SX X121 ArchSD Slope upgrading works of 17 August 2011 to 18 July 2012 HK$12.83 million ~ Inclement weather
geotechnical feature 12 May 2012 and variation
No.11SE-A/F435 at the orders

Woodside, Mount Parker
Road

YL/2008/01 CEDD Kau Hui Development, 12 September 2011 to 9 July 2013 HK$2.66 million ~ Variation orders
Engineering Works in Area 9 July 2013
16, Yuen Long, Phase 2 (Note 9)
Extension of Road L3

TK/2008/01 CEDD Tseung Kwan O Development 27 March 2009 to 26 September 2012 HK$166.72 million  Inclement weather,
- Site Formation and 21 September 2012 variation orders
infrastructure works at Pak and unpredictable
Shing Kok obstructions
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Contract
number

20090074

Not applicable

GE/2011/03

DC/2009/25

24/WSD/09

YL/2009/01

20100095

26/WSD/06

11/WSD/08

SD B807

Total

Customer

HA

Tung Wah

Hospital

CEDD

DSD

WSD

CEDD

HA

WSD

WSD

ArchSD

Particulars of the contract

Landslip preventive works for
slopes and retaining walls
- Term contract for slop
maintenance and
improvement works for
Region D

Slope upgrading works for
Feature No.11SW-A/CR82
at Tung Wah Hospital, 12
Po Yan Street, Sheung
Wan, Hong Kong

Landslip Prevention and
Mitigation Programme,
2008, Package C, Landslip
Prevention and Mitigation
Works in Kowloon and
Hong Kong Island

Construction of Intercepting
Drains at Shun Tat Street,
Tuen Mun and Remaining
Works at Sha Po Tsuen,
Yuen Long

Salt Water Supply for
Northwest New Territories
- Construction of Tan Kwai
Tsuen Salt Water Service
Reservoir and Associated
Works

Hang Hau Tsuen Channel at
Lau Fau Shan

Underground Utilities
Investigation Term Contract
(2011-2013)

Replacement and
Rehabilitation of water
Mains, Stage 2, Mains in
Wong Tai Sin, Kowloon
Bay and Kwun Tong

Replacement and
Rehabilitation of water
Mains, Stage 3 - Mains in
HK Zoological & Botanical
Gardens & Mid-level Areas

Demolition of Block B of
ex-Kennedy Town police
married quarters, Kennedy
Town, Hong Kong

Contract period
(Note 1)

7 December 2009 to
7 June 2012

27 September 2010 to
26 April 2011

27 October 2011 to
25 April 2013

12 September 2011 to
15 November 2012
(Note 9)

11 January 2010 to
11 October 2012

29 December 2009 to
27 December 2012

31 August 2011 to
31 August 2013

6 June 2007 to
4 April 2011

4 May 2009 to 2 May
2012

24 September 2013 to
19 August 2014
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Time of completion
(Note 2)

14 March 2013

4 June 2012

(Note 7)

17 July 2013

19 August 2013

12 November 2013

30 May 2013

31 August 2013

4 July 2011

30 April 2012

27 November 2014
(Note 13)

Amount of works
certified
(Note 3)

HK$27.12 million

HK$4.81 million

HK$60.95 million

HKS$10.89 million

HKS$105.83 million

HK$79.41 million

HKS$8.22 million

HK$217.93 million

HK$125.72 million

HK$10.82 million

HK$833.91 million
I

Reason(s) for
extension of time
(Note 10)

Inclement weather
and variation
orders

Inclement weather
and variation
orders

Inclement weather,
variation orders
and identification
of potential
unexploded
ordinance

Inclement weather
and variation
orders

Inclement weather
and variation
orders and
unpredictable
obstructions

Inclement weather
and variation
orders

Not applicable

Inclement weather

Non-possession of
site, late issuance
of excavation
permit and
variation orders

Not applicable
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Notes:

10.

11.

12.

Contract period is the period from the date of commencement under the notice for commencement of
works issued by the customer or the date of novation agreement (whichever is applicable) to the
original contract completion date provided in the contract or works order for projects with HA.

Time of completion is determined with reference to the report on contractor’s performance issued by
relevant customer except for contract 20100095, YL/2008/01 and 26/WSD/06 and explicitly excludes
maintenance period/defect liability period. For contract YL/2008/01, which is a novated contract, time
of completion is determined with reference to the notification of expiry of the maintenance period for
the works except landscape works. For contract 26/WSD/06, the time of completion indicated the
expiry of contract period, actual works were completed in December 2012. For contract 20100095,
the time of completion refers to the ending date of the relevant contract period.

Amount of works certified is based on the certificates of payment received from the relevant
customer up to the Latest Practicable Date.

The estimated contract sum is based on (i) the tender sum awarded and gazetted; (ii) the estimated
final contract sum (for WBDB jobs) in the report on contractor’s performance, adjusted based on
drawings, variation orders, proposed works and related information provided by customers whichever
is the latest; or (iii) budget forecast prepared by our Quantity Surveying and Tendering Department.
For HA jobs, the estimated contract sum is based on the tender sum or aggregate of estimated value
of works order issued by HA if the amount of works orders received exceeds the original tender sum.

The percentage of works certified as at the Latest Practicable Date is based on the certificates issued
by the customer on the relevant projects. It represents the amount of works certified as a percentage
of the estimated contract sum. For details of contract certification and payment, please refer to the
paragraph headed “Application for contract payment and certification” under the sub-section headed
“Operations” in this section below.

Kwan On — U-Tech 1 is an unincorporated joint venture formed between Kwan On and U-Tech, in
July 2011 for the purpose of submitting tenders and the subsequent execution of the works relating to
the contract 10/WSD/10. Please refer to the paragraph headed “Kwan On — U-Tech 1” under the
section headed “History and development” in this prospectus and the sub-section headed “Mode of
operation of Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On — U-Tech 2” under this
section headed below for details.

For private sector works, completion is by reference to final payment certificate.

The extended completion date of 15 January 2015 was the date previously agreed with the customer.
We had applied to the customer for a further extension of time and such application was being
considered by the customer as at the Latest Practicable Date.

Novated contracts.

To provide for certain unforeseen circumstances which are beyond the control of the contractor, an
“extension of time” clause may be included in contracts for public sector. In addition, a clause in
relation to “extension of time” may be included for both public and private works arising out of
variation orders.

Kwan On — China Geo is a joint operation formed between Kwan On and China Geo in August 2013
for the purpose of preparing and submitting the tender relating to the contract 4/WSD/11. Please refer
to the paragraph headed “Kwan On - China Geo” under the section headed “History and
development” in this prospectus and the sub-section headed “Mode of operation of Kwan On —
U-Tech 1, Kwan On — China Geo and Kwan On — U-Tech 2” under this section below for details.

Kwan On- U-Tech 2 is a joint operation formed between Kwan On and U-Tech in December 2013
for the purpose of preparing and submitting the tender relating to the contract 9/WSD/13. Please refer
to the paragraph headed “Kwan On — U-Tech 2” under the section headed “History and development”
in this prospectus and the sub-section headed “Mode of operation of Kwan On — U-Tech 1, Kwan On
— China Geo and Kwan On — U-Tech 2” under this section below for details.
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13.

14.

We had notified the customer for substantial completion of the works on 9 August 2014 and the
certificate of completion was issued by the customer on 4 March 2015 to certify the works being
completed on 27 November 2014.

The estimated total revenue represents our Group’s participating interest in the estimated contract
sum for contract 4/WSD/11 or contract 9/WSD/13 (as the case may be) pursuant to the terms of the
agreement entered into between Kwan On and the relevant joint operator, which has been accounted
for and recognised as the revenue of our Group in accordance with HKFRS 11. Expenses incurred by
the relevant joint operation are recognised in our Group’s financial statements as cost of services
based on our Group’s participating interests in the relevant joint operation as aforesaid. Hence, the
profit attributable to our Group from contracts 4/WSD/11 and 9/WSD/13 will be the revenue less the
expenses recognised respectively.

For further details of the respective accounting treatments of our joint venture and joint operations,

please refer to the sub-section headed “Mode of operation of Kwan On — U-Tech 1, Kwan On —
China Geo and Kwan On — U-Tech 2” under this section below.
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OPERATIONS

We are principally engaged as a main contractor in the provision of (i) waterworks
engineering services; (ii) road works and drainage services; (iii) LPM Services; and (iv)
building works in Hong Kong. We are also engaged in site formation works for the public
sector in Hong Kong.

The typical operational procedures for the abovementioned types of our principal
business are largely identical. The following diagram illustrates the typical operational

procedures undertaken by us:

Time line (Note)

TR approximate
Project identification (app )
\l’ Three to six
Preparation and submission of tender months
document or quotation
\l’ Three months
Award of contracts by our customer
Two weeks
\4
Formation of project management team
Procurement of required Assignment of works to
materials appointed subcontractors
\ll \l/ depending on
duration of the
Project implementation by Project implementation by project
direct labour of our Group subcontractors
v Four weeks
Inspection
\b Two days
Application for contract payment and certification
21 days
Release of payment by our customer
v 30 days
Release of payment to our subcontractors (if any)

Note: The time line may vary for different projects depending on factors such as terms of contract, nature
of works and other unforeseeable circumstances.
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Project identification

Projects for the public sector in Hong Kong are generally identified by our Quantity
Surveying and Tendering Department through reviewing the Government Gazette and the
Government’s website on which tender notices from different Government departments are
published. A typical tender notice includes brief description of the works required, the
expected commencement date and contract period, the contact details of the relevant parties
from which forms of tender and further particulars of the project may be obtained and the
closing time and date of the tender. Information in respect of projects for the private sector
in Hong Kong subject to tender may be received directly from clients by way of invitation
letters, phone calls or verbal invitation.

Preparation and submission of tender document or quotation

Once the tender documents including the forms of tender and further particulars from
the Government department concerned or clients in private sector are obtained by us, our
Quantity Surveying and Tendering Department will commence preliminary work for the
preparation of tender submissions such as understanding the specifications and requirements
of the project by visiting the site at which the project is to be undertaken. Depending on the
complexity of the project, external consultants such as architects, engineers and costing
consultants may be engaged by us.

Market information and data relevant to our business and, in particular, preparation of
tenders such as price trend of construction materials, wage trend and our tender record are
maintained and updated regularly by us to facilitate the preparation of competitive tenders.
After conducting the aforesaid analysis, our quantity surveyor will prepare a preliminary
pricing list with the preliminary prices for each item inserted in the bill of quantities and
submit to our contract manager for review. Our contract manager will scrutinise the
preliminary pricing list and bill of quantities and make adjustments (if necessary) based on
experience and recent market information for final review and approval of our executive
Directors. As at the Latest Practicable Date, there were 12 staff in our Quantity Surveying
and Tendering Department headed by a quantity surveying manager.

For contracts for the public sector in Hong Kong, we, through Kwan On, which holds
the licences granted by WBDB or through the joint venture or the relevant joint operation
formed by Kwan On and its business partner, will submit the tender documents to the
Government upon finalising the bill of quantities and other documents required for
submission. In order to be recommended for the award of a contract, our Accounting
Department will in connection with the tender for each public sector works contract also
submit the original or a certified true copy of the latest audited accounts and Ilatest
half-yearly management accounts, certified statements of outstanding workload and
supplementary information of Kwan On and respond to all reasonable enquiries from the
Government to demonstrate that the requisite amount of employed and working capital is
met. The employed capital and working capital requirements are determined based on the
latest statement of outstanding workload and would take into account the annual value of the
new tender. In addition, our Accounting Department will from time to time review the level
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of employed capital and working capital, which will also be subsequently reviewed by Mr.
Tony Wong, one of our executive Directors, to ensure that the requisite financial criteria and
requirement are met at all times.

We will submit the duly completed form of tender together with quotation, bill of
quantities or other documents required directly to our private sector clients for bidding
contracts.

A table summarizing the number of tenders submitted by, and awarded to, our Group
and the overall success rate for each of the two years ended 31 March 2014 and since 1
April 2014 to the Latest Practicable Date is set out below:

Number

Number of Overall

of tenders contracts success

submitted awarded rate

(%)

Year ended 31 March 2013 20 2 10.0

Year ended 31 March 2014 34 8 23.5
From 1 April 2014 to the Latest Practicable

Date 29 2 6.9

Kwan On was upgraded to Group C contractor (confirmed) under the “Roads and
Drainage” category on 26 February 2013 and thus the number of tenders submitted for
works contracts under such category was increased during the year ended 31 March 2014.
Our Directors consider that there is no assurance that the tenders submitted by us are
competitive and contracts will be awarded to us. Accordingly, there is no assurance that the
tender success rate will improve in the future. In the event that we are unsuccessful in
tendering, we will review our tendering strategies and will continue to prepare and submit
tenders for projects that we consider are profitable in the future.

Award of contracts by our customer

Award of contracts is generally notified to us by a letter of acceptance for both public
and private sectors in Hong Kong and is also published in the Government Gazette for
public sector contracts. To formalise the award of contracts for the public sector in Hong
Kong, an article of agreement incorporating terms and conditions specified in the general
and special conditions of contract, the tender, the bill of quantities and other tender
documents will be executed between the Government and our Group. When a contract is
awarded to Kwan On, Kwan On may undertake the contract by itself or subcontract the
contract works to any one of UEL, UECL and UEWL or other subcontractors. During the
Track Record Period, 3 contracts (contracts 10/WSD/10, 4/WSD/11 and 9/WSD/13) were
awarded to the joint venture or joint operations formed by Kwan On and its business
partners, namely, Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On — U-Tech 2.
As for the contract 10/WSD/10, Kwan On — U-Tech 1 undertakes part of the works while
subcontracts the remaining works to subcontractors and U-Tech is one of its subcontractors.
As for the contracts 4/WSD/11 and 9/WSD/13, the joint operations subcontract all of the
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works to subcontractor(s) who will be responsible for the necessary labour, plant, materials
and all the expenses to complete the project. For further details of the Kwan On — U- Tech
1, Kwan On — China Geo and Kwan On — U-Tech 2 please refer to the sub-section headed
“Mode of operation of Kwan On — U-Tech 1, Kwan On — China Geo and Kwan On —
U-Tech 2” under this section below.

Formation of project management team

Once a contract is awarded and the relevant article of agreement has been executed, a
project management team will be formed which typically comprises full-time staff of our
Group, including but not limited to a project manager, a site agent, quantity surveyor(s), site
engineer(s), a site foremen, a safety officer, an environmental officer and workers.
Depending on the nature of project, the project management team may also involve a
technical manager, a traffic arrangement implementation co-coordinator and an excavation
permit application controller. The project management team is also responsible for obtaining
approvals, permits, licenses and certificates required by the Government for the contract.
The site agent will be responsible for the on-site supervision, work progress monitoring,
issues resolution and the overall co-ordination of the day-to-day work of the project.

Procurement of required materials

The project management team will prepare works programmes, material procurements
and the construction equipment specifically required for the project. Material requests will
be made accordingly by the project management team to our Purchasing Department
whereby our Purchasing Department will solicit quotations from the suppliers on our
approved list for the requested materials and equipment. We will then submit a proposal
together with the certificates and catalogues of the materials manufacturer, technical data
sheets and test certificates for the materials and job references of the material supplier to
our customer for approval before using such material. The customer may review and approve
the aforesaid proposal subject to the test results and its inspection on the workmanship of
material delivered on site. Where purchase orders will be placed whenever necessary, we
will also regularly review the inventory level to ensure that a sufficient level of inventory is
maintained for implementing contract works and for contingencies. Depending on the terms
of arrangement with our subcontractors, we may be required to purchase materials for our
subcontractors for carrying out our projects which will be satisfied by our subcontractors by
way of deduction of the subcontracting fees payable by us to them from time to time.

In order to prevent costs overrun of the projects, our Group will enter into bulk
purchase contracts with suppliers of major materials to fix their prices to mitigate the risk of
subsequent price hikes. In addition, our Accounting Department will be responsible for
compiling project costs summary to monitor the actual costs incurred against income and
check for any cost overrun. Any cost overrun for the project will be investigated. The
project costs summary is required to be approved by our Group’s financial controller and
Mr. Tony Wong, one of our executive Directors.

During the Track Record Period, most of our works contracts for the public sector in

Hong Kong provide for a contract price adjustment mechanism, details of which are set out
in the paragraph headed “Contract price adjustment mechanism” under this section below.
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The sum payable in each interim payment by our customers will be increased or decreased
by a price fluctuation factor. There is no price adjustment clause stipulated in the contracts
with our subcontractors. Prior to the Track Record Period, our failure to fully shift the
additional costs in relation to project TK/2008/01 to our customer led to loss in such project.
The loss from such project had an adverse impact on our Group’s profit margin for the year
ended 31 March 2013. For further details, please refer to the section headed “Financial
Information” in this prospectus.

Assignment of works to approved subcontractors

Depending on our manpower availability, the expertise required, the level of
complexity of work involved, cost effectiveness and licencing requirements, we may appoint
subcontractors to carry out certain parts of the contract works. We have maintained a list of
approved subcontractors, the selection of which are based on a set of criteria including
previous job references, reputation in the industry, price competitiveness, quality of work
and skill sets of workers of the subcontractors. The list of approved subcontractors is
reviewed and updated when necessary based on the performance assessment of each
subcontractor by us. We generally sub-contract the works to our subcontractors by way of
negotiation.

For public sector contracts, we enter into an article of agreement for subcontracting
and for private sector contracts, we may enter into a subcontracting agreement with some of
the subcontractors appointed which generally, require such subcontractor to observe all the
requirements and provisions of the relevant main contract entered into between us and our
customers except for situations where the subcontracting rates and specifications of
subcontracted works are particularly stated in the subcontracting agreement, if any. During
the Track Record Period, certain subcontractors had not entered into any subcontracting
agreement with us, the risks associated with such omission is disclosed in the section headed
“Risk factors” in this prospectus and the corresponding recommendations are set out under
the subsection headed “Internal control” under this section below. Notwithstanding these
subcontractors had not entered into written subcontracting agreements with us, they will
normally submit written quotations to us which set out the maximum subcontracting unit
rate for their works. We will issue a payment statement to each subcontractor containing the
quantity of work done by such subcontractor, the unit rate, the value of work, retention
withheld, any materials charged back and the then net payable amount to such subcontractor
on a job basis. Our project manager is responsible for supervising and monitoring the works
provided by our subcontractors and for ensuring their compliance with the requirements and
provisions of respective main contract and the relevant laws, rules and regulations. We may
make advances to subcontractors on a short-term basis to alleviate their cash flow problems.
In the event where the collectability of advances is doubtful, the doubtful amount will be
deducted from the amount payable to the relevant subcontractor under the abovementioned
payment statement immediately and therefore no provision was made in the past due to such
advances.
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Project implementation

The project management team, headed by a project manager, is responsible for all
aspects of the project including preparation of the project plan, resources allocation, budget
monitoring and overall project execution and administration. The site agent who is normally
stationed at the site is responsible for site supervision and monitoring work progress.
Meetings between our customers and the project manager are held to review work progress,
to resolve issues identified during implementation of the project and to revise the work
program, if necessary.

Our customer may, in the course of project implementation, order variation to any part
of the works that is necessary for the completion of the works (“variation orders”). The
variation orders may include: (i) additions, omissions, substitutions, alterations, changes in
quality, form, character, kind, position, dimension, level or line; (ii) changes to any
sequence, method or timing of construction specified in the main contract; and (iii) changes
to the site or entrance to and exit from the site. Our customer’s engineer may determine the
sum of variation orders which shall be added to or deducted from the contract sum mainly
with respect to rate of works of the same or similar character as set out in the main contract.
A variation order will be notified to our site agent by a letter from our customer’ engineer
describing the detailed works to be carried out as a result of such variation order. Our
Quantity Surveying and Tendering Department will obtain quotation from subcontractors and
then prepare and submit the rate for such variation order to our customer for approval. At
the end of each month, we will apply to our customer for the amount of variation order
carried out and receive progress payment. The value of the variation orders has to be agreed
between our customers and us. However, if both parties failed to reach an agreement, our
customer’s engineer is authorized to fix the value as he thinks fit and notify us accordingly.
The principal contract terms and settlement of variation orders are generally in line with the
terms of the main contract. The financial impact of variation orders on our results is
disclosed in the sub-section headed “Significant factors affecting operating results and
financial conditions of our Group” and the paragraphs headed “Comparison of the year
ended 31 March 2014 and 31 March 2013” on pages 232 to 233 and paragraphs headed
“Comparison of the six months ended 30 September 2013 and 30 September 2014 on pages
235 to 236 under the section headed “Financial Information” in this prospectus.

Inspection

During the course of project implementation, our quantity surveyor will conduct
inspection on all works completed on a regular basis to ensure that the works performed by
our Group comply with the requirements as set out in the relevant contract. At the request of
our customers, further inspection may be conducted together with the customers’
representative.

Application for contract payment and certification

We receive progress payment pursuant to the terms of each contract for both public and
private sectors in Hong Kong and our application for progress payment is normally made by
our quantity surveyor manager on a monthly basis. After examination by the engineers or
any other authorised person of our customers, a payment certificate would be issued to us
certifying the portion of work completed which normally takes around 21 days from the date
of application.
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Release of payment by our customer

Under the current practice, payments for public sector projects will be made by our
customer to us within 21 days from the date of issue of the payment certificate as stipulated
in the relevant contracts. For private sector projects, payments will generally be made by our
customer to us according to the terms of the relevant contracts ranging from 30 days to 60
days from the date of issue of the payment certificate.

Release of payment to subcontractors (if any)

We normally pay our subcontractors on a monthly basis with reference to the value of
the work done. We will verify the actual works completed by our subcontractors as certified
by the customers, and deduct any materials consumed by or purchased on behalf of them,
expenses paid on behalf of them and advances made to them (if any). Payment will be made
to our subcontractors after the verification process has been conducted.

Our Directors consider and the Sponsor concurs that the existing project management
and control procedures are adequate and effective to ensure the smooth operation of our
Group.

MODE OF OPERATION OF KWAN ON - U-TECH 1, KWAN ON - CHINA GEO AND
KWAN ON - U-TECH 2

During the Track Record Period, Kwan On — U-Tech 1, Kwan On — China Geo and
Kwan On — U-Tech 2 had been awarded three contracts (namely contracts 10/WSD/10, 4/
WSD/11 and 9/WSD/13) with a total estimated contract sum of approximately HK$618.57
million, details of which are described under the paragraphs headed “Kwan On — U-Tech 17,
“Kwan On — U-Tech 2” and “Kwan On — China Geo” in the section headed “History and
Development” in this prospectus. China Geo is a state-owned enterprise established in the
PRC with headquarter in Beijing, which is principally engaged the provision of domestic
and international engineering services. U-Tech is a company incorporated in Hong Kong and
a wholly-owned subsidiary of an energy supply group in Hong Kong. U-Tech is principally
engaged in provision of a full range of customer services such as consultancy, construction
and maintenance in various engineering projects.

Contract 10/WSD/10

Kwan On — U-Tech 1 was awarded the contract for the Replacement and Rehabilitation
of Water Mains, Stage 4 Phase 1 — Mains in Shatin and Sai Kung by WSD with an
estimated contract sum of approximately HK$276.59 million. The administration of the
contract 10/WSD/10 by Kwan On — U-Tech 1 is under the management and direction of the
board of Kwan On - U-Tech 1 (the “10/WSD/10 Management Committee”), which
comprises a total of three members nominated by Kwan On, being Mr. Tony Wong (as
Chairman of the 10/WSD/10 Management Committee), Mr. Kwong and Mr. Chung and two
members nominated by U-Tech. According to the joint venture agreement entered into
between Kwan On and U-Tech dated 29 July 2011, Kwan On and U-Tech are entitled to
share 70% and 30% respectively of the profits and losses arising out of or in connection
with the contract 10/WSD/10. Having considered that (i) Kwan On — U-Tech 1 has
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established the 10/WSD/10 Management Committee which decides the operational and
financial policies of Kwan On — U-Tech 1; (ii) a simple majority voting by members of the
10/WSD/10 Management Committee is required to pass a decision; (iii) the 10/WSD/10
Management Committee comprises 5 members, of which, 3 are nominated by Kwan On and
the other 2 are nominated by U-Tech, as provided in the joint venture agreement; and (iv)
profit and loss resulting from Kwan On — U-Tech 1 is shared between Kwan On and U-Tech
in the ratio specified in the joint venture agreement, our Directors are of the view that Kwan
On, through its majority voting right of the 10/WSD/10 Management Committee stated
above, has the power to control the operational and financial activities of Kwan On -
U-Tech 1 and is subject to variable returns from Kwan On — U-Tech 1. Therefore, Kwan On
has control over Kwan On — U-Tech 1 and Kwan On — U-Tech 1 has been classified a
subsidiary of Kwan On and its financial position and results of operation are consolidated
into the financial statements of our Group in accordance HKFRS 10 “Consolidated Financial
Statements”.

Under HKFRS 11 “Joint Arrangements”, joint control is the contractually agreed
sharing of control of an arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing control. In addition, an entity
that is a party to an arrangement assesses whether the contractual arrangement gives all the
parties, or a group of the parties, control of the arrangement collectively. All the parties, or
a group of the parties, control the arrangement collectively when they must act together to
direct the activities that significantly affect the returns of the arrangement (i.e. the relevant
activities). As Kwan On has control over Kwan On — U-Tech 1 and Kwan On — U-Tech 1 is
classified as a subsidiary of Kwan On, the joint venture arrangement under Kwan On -
U-Tech 1 does not fall within the scope of HKFRS 11. Kwan On — U-Tech 1 undertakes part
of the works while subcontracts the remaining works to subcontractors, one of which is
U-Tech, the joint venture partner. Kwan On — U-Tech 1 entered into a subcontracting
agreement with U-Tech on 24 August 2011 in respect of the subcontracting works under the
contract 10/WSD/10 which constitutes a connected transaction for the Company, details of
which can be found under the paragraph headed “Subcontracting arrangements” under the
section headed “Connected Transactions” in this prospectus.

For each of the two years ended 31 March 2014 and the six months ended 30
September 2014, revenue generated from Kwan On — U-Tech 1 amounted to approximately
HK$74.6 million, HK$71.6 million and HK$40.0 million, respectively. Net profit contributed
by Kwan On — U-Tech 1 amounted to approximately HK$14.2 million, HK$11.9 million and
HK$10.8 million respectively for each of the two years ended 31 March 2014 and the six
months ended 30 September 2014.

Contract 4/WSD/11

Kwan On — China Geo was a joint operation formed by Kwan On and China Geo on
12 August 2013 for the purpose of preparing and submitting the tender in relation to the
construction of Butterfly Valley Fresh Water Primary Service Reservoir Extension and
Associated Mainlaying (contract 4/WSD/11). Both Kwan On and China Geo agreed to
appoint China Geology (Hong Kong) Industry Ltd. (“China Geo Hong Kong”), a
wholly-owned subsidiary of China Geo as the major subcontractor of this contract. The
estimated contract sum for the contract 4/WSD/11 amounted to approximately HK$285.80
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million. According to the agreement entered into between Kwan On and China Geo on 12
August 2013, Kwan On and China Geo are entitled to share 51% and 49% of the surplus,
loss, assets, liabilities, rights and obligations arising from Kwan On — China Geo.

The mode of operation of Kwan On — China Geo is different from Kwan On — U-Tech
1 in that the burden of costs of this project is shifted from Kwan On — China Geo to the
subcontractors and that an agreed percentage of return will be received by our Group. Set
out below is a simplified diagram illustrating the operation mode of the contract 4/WSD/11:

WSD

Awarded the contract and receives
interim payments from the
customer

Communication, co-ordination and Provides all the labour, plant,

liaison works materials and bear all costs
Kwan On — China Geo China Geo
UEL
Hong Kong
Receives an agreed percentage of Receives an agreed percentage
payments and recognises such (100% minus agreed percentage of
payments payments to UEL) of payments

Note:  According to the subcontracting agreements, UEL receives an agreed percentage of payment from
the customer. In the preparation of our Group’s combined financial statements, our Group
recognises our share of revenue and expenses arising from Kwan On — China Geo in accordance
with the participating interest of 51% as mentioned above under HKFRS 11 “Joint Arrangements”.
The profit attributable to our Group from this contract is represented by the revenue less expense
recognised, which is equivalent to the payment in accordance with the agreed percentage as
aforesaid.

As illustrated above, the contract was awarded to Kwan On — China Geo by WSD.
Kwan On — China Geo acts as the main contractor for this contract. Kwan On and China
Geo are jointly and severally liable to the Government for the due observance and punctual
performance of the obligations of Kwan On — China Geo.

According to the subcontracting agreements made by Kwan On — China Geo with UEL
and China Geo Hong Kong respectively, UEL provides one project manager who will be
responsible for communication, co-ordination, assisting planning and arrangement of the
project works, inclusive of ongoing decision making jointly with China Geo about the
progress of the project in this project in return for an agreed percentage of payments paid by
the customer in respect of this contract while China Geo Hong Kong will be responsible for
all the works of this contract and providing all the labour, plant, materials and bearing all
costs for the completion of the project in return for an agreed percentage of payments paid
by the customer in respect of this contract. The said agreed percentages of payments payable
to UEL and China Geo Hong Kong make up the whole 100% of payments made by the
customer in respect of this contract (the “Kwan On — China Geo Agreed Percentages”)
and thus all payments received from the customer in respect of this contract are to be
distributed between UEL and China Geo Hong Kong based on the Kwan On — China Geo
Agreed Percentages as a return for their respective works done in accordance with the above
respective subcontracting agreements.
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Our Directors consider that the above arrangement facilitates the distribution of all
payments received from the customer under this contract directly between our Group and
China Geo Hong Kong in accordance with the Kwan On — China Geo Agreed Percentages,
thereby resulting in no profit or loss at the level of Kwan On — China Geo.

No financial statements were prepared for Kwan On — China Geo during the Track
Record Period because Kwan On — China Geo had been established for less than one year
and there were no statutory requirements in Hong Kong for unincorporated entities such as
the joint operation to prepare audited financial statements. Prior to the maintenance of
separate books and records for Kwan On — China Geo before the first year of its
establishment, our Group recognised its share of revenue and expenses attributable to Kwan
On - China Geo based on its source documents, including but not limited to interim
payment certificates issued by the customer, subcontracting agreements and bank statements
of Kwan On — China Geo, rather than based on the books and records maintained for Kwan
On — China Geo, which usually should also include the accounting ledger, trial balance and
financial statements. Revenue of Kwan On — China Geo was determined using the
percentage of completion method under HKAS 11 “Construction Contracts” with reference
to the amounts certified in the interim payment certificates issued by the customer. On the
other hand, since the subcontractors appointed by Kwan On — China Geo for the execution
of contract 4/WSD/11 are responsible for all the works and will provide necessary labour,
plant and materials and bear all the costs for the completion of the contracts, the expenses
of Kwan On — China Geo comprise the subcontracting charges only. Expenses of Kwan On
— China Geo, which comprised only its subcontracting charges, could be completely and
reliably determined by multiplying the agreed percentages stipulated in the respective
subcontracting agreements with the monthly interim payment certificates. Given that the
revenue and expenses of Kwan On — China Geo could be determined accurately and reliably
based on the source documents as described above, the management of the Company did not
at the time of establishment of Kwan On — China Geo and prior to the first year of its
establishment consider it necessary to maintain separate books and records, which usually
should also include the accounting ledger, trial balance and financial statements, for Kwan
On — China Geo. Despite the absence of statutory requirements for the preparation of
audited financial statements for unincorporated entities but for the sake of implementing a
robust financial control system for our Group (including entities in which our Group has a
participation interest) upon the Listing, our Directors have decided to prepare financial
statements for Kwan On — China Geo and to maintain separate books and records, which
should usually also include the accounting ledger, trial balance and financial statements, for
Kwan On — China Geo after its first year of establishment.

Under the above arrangement, our Group shares the income deriving from this contract
with China Geo Hong Kong based on the interim payment certificates issued by the
customer and the expenses of Kwan On — China Geo based on the subcontracting
agreements between Kwan On — China Geo and the relevant parties with respect to our
Group’s participating interest in accordance with the agreement entered into between Kwan
On and China Geo on 12 August 2013. In addition, disbursement of cash and operation of
the bank account of Kwan On — China Geo require the joint signature of Kwan On and
China Geo, which could prohibit Kwan On - China Geo from incurring any debt or
encumbrance on its assets. Our Directors are of the view that it is not uncommon to adopt
this mode of operation in the local construction industry to utilize respective expertise and
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resources of the business partners. These resources include (i) the pool of human resources
of the business partners, in particular project managers and/or quantity surveyors and (ii) the
reputation, experience and job references of the business partners in the construction
industry. In addition to the aforesaid benefits, the primary reason for using a contractual
arrangement such as the joint operation instead of a limited company is that one of the
eligibility requirements to tender for public sector contracts in Hong Kong is satisfied by a
joint operation where one of its contractual parties holds the requisite licences granted by
WBDB whereas it will not be satisfied by a limited company despite it is formed by an
approved contractor because these licences may not be transferred to or used by other third
parties including the subsidiaries of such approved contractor. Therefore, the joint operation
with Kwan On, which is the holder of the requisite licenses granted by WBDB, as one of
the partners can satisfy the relevant licensing requirements and will be eligible to tender for
the contract 4/WSD/11.

Having considered that (i) both Kwan On and China Geo jointly decided the terms of
tender sum and subcontracting fee for execution of this contract; and (ii) Kwan On and
China Geo are jointly responsible for ongoing decision making about the progress of the
project which will affect the fulfilment of contract obligations jointly by both Kwan On and
China Geo under this contract such that the inability to achieve due observance and punctual
performance of the obligations under the contract will result in liabilities to both Kwan On
and China Geo, our Directors are of the view that Kwan On has joint control of the
contractual arrangement under HKFRS 11 “Joint Arrangements”. There is no initial
investment made by Kwan On to Kwan On - China Geo. Furthermore, Kwan On has
confirmed that it has no dominant influence or control over Kwan On — China Geo by virtue
of the provisions of the agreement entered into with China Geo, nor is it able to direct its
overall policies or alter the terms of the aforesaid agreement. As such, Kwan On — China
Geo has not been classified as a subsidiary of our Company under the Companies
Ordinance, applicable accounting standards or for the purpose of the GEM Listing Rules.

Contract 9/WSD/13

Kwan On — U-Tech 2 is a joint operation formed by Kwan On and U-Tech on 16
December 2013 for the purpose of submitting the tender and the subsequent execution of the
works in relation to the water supply to Pak Shek Kok reclamation area, Tai Po — Stage 2
Phase 2 (contract 9/WSD/13). The estimated contract sum for the contract amounted to
approximately HK$56.18 million. According to the agreement entered into between Kwan
On and U-Tech on 16 December 2013, Kwan On and U-Tech are entitled to share 50% each
of the surplus, loss, assets, liabilities, rights and obligations arising from Kwan On — U-Tech
2.

Both parties agreed to appoint a major subcontractor to undertake almost all the
contract works as well as the amount to be paid to such subcontractor. Kwan On and U-Tech
jointly approved the project budget and other necessary documents for tendering the contract
and submitting the tender to WSD.
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Set out below is a simplified diagram illustrating the operation mode of the contract 9/
WSD/13:

WSD

Awarded the contract and receive
interim payments from the customer

Provides two employees to act as Provides two employees to act as
the project manager and quantity surveyor the site agent and assistant manager

Kwan On — U-Tech 2

Kwan On U-Tech

Receives an agreed percentage of Receives an agreed percentage of
payments payments

Undertakes all the works and

Receives an agreed percentage provide labour, plant,
(being the total amount received materials and bear all costs
from the customer minus the (including the monthly salaries
payments to Kwan On and U-Tech) of the designated four employees
of payments as subcontracting fee from Kwan On and U-Tech)
The largest
subcontractor

of the project

Note:  According to the subcontracting agreements, Kwan On receives an agreed percentage of payment
from the customer. In the preparation of our Group’s combined financial statements, our Group
recognises our shares of revenue and expenses arising from Kwan On — U-Tech 2 in accordance
with the participating interest of 50% as mentioned above under HKFRS 11 “Joint Arrangements”.
The profit attributable to our Group from this contract is represented by the revenue less expense
recognised, which is equivalent to the payment in accordance with the agreed percentage as
aforesaid.

Kwan On — U-Tech 2 acts as the main contractor for this contract. Kwan On and
U-Tech are jointly and severally liable to the Government for the due observance and
punctual performance of the respective obligations of Kwan On — U-Tech 2.

According to the subcontracting agreements entered by Kwan On — U-Tech 2 with
Kwan On, U-Tech and the largest subcontractor in this project respectively, Kwan On and
U-Tech will mainly be responsible for project management and the largest subcontractor in
this project will undertake all works of this project and will be responsible for the necessary
labour, plant, materials and will bear all costs (including the monthly salaries of the four
designated employees of Kwan On and U-Tech as mentioned below) for the completion of
the project in return for an agreed percentage of payment paid by the customer in respect of
this contract. The said agreed percentages of payments payable to Kwan On, U-Tech and the
largest subcontractor in this project make up the whole 100% of payments made by the
customer in respect of this contract (the “Kwan On — U-Tech 2 Agreed Percentages”) and
thus all the payments received from the customer in respect of this contract are to be
distributed among Kwan On, U-Tech and the largest subcontractor based on the Kwan On —
U-Tech 2 Agreed Percentages as a return for their respective works done in accordance with
the above respective subcontracting agreements.
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Our Directors consider that the above arrangement facilitates the distribution of all
payments received from the customer under this contract directly among our Group, U-Tech
and the largest subcontractor of the project in accordance with the Kwan On — U-Tech 2
Agreed Percentages, thereby resulting in no profit or loss at the level of Kwan On — U-Tech
2.

No financial statements were prepared for Kwan On — U-Tech 2 during the Track
Record Period because Kwan On — U-Tech 2 had been established for less than one year.
Prior to the maintenance of separate books and records for Kwan On — U-Tech 2 before the
first year of its establishment, our Group recognised its share of revenue and expenses
attributable to Kwan On — U-Tech 2 based on its source documents, including but not
limited to interim payment certificates issued by the customer, subcontracting agreements
and bank statements of Kwan On — U-Tech 2, rather than based on the books and records
maintained for Kwan On — U-Tech 2, which usually should also include the accounting
ledger, trial balance and financial statements. Revenue of Kwan On — U-Tech 2 was
determined using the percentage of completion method under HKAS 11 “Construction
Contracts” with reference to the amounts certified in the interim payment certificates issued
by the customer. On the other hand, since the subcontractors appointed by Kwan On —
U-Tech 2 for the execution of contract 9/WSD/13 are responsible for all the works and will
provide necessary labour, plant and materials and bear all the costs for the completion of the
contracts, the expenses of Kwan On — U-Tech 2 comprise its subcontracting charges only.
Expenses of Kwan On — U-Tech 2, which comprised only the subcontracting charges, could
be completely and reliably determined by multiplying the agreed percentages stipulated in
the respective subcontracting agreements with the monthly interim payment certificates.
Given that the revenue and expenses of Kwan On — U-Tech 2 could be determined
accurately and reliably based on the source documents as described above, the management
of the Company did not at the time of establishment of Kwan On — U-Tech 2 and prior to
the first year of its establishment consider it necessary to maintain separate books and
records, which usually should also include the accounting ledger, trial balance and financial
statements, for Kwan On — U-Tech 2. Despite the absence of statutory requirements for the
preparation of audited financial statements for unincorporated entities but for the sake of
implementing a robust financial control system for the Group (including entities in which
the Group has a participation interest) upon Listing, our Directors have decided to prepare
financial statements for Kwan On — U-Tech 2 and to maintain separate books and records,
which should usually also include the accounting ledger, trial balance and financial
statements, for Kwan On — U-Tech 2 after its first year of establishment.

Under the above arrangement, our Group shares the income deriving from this contract
with U-Tech and the largest subcontractor of the project based on the interim payment
certificates issued by the customer and expenses of Kwan On — U-Tech 2 based on the
subcontracting agreements between Kwan On — U-Tech 2 and the relevant parties with
respect to our Group’s participating interest in accordance with the agreement entered into
between Kwan On and U-Tech on 16 December 2013. In addition, disbursement of cash and
operation of the bank account of Kwan On — U-Tech 2 require the joint signature of Kwan
On and U-Tech, which could prohibit Kwan On — U-Tech 2 from incurring any debt or
encumbrance on its assets. Our Directors are of the view that is not uncommon to adopt this
mode of operation in the construction industry to utilize respective expertise and resources
of the business partners and subcontractors. These resources include (i) the pool of human
resources of the business partners, in particular project managers and/or quantity surveyors
and (ii) the reputation, experience and job references of the business partners in the
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construction industry. In addition to the aforesaid benefits, the primary reason for using a
contractual arrangement such as the joint operation instead of a limited company is that one
of the eligibility requirements to tender for public sector contracts in Hong Kong is satisfied
by a joint operation where one of its contractual parties holds the requisite licences granted
by WBDB whereas it will not be satisfied by a limited company despite it is formed by an
approved contractor because these licences may not be transferred to or used by other third
parties including the subsidiaries of such approved contractor. Therefore, the joint operation
with Kwan On, which is the holder of the requisite licenses granted by WBDB, as one of
the partners can satisfy the relevant licensing requirements and will be eligible to tender for
the contract 9/WSD/13.

Kwan On - U-Tech 2 has entered into subcontracting agreements with Kwan On,
U-Tech and the largest subcontractor of this project respectively to set out the scope of
works to be undertaken by and agreed percentage of return to be granted to them. Pursuant
to the articles of agreement entered into between Kwan On — U-Tech 2 and Kwan On, Kwan
On will designate two employees to act as the project manager and quantity surveyor of the
project in return for an agreed percentage of the payments paid by the customer in respect
of this contract. Pursuant to the subcontracting agreements entered into between Kwan On —
U-Tech 2 and U-Tech, U-Tech will designate two employees to act as the site agent and
assistant manager of the project in return for an agreed percentage of the interim payments
paid by the customer in respect of this contract. Pursuant to the subcontracting agreement
entered into between Kwan On — U-Tech 2 and the largest subcontractor of the project, such
subcontractor agreed that it would undertake all of the works of this project and would be
responsible for the necessary labour, plant, materials and would bear all costs (including the
monthly salaries of the four designated employees of Kwan On and U- Tech) in return for
an agreed percentage of the payments received from the customer (being the total amount
received from the customers minus the payments to Kwan On and U-Tech) as subcontracting
fee.

Having considered that the unanimous consent of both Kwan On and U-Tech is
required in respect of (i) the approval of project budgets; and (ii) selection, determination of
remuneration and appointment/removal of subcontractors, the Directors are of the view that
Kwan On and U-Tech have joint control over Kwan On — U-Tech 2 and HKFRS 11 “Joint
Arrangements” will apply. In addition, there is no evidence to demonstrate that Kwan On
has significant influence over the financial and operating policies of the relevant activity of
Kwan On — U-Tech 2, for which HKAS 28 “Investments in Associates and Joint Ventures”
applies. There is no initial investment by Kwan On to the Kwan On - U-Tech 2.
Furthermore, neither of the parties has dominant influence or control over Kwan On -
U-Tech 2 by virtue of the provisions of the agreement entered into between Kwan On and
U-Tech, nor is it able to direct the overall policies or alter the terms of the aforesaid
agreements. As such, Kwan On — U-Tech 2 has not been classified as a subsidiary of our
Group either under the Companies Ordinance, applicable accounting standards or for the
purpose of the GEM Listing Rules.

According to the terms of the contract agreed with the Government in respect of
contracts 4/WSD/11 and 9/WSD/13, Kwan On and its business partners are jointly and
severally liable to the Government for the due observance and punctual performance of the
respective obligations of Kwan On — U-Tech 2 and Kwan On — China Geo. Should the
subcontractors who are appointed by the relevant joint operation to undertake the works
under the relevant contract be in default of their subcontracting obligations towards the
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relevant joint operation due to bankruptcy, liquidation or any other reason which lead to
losses, damages, costs and expense suffered by the Government, Kwan On and its business
partners shall indemnify the Government against such losses, damages, costs and expenses
arising out of any act, default or omission on the part of the relevant joint operation in the
performance of the relevant contract. In addition, a partnership is dissolved as regards all the
partners by the death or bankruptcy of any partner subject to any agreement between the
partners under section 35(1) of the Partnership Ordinance (Chapter 38 of the Laws of Hong
Kong). Accordingly, in the event that the business partners of the joint operations become
bankrupt or liquidated, the relevant joint operation will be dissolved and Kwan On, being
the sole surviving partner, shall continue to perform its obligations under the relevant works
contracts on its own account.

Our Directors confirm that relevant financial reporting standards are properly adopted
in the preparation of the accountant’s report of our Group.

CONTRACT TERMS

Generally the contracts with our customers contain terms and conditions relating to the
contract price, contract period, the scope of work and the payment terms. There may also be
retention money clause, contract price fluctuation adjustment, performance bonds/liquidated
damages requirements and maintenance/defect liability period provisions in some of our
contracts.

Retention money

According to the terms and conditions of the contracts which are still in progress,
during the Track Record Period, the retention money for public sector contracts is 1% of the
total contract sum whereas the retention money for private sector contracts is usually 5% of
the total contract sum. Pursuant to the terms of each contract for the public sector, retention
money withheld will be released within 21 days upon issue of the certificate for the payment
of retention money subject to the customers’ satisfaction of the works.

Contract price adjustment mechanism

During the Track Record Period, save for two contracts with ArchSD and two contracts
for the private sector in Hong Kong, all of our works contracts provide for a contract price
adjustment mechanism (both upward and downward adjustments) with reference to price
indices listed in the “Index Numbers of the Costs of Labour and Materials used in Public
Sector Construction Projects” published by CSD (“CSD Price Indices”) applicable to period
of time which is close to the period covered by the relevant interim payment. The contract
price adjustment mechanism does not fully mitigate the inflation of construction costs,
including labour and materials costs because of the difference between the time when the
construction costs are incurred and the applicable time of the CSD Price Indices referred by
the contract price fluctuation adjustment for the calculation of each interim payment. As
such, the contract price adjustment mechanism is independent of the actual amounts paid and
is not a back-to-back reimbursement of the actual additional costs incurred by such works
contract. The contract price also would not be adjusted for events that do not relate to the
prices of construction materials and labour, such as changes in macroeconomic conditions or
the Government’s expenditure policies on any particular works project or public
infrastructure generally.
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For each of the two years ended 31 March 2014 and the six months ended 30
September 2014, the amount of contract price fluctuation adjustment paid by our clients
under the abovementioned contract price adjustment mechanism for our works contracts
amounted to approximately HK$18.08 million, HK$28.53 million and HK$21.16 million
respectively, which covered approximately 6.41%, 8.36% and 6.76% of our cost of services
respectively for the same period. Our Directors consider that additional construction costs
arising from inflation for those works contracts which provide for a contract price
adjustment mechanism could be partly compensated by our customers during the Track
Record Period.

Performance bonds/liquidated damages requirement

In order to secure due and timely performance of the main contractor, some customers
may request the main contractor to take out performance bonds issued by a bank or an
insurance company in favour of the customers, and to include a liquidated damages clause to
project itself against the main contractor’s late completion of works in the contracts for both
public and private sectors.

Our Group would issue a performance bond only if it is required by the contract.
During the Track Record Period, there was only one contract (contract 20100095) with HA
that required a performance bond. As at the Latest Practicable Date, there were two
contracts (contracts 20100095 and 20130375) with HA that required performance bonds.
Generally, the amount of performance bond required for a project undertaken by us would
not exceed 5% of the tendered amount and the performance bond normally expires six
months from the date of issue of the last certificate of completion or upon the expiry of the
contract period, whichever is later. As at 31 March 2013 and 2014 and 30 September 2014,
we had guarantees on performance bonds of approximately HK$0.6 million, HK$0.6 million
and HK$0.6 million respectively. During the Track Record Period and up to the Latest
Practicable Date, no performance bond had been called by our customers by reason of late
completion of any of the contracts undertaken by us.

During the Track Record Period and up to the Latest Practicable Date, no liquidated
damages had been claimed by our customer against us.

Maintenance/defects liability period

Our customers would normally require a maintenance/defects liability period of 12
months during which we are responsible to rectify works defects and we would require an
identical defect liability/maintenance period from our subcontractors in respect of the portion
of works completed by such subcontractors.

If any defects are identified, our project manager will agree on a rectification works
programme with the customers so that the defects are remedied at the most convenient time.
Where the defect requires remedy by our subcontractor, the relevant subcontractor will be
responsible for rectifying the defects and will bear all the associated rectification costs.
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MACHINERY AND EQUIPMENT
Principal machinery

Our works require the use of various equipment and machinery. At the commencement
of each project, our project manager will review the construction method for such project
and determine the machinery to be used, and in the event that machinery or equipment in
addition to those possessed by our Group is required for undertaking the project, we may
acquire such machinery or equipment or lease the same from local suppliers depending on
factors such as availability of the machinery in the market, acquisition/leasing cost and
maintenance costs. During the Track Record Period and up to the Latest Practicable Date,
we purchased machinery such as excavators, crane, trucks and butt fusion machine from
local suppliers and we leased machinery such as air compressors and generators for
undertaking certain projects of our Group.

The average remaining useful lives of our principal machinery and equipment is
approximately 2 years. A machinery or equipment will be replaced when the cost for repairs
and maintenance exceeds the cost for replacement.

Repairs and maintenance

We perform annual checks on our machines in accordance with relevant regulations in
force from time to time. Repairs and maintenance of machinery and equipment are
outsourced to independent service providers who are general engineering companies. The
total costs for operating and maintenance of machinery and equipment for each of the two
years ended 31 March 2013 and 2014 and the six months ended 30 September 2014
amounted to approximately HKS$1.1 million, HK$0.9 million and HK$0.7 million
respectively.

Service capacity and utilisation rate

Our Directors consider that due to the nature of our business and operations, it is not
feasible and practicable to quantify the service capacity and utilisation rate for the following
reasons:

(i) the service capacity of our Group could be adjusted and increased by acquisition
and/or leasing of additional machinery and equipment and outsourcing to
subcontractors;

(ii) different types of machinery and equipment have different functions and therefore
it is not feasible to quantify the capacity of each piece of machinery and
equipment by making reference to an objective and comparable scale or standard

of measurement; and

(iii) it is impracticable to quantify the output of each worker due to their different
ages, skills and experience.

SEASONALITY

Our Directors are of the view that the civil engineering industry in Hong Kong does
not exhibit any significant seasonality.
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PRICING POLICY

The bill of quantities and quotations prepared by us for works contracts are determined
on a case-by-case basis by taking into account (i) the complexity and difficulties of the
project; (ii) the completion time requested by customers; (iii) the estimated number and
types of workers required and respective wage trend; (iv) the estimated cost of construction
materials; (v) the estimated subcontracting cost, if necessary; (vi) the estimated number and
types of workers required; and (vii) the prevailing market conditions.

MARKETING

We did not conduct any marketing or promotional activity during the Track Record
Period. Most of the works undertaken by us were civil engineering projects for the public
sector in Hong Kong which were normally awarded through open tendering procedures. In
respect of projects for the private sector in Hong Kong, we obtain information regarding the
tender directly from clients by way of invitation letters, phone calls or verbal invitation. Our
Directors consider that our licences held, proven track record and ability to execute works of
satisfactory quality could enhance our competitiveness in the open tendering and help us
attract customers in private sector.

CUSTOMERS

Our customers are mainly various departments of the Government. During the Track
Record Period, all of our customers are located in Hong Kong and all of the settlements
between our customers and us took place in Hong Kong. During the Track Record Period,
our largest customer accounted for approximately 50.9%, 52.9% and 55.5% respectively of
our revenues for the two years ended 31 March 2014 and the six months ended 30
September 2014. Our five largest customers together accounted for approximately 100%,
99.2% and 99.9% of our revenues for each of the two years ended 31 March 2014 and the
six months ended 30 September 2014 respectively. The general credit terms granted by us
are on an average of 21 days to customers in public sector and on an average of 30 days to
customers in private sector respectively. Payments by our customers are usually settled by
bank transfer or cheque.
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Set out below is a breakdown of the revenue attributable to our five largest customers
during the Track Record Period and their respective background information:

For the year ended 31 March 2013

HKS$000 %
WSD 158,892 50.9
CEDD 123,158 39.5
HA 13,998 4.5
DSD 12,512 4.0
ArchSD 3,320 1.1
Total turnover attributable to our top five customers 311,880 100.0%
For the year ended 31 March 2014

HKS$000 %
WSD 208,084 52.9
CEDD 105,110 26.7
DSD 62,761 16.0
ArchSD 8,351 2.1
Customer A 6,070 1.5
Total turnover attributable to our top five customers 390,376 99.2%
For the six months ended 30 September 2014

HK$’000 %
CEDD 184,380 55.5
WSD 119,767 36.0
DSD 23,823 7.1
ArchSD 3,979 1.2
HA 408 0.1
Total turnover attributable to our top five customers 332,357 99.9%
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Set out below is the background information of the five largest customers of our Group
during the Track Record Period:

Years of
business
Service relationship  Typical credit terms
Principal provided by our with our offered by the Group and
Customer business Location Group Group payment method
WSD Waterworks Hong Kong Waterworks 19 Payment is due 21 days
engineering after certification, paid
by bank transfer
CEDD Geotechnical and  Hong Kong Slope 16  Payment is due 21 days
roads and maintenance after certification, paid
drainage and road by bank transfer
works
HA Civil engineering  Hong Kong Slope 12 Payment is due 21 days
maintenance after certification, paid
by bank transfer
DSD Wastewater and Hong Kong Road works 10 Payment is due 21 days
stormwater after certification, paid
drainage by bank transfer
services
ArchSD Buildings and Hong Kong Slope 20  Payment is due 21 days
related maintenance after certification, paid
facilities and building by bank transfer
demolition
Customer A Incorporated Hong Kong Building 2 Payment is due 30 days
owners of a maintenance after certification, paid
residence by cheque

During the Track Record Period, the customer base of our Group was highly
concentrated. Revenue generated from Government contracts, including those awarded by
WSD, CEDD, ArchSD and DSD, represented approximately 95.5%, 97.7% and 99.8% of our
Group’s total revenue for each of the two years ended 31 March 2014 and the six months
ended 30 September 2014 respectively. Our Directors consider that our reliance on the
Government during the Track Record Period is attributable to a combination of factors
including (i) the financial, technical and management requirements for a contractor engaging
in civil engineering projects of the Government provide effective barriers for those
contractors who are not on the Contractor List and the Specialist List from entering the
sector; and (ii) the contract sums of projects of the Government are always larger than those
projects for private sector in Hong Kong.

Our Directors are of the view that reliance on the Government is not uncommon for
construction companies which are mainly engaged in projects for the public sectors in Hong
Kong given that (i) all contracts for the public sector in Hong Kong are generally
commissioned by the Government and other public bodies in Hong Kong; (ii) contracts for
the public sector in Hong Kong are normally awarded through open tendering procedures;
and (ii1) the increasing opportunities arising from the Government’s expenditure on projects
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for the public sector in the future, details of which are set out in the section headed
“Industry Overview” in this prospectus. In addition, two members of our Group hold various
licenses and certificates to undertake projects of different categories and the revenue of our
Group during the Track Record Period was derived from contracts awarded by different
departments of the Government.

None of our Directors or their close associates or any Shareholder holding more than
5% of our Company’s issued share capital had any interests in our five largest customers as
at the Latest Practicable Date.

SUPPLIERS

Our suppliers are categorised into (i) materials suppliers for provision of construction
materials used in our projects and (ii) subcontractors for provision of specific services
required by our contracts.

During the Track Record Period, our largest supplier accounted for approximately
12.3%, 9.2% and 20.9% of our cost of services and our five largest suppliers accounted for
approximately 36.3% and 31.9% and 47.5% of our cost of services respectively. During the
Track Record Period, all of our five largest suppliers are subcontractors who provide
services required by our works contracts. Set out below is a breakdown of our Group’s cost
of sales by our five largest suppliers during the Track Record Period:

For the year ended 31 March 2013

HK$’000 %
Supplier A 34,682 12.3
Supplier B 25,176 8.9
Supplier C 20,698 7.4
Supplier D 11,832 4.2
Supplier E 9,842 3.5
Total cost of services attributable to our top five suppliers 102,230 36.3
For the year ended 31 March 2014

HK$°000 %
Supplier A 31,275 9.2
U-Tech 23,292 6.8
Supplier F 21,757 6.4
Supplier B 17,586 5.1
Supplier G 15,002 4.4
Total cost of services attributable to our top five suppliers 108,912 31.9
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For the six months ended 30 September 2014

U-Tech
Supplier A
Supplier H
Supplier F
Supplier 1

Total cost of services attributable to our top five suppliers

Connected transactions

HKS$’000 %
65,528 20.9
32,935 10.5
29,641 9.5
13,364 4.3

7,308 2.3
148,776 47.5

Except for U-Tech, all of the five largest suppliers during the Track Record Period are
Independent Third Parties and have business relationships with us from one to nine years.
Except for Supplier F, the credit terms granted by our largest suppliers are generally 30 days
from the date of invoice. Payments to our suppliers are usually made by cheque. Saved as

disclosed in the section headed “Connected Transactions” in this prospectus, none of our

Directors or their close associates or any Shareholder holding more than 5% of our
Company’s issued share capital had any interests in our five largest suppliers as at the Latest
Practicable Date. Set out below is the background information of our five largest suppliers
during the Track Record Period:

Supplier

Supplier A
Supplier B

Supplier C
Supplier D

Supplier E
U-Tech

Supplier F
Supplier G
Supplier H

Supplier I

Principal business

Civil engineering services

Civil engineering services and

construction
Civil engineering services

Provision of construction and
transportation services

Civil engineering services
Civil engineering services
Civil engineering services
Civil engineering services
Civil engineering services

Electrical and mechanical
engineering services

Materials suppliers

Major service provided

Pipe works and main laying

Earth works and structure
works

Flexible barrier
Pipe works and main laying

Asphalt supply and laying

Pipe works/main laying

Pipe works/main laying

Trenchless pipe work

Earth works and structure
works

Electrical and mechanical
works

Location

Hong Kong
Hong Kong

Hong Kong
Hong Kong

Hong Kong
Hong Kong
Hong Kong
Hong Kong
Hong Kong

Hong Kong

Years of
business
relationship
with our
Group

— N O W W

Typical credit

terms

30 days
30 days

30 days
30 days

30 days
30 days
7 days

30 days
30 days

30 days

During the Track Record Period, there were over 200 materials suppliers on our
approved list of suppliers. Before admitting a materials supplier to our approved list, we will
take into account a host of factors including its product quality, punctuality of delivery, job
references and reputation in the industry.
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During the Track Record Period, the principal construction materials used by our
subcontractors and us include various kinds of pipes (including mild steel pipes, ductile iron
pipes and polyethylene pipes), fittings, steel bars, concrete and asphalt, which are sourced
from a number of suppliers. All of our materials suppliers are located in Hong Kong and all
of our purchases are denominated in HKS$.

Our Group typically entered into bulk purchase orders with materials suppliers where
the prices would be fixed within the bulk ordered quantity in order to mitigate the effect
arising from the increase in material prices. Our works contracts for the public sector in
Hong Kong typically provide for a contract price adjustment mechanism with reference to
the Price Indices. Please refer to the paragraph headed “Contract price adjustment
mechanism” under the sub-section headed “Contract terms” in this section above for further
details. Prior to the Track Record Period, our failure to fully shift the additional costs in
relation to project TK/2008/01 to our customers led to losses on such project.

Our largest materials supplier accounted for approximately 17.6%, 13.1% and 26.3% of
our total purchases respectively and our five largest materials suppliers accounted for
approximately 55.3%, 46.1% and 52.8% of our total purchases for each of the two years
ended 31 March 2014 and the six months ended 30 September 2014 respectively. All of our
five largest materials suppliers are Independent Third Parties. We have established business
relationship with our five largest materials suppliers during the Track Record Period from
one year to nine years. We have entered into legally binding supply contracts with certain
suppliers for supply of concrete pipes and steel bars, with term of over one year. The
duration of these supply contracts ranged from one year to four years. The specifications,
purchases price and quantity of construction materials are usually specified in such
contracts. Generally, there is no automatic renewal of the contract term or minimum
purchase requirement under these supply contracts. Save as disclosed, no long-term contract
has been entered into between us and our materials suppliers.

None of our Directors or their close associates or any Shareholder holding more than
5% of our Company’s issued share capital had any interests in our five largest materials
suppliers as at the Latest Practicable Date. During the Track Record Period, we had not
experienced any significant shortage or delay in the supply of materials by our materials
suppliers.

Subcontractors

Depending on our manpower availability, the expertise required, the level of
complexity of work involved, cost effectiveness and licencing requirements, we may appoint
subcontractors to carry out certain parts of the contract works, including excavation,
formwork, rebar fencing, etc. We have maintained a list of approved subcontractors, the
selection of which are based on a set of criteria including previous job references, reputation
in the industry, price competitiveness, quality of work and skill sets of workers of the
subcontractors. As at the Latest Practicable Date, there were over 20 subcontractors on our
list of approved subcontractors, with our five largest subcontractors during the Track Record
Period having maintained business relationship with us for up to nine years. Please refer to
the paragraph headed “Subcontracting agreements” under the sub-section headed “Control
over subcontractors” in this section below for details of subcontracting arrangements
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between us and our subcontractors. Our subcontracting costs amounted to approximately
HK$187.6 million, HK$221.8 million and HK$231.8 million respectively, representing
approximately 66.5%, 64.9% and 74.0% of the total cost of services for each of the two
years ended 31 March 2014 and the six months ended 30 September 2014 respectively.
During the same period, the subcontracting costs paid to our largest subcontractor accounted
for approximately 18.5%, 14.1% and 28.2% of our total subcontracting costs and the
subcontracting costs paid to our five largest subcontractors accounted for approximately
54.2%, 48.2% and 63.6% of our total subcontracting costs respectively. All of our five
largest subcontractors are small to medium-sized local firms and have had business
relationships with us for up to nine years. Except for U-Tech, all of our five largest
subcontractors are Independent Third Parties.

None of our Directors or their close associates or any Shareholder holding more than
5% of our Company’s issued share capital had any interests in our five largest
subcontractors as at the Latest Practicable Date. During the Track Record Period and up to
the Latest Practicable Date, we had not experienced any incidents whereby our
subcontractors have caused significant delay in completing the required services which
resulted in any material adverse impact on our operations or financial position.

SENSITIVITY ANALYSIS

During the Track Record Period, the cost of services of our Group consists of (i)
subcontracting charges; (ii) direct staff costs; (iii) material costs; (iv) plant and depreciation;
(v) overhead costs; (vi) provision for obsolete stocks; and (vii) other contract costs.

The subcontracting charges payable by us to our subcontractors are determined with
reference to the works performed by such subcontractor measured at a rate provided under
such subcontracting agreement in which allowance for price fluctuation is generally not
provided. As such, the subcontracting charges usually do not vary with the fluctuations of
labour costs or material costs.

The following tables illustrate the impact of hypothetical fluctuations in direct staff
costs and material costs on our profit before tax during the Track Record Period.

Fluctuations in direct staff costs

Hypothetical fluctuations in +5% +15% +20% 5% -15% -20%
HK$'000 HK$000 HK$’000 HK$’000 HK$’000 HK$’000

Changes in profit before tax

Year ended 31 March 2013 (2,770) (8,310) (11,080) 2,770 8,310 11,080
Year ended 31 March 2014 (2,879) (8,638) (11,517) 2,879 8,638 11,517
Six months ended 30

September 2014 (1,782) (5,345) (7,126) 1,782 5,345 7,126
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Fluctuations in material costs

Hypothetical fluctuations in +5% +15% +20% -5% -15% -20%
HK$'000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Changes in profit before tax

Year ended 31 March 2013 (1,323) (3,968) (5,291) 1,323 3,968 5,291
Year ended 31 March 2014 (1,203) (3,609) (4,813) 1,203 3,609 4,813
Six months ended 30

September 2014 (1,064) (3,193) (4,257) 1,064 3,193 4,257

The above sensitivity analysis is for illustrative purpose only. As most of our works
contracts provide for a contract price adjustment mechanism, details of which are set out in
the paragraph headed “Contract price adjustment mechanism” under the sub-section headed
“Contract terms” in this section above, our Directors consider that additional construction
costs incurred by us for those works contracts which provide for a contract price adjustment
mechanism due to inflation could be partly compensated by our customer in normal
circumstances.

INVENTORY CONTROL

Our inventories mainly comprised various pipes and fittings for water supply system
for waterworks engineering projects. The undertaking of our construction projects also
required other major materials, including concrete, asphalt and steel bars. Concrete and
asphalt are ordered and delivered as required and are used immediately upon delivery. Steel
bars are ordered when demanded as the delivery lead time is short. Where purchase orders
will be placed whenever necessary, we will also regularly review the inventory level to
ensure that a sufficient level of inventory is maintained for implementing contract works and
for contingencies. Depending on the terms of arrangement with our subcontractors, we may
be required to purchase materials for our subcontractors for carrying out our projects and
typically charge the total costs of such materials together with a handling fee to our
subcontractors, which will be settled by our subcontractors by way of deduction of the
subcontracting fees payable by us to them from time to time. The ownership of the materials
purchased by us on behalf of our subcontractors shall, until they have been collected by our
subcontractors, remain with us and form part of our inventories.

Provision for stock obsolescence will be made at each reporting date after our
Directors take into account a number of factors concerning stock obsolescence which include
(i) no usage/sale during the last 12-month period and lack of future expected movement and
(ii) stocks known to be obsolete or damaged or unusable. Stock provision shall be made to
reduce stock from cost to net realisable value when a stock is identified as obsolete or there
are concerns that a stock could not be sold or used. The provision for such obsolete stock
can be written back if a future need is identified.
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CONTROL OVER SUBCONTRACTORS
Subcontracting agreements

As at the Latest Practicable Date, we had entered into subcontracting agreements with
over 20 subcontractors. A typical subcontracting agreement contains (i) subcontracting
services undertaken by the subcontractor; (ii) duration of the agreement, which is usually
coterminous with the duration of related main contract entered into between us and our
customer; (iii) basis of determining the subcontracting fees, which is usually the value of
works completed by such subcontractor as certified by our customer; (iv) monthly payment
date, which is usually 7 days after completion of our verification of works completed by
such subcontractor; (v) retention money withheld, which is 5% of the monthly
subcontracting fee payable by us to such subcontractor and will be released as to half within
3 months after the issue of completion certificate by our customer and as to half after the
completion of the main contract and maintenance period; and (vi) maintenance period and
service provided by such subcontractor. It is also stipulated in a subcontracting agreement
that the terms and conditions, specification and plan of the related main contract shall apply
to such subcontracting agreement. The subcontractor shall assume the same duties and
responsibilities as shall be borne by us under the main contract.

During the Track Record Period, certain subcontractors had not entered into any
subcontracting agreement with us. Subcontracting charges paid to subcontractors who had
not entered into subcontracting agreements for each of the two years ended 31 March 2014
and the six months ended 30 September 2014 amounted to approximately HK$149.4 million,
HK$120.2 million and HK$73.8 million respectively, representing approximately 79.7%,
54.2% and 31.8% of the total subcontracting charges incurred respectively. Please refer to
the paragraph headed “Some of our subcontractors had not entered into written
subcontracting agreements with us during the Track Record Period and the interests of our
Group may not be well protected if any conflict or dispute arises” under the section headed
“Risk Factors” in this prospectus and the sub-section headed “Internal control” under this
section below.

Subcontractor management plan

In order to closely monitor the performance of the subcontractors and to ensure that the
subcontractors comply with the requirements and provisions set out in the respective main
contracts, and the relevant laws, rules and regulations, we have specific subcontractor
management plan for each contract undertaken by us, which mainly covers various aspects
such as:

(i) Scope of works to be subcontracted;

(ii) Approach to control subcontractors by requiring the subcontractors to abstain from
subcontracting the whole of the works subcontracted to them, by requiring the
subcontractors to report upwards their subcontracting arrangements and any
subsequent changes, and by requesting the subcontractors to submit written
declarations of no “hidden” subcontracts for any part of the works subcontracted
to them;
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(iii) Proposed measures for supervision of the works and monitoring the performance
of subcontractors, particularly the aspects of the works programming, quality and
safety of the works and environmental protection;

(iv) Criteria for the selection of subcontractors;

(v) Details of our management team of the relevant contract who shall be responsible
for direct supervision and management of subcontractors;

(vi) Declaration that members of staff in our management team are prohibited to be
given a subcontract to any part of the works or to have a vested interest in any of
the subcontractors irrespective of tiers; and

(vii) Proposed measures to ensure our subcontractors’ timely payments of wages to the
site personnel and timely payments by our subcontractors to subcontractors of
lower tiers.

Details of our quality and safety control measures over our subcontractors are disclosed
in the subsections headed “Quality Assurance” and “Safety Policy” in this section below.
Our project manager will be responsible for monitoring and supervision of the works
provided by our subcontractors and their compliance with the requirements and provisions
set out in the respective main contracts and the relevant laws, rules and regulations.

Measures to prevent the hiring of illegal workers

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

We require our subcontractors to carefully check the identification documents of their
workers to ensure that no illegal workers are hired to work on the sites for which we are
responsible. Our labour officers will check the identity card of on-site workers to prevent
our subcontractors from using illegal workers. During the Track Record Period, no illegal
workers were reported on the sites for which we are responsible.

Environmental performance control

We have an environmental management plan for each contract undertaken by our
Group, which sets out our general environmental policies, organisational structure and
responsibilities of Environmental Protection Team, in-house rules and regulations,
environmental performance monitoring, implementation measures, waste management
measures and review of requirements. We instruct our subcontractors to adopt environmental
protection measures in order to satisfy EPD’s requirement and minimize the effects on the
air, noise, water quality as well as nuisance of waste within and outside the site. Our
environmental supervisors carry out daily site inspection to ensure that follow-up action has
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been taken by promptly to rectify any defects and deficiencies identified, potential pollution
on site. In addition, our environmental officers carry out environmental inspection of the site
to assess the environmental impact due to the execution of works.

QUALITY ASSURANCE

Our Directors believe that our success and growth depend on our ability to fulfill the
needs of our customers by providing quality services. We have established formal quality
management system in accordance with the requirements of ISO9001:2008 quality
management system applicable to construction of civil engineering works (site formation,
waterworks, roads and drainage) in Hong Kong and construction of landslip preventive and
remedial works to slopes and retaining walls in Hong Kong to ensure the quality of our
work.

We normally assign a project manager to oversee the quality management of projects
undertaken by us. We generally procure the materials and equipment required in the project
from the suppliers on our approved list. We also conduct regular sample checks on the
materials used to ensure a consistent quality. We also provide a maintenance or defects
liability period of twelve months to our customers after completion of each project. Kwan
On’s quarterly performance ratings as appraised by WBDB were higher than the industry
averages in the recent 11 consecutive quarters up to the fourth quarter of 2014.

To ensure all the works are carried out and completed in accordance with the contract
requirements with proper working sequence as required under the contract, we will invite
our customers to inspect our works. For each project, our project management team will
hold monthly meetings with our subcontractors to ensure their understanding of our
requirements and concerns, particularly in relation to compliance with safety and
environmental standards and prohibition of employment of illegal workers. Our project
management team reviews the performance of subcontractors in terms of a number of
criteria such as sufficiency of manpower, progress, workmanship, response to instructions
and planning and management annually by completing a subcontractor assessment report. In
cases of major non-performance by an approved subcontractor, the project management team
will review its suitability to remain on our approved list.

SAFETY POLICY

Our Directors are of the view that safety is the first priority during the delivery of our
services. We are committed to providing a safe and healthy working environment to our staff
and workers of our subcontractors by managing various kinds of risks in relation to
implementation of our projects.

Our safety management system is documented in written procedures and supplemented
with oral instructions, trainings and demonstrations. We have comprehensive safety plan for
each contract undertaken by us, which covers general safety policies, safety organisational
chart, safety training, in-house safety rules and regulations, safety and health inspections,
job hazards analysis, personal protective equipment, accident investigation, emergency
preparedness, safety promotion, health assurance programme, control of subcontractors and
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process control programme. Communications of safety working procedures and risk control
measures are made through the site safety committee, safety trainings, daily coordination
meeting and internal circulations and reports.

A site safety committee is formed for each construction site upon or after a contract is
awarded. Members of the site safety committee meet every month for communication and
reporting on safety and health issues amongst all levels from top management down to
labour force. Set out below is the organizational chart of a typical site safety committee for
each project:

Project Manager

l l

Site Agent Registered Safety Officer
l |
l l
Safety Supervisor General Foreman First Aider
l [ ‘ l
Workers’ representative Sub-contractors’ representatives

Members of the site safety committee may vary from project to project. In general, a
project manager has more than 10 years of experience in civil engineering and construction
and obtained a bachelor’s degree or above in engineering related discipline. Please refer to
the section headed “Directors and Senior Management” in this prospectus for the
background and industry experience of our project managers. The safety officers shall be
registered under the Factories and Industrial Undertakings Regulations (Chapter 59A of the
Laws of Hong Kong). The safety officers employed by us shall have at least three years of
experience in construction works and have completed training courses in relation to
occupational safety.

Project manager

The main responsibilities of the project manager are (i) initiating and reviewing the
safety policies for prevention of injury, ill health, damage and wastage; (ii) setting targets
for reduction of accident rates; (iii) ensuring that the site safety plan is regularly reviewed
and kept up to date and implemented; (iv) ensuring that all levels of staff receive adequate
and appropriate training; (v) ensuring that line management is conversant with the relevant
requirements of current legislation and the site safety plan and that all are assigned
appropriate duties and responsibilities for implementation of safety policies; (vi) carrying out
disciplinary action against those subcontractors and their employees who have repeatedly
violated relevant safety regulations; and (vii) maintaining regular communication with the
site safety officer.
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Site agent

The site agent reports to the project manager for implementing the pertinent
requirements of the safety plan. He is responsible for (i) receiving verbal and written report
or checklist from the safety officer and implementing the recommendations to enhance the
safety and health of the employees on site; (ii) reporting accidents and dangerous occurrence
within 24 hours; (iii) chairing the monthly site safety committee meeting; (iv) carrying out
daily site safety inspection and chairing the daily safety co-ordination meeting; (v) issuing
warning letters to workers for health and safety violations and imposing penalties or even
removing offenders from site for subsequent misdemeanors; and (vi) taking urgent action to
protect the safety of the site and preventing unsafe working practices or other violations of
the safety plan or statutory regulations.

Registered safety officer

The site’s registered safety officers report directly to the project manager or project
director. They are mainly responsible for (i) carrying out safety inspections and preparing
inspection reports; (ii) supervising and monitoring implementation of the safety plan and risk
control measures; (iii) ensuring that subcontractors and all persons working on site comply
with the requirements of the safety plan; (iv) investigating accidents and injuries and
reporting with recommendations for prevention of re-occurrence; (v) preparing training
programmes and conducting training; (vi) maintaining a record of all examinations and test
certificates for plant and temporary structures and safety diary for recording all matters
related to safety and health; (vii) maintaining a register of first aiders, competent persons
and examiners required under the relevant legislations and persons responsible for
conducting different levels of safety training; (viii) conducting internal safety audits at
intervals of not less than once every six months; and (ix) contacting the Labour Department,
manufacturers and trade associations once it is required. As at the Latest Practicable Date,
our Group had seven safety officers registered under the Factories and Industrial
Undertakings Regulations (Chapter 59A of the Laws of Hong Kong).

Safety supervisor

The site’s safety supervisors are accountable to the registered safety officers. They are
mainly responsible for (i) carrying out daily inspection and completion of the daily
inspection checklist; (ii) supervising workers to ensure their observance of the safety
standards; (iii) promoting and improving site safety conciseness and awareness; (iv)
preparing weekly safety report to the safety officer; and (v) conducting daily and weekly
cleaning and tidying of the site and checking of the site after each day’s work.

General foreman
The site’s general foreman is responsible for (i) incorporating safety and health
instructions in routine orders; (ii) reporting to the safety officer and site agent of any

workers or subcontractors who consistently fail to perform safety or ignoring safety
instructions; (iii) supervising any particular task which would associate with potential
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hazards so as to ensure the health and safety of the workers engaged; (iv) reporting defects
in plant or equipment; and (v) reporting any accident in the first notice to the safety officer
and site agent.

First Aider

The site’s first aider is responsible for (i) providing first aid treatment to the injured
and accompanying the injured to hospital; (ii) maintaining records of site injuries; (iii)
reporting all injuries to safety supervisor or safety officer immediately; and (iv) maintaining
an adequate stock of first aid equipment.

Workers’ representative and subcontractors’ representatives

Workers’ representative and subcontractors’ representatives attend the site’s safety
committee meeting to provide opinions for improvement of site’s safety.

We have also implemented a stringent set of safety control measures over our
subcontractors to ensure the entire safety performance of our projects. Pursuant to section 24
of the Employees’ Compensation Ordinance, when an employee of a subcontractor is injured
at work, the principal contractor shall be liable for any claim of compensation made by the
injured employee under the Employees’ Compensation Ordinance. Therefore, for any action
regarding personal injuries instituted by the employees of our subcontractors or
subcontractors of lower tiers, we would always be named as one of the defendants due to its
liability to settle the claim of compensation pursuant to section 24 of the Employees’
Compensation Ordinance even without any fault on our part. Such payment is recoverable
from our subcontractors pursuant to section 24 of the Employees’ Compensation Ordinance.
Since either we or the direct employers of the employees in question should have taken out
employee’s compensation insurance policy, the payment should be ultimately recoverable
from the insurance companies.

We implement the following safety control measures in order to ensure our
subcontractors to comply with the safety standards:

(i) We have set up general rules for subcontractors and their employees to observe on
site. All subcontractors and their employees are informed of the details and
responsibilities stated in the outline safety plan prepared for each contract before
commencement of the works and during site specific induction training.
Subsequent amendments to such outline safety plan will be posted on safety
notice board for every site and introduced to workers during on-site safety
training;

(ii) Safety supervisors and safety representatives appointed under each contract carry
out daily safety inspection to ensure that all identified or potential safety hazards/
abnormalities are rectified within the required time frame;

(iii)) Our on-site safety officers carry out weekly site inspection. A safety inspection

report is used by the safety officers to check and monitor the compliance of our
safety rules;
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(iv) We conduct monthly site safety and environmental management committee
meetings with customers and monthly site safety and environmental meeting with
our subcontractors and workers to discuss safety issues and review their safety
performance;

(v) An evaluation is conducted for assessment of the safety performance of each
subcontractor every two months; and

(vi) We carry out disciplinary action against those subcontractors and their employees
who have repeatedly failed to comply with our safety rules. Our site agents and
safety officers have the authority to issue safety warning notice to subcontractors
and their employees to ensure their compliance with the safety rules.

Our Group’s handling and recording system for accidents and dangerous occurrence are
designed to satisfy both statutory and contractual obligations and apply to all subcontractors
engaged in the project.

In the event of personal injury or an accident happened in the workplace which could
have resulted in serious injury or damages to the works or plant or a dangerous occurrence,
the general foreman or safety supervisor will immediately initiate the reporting procedure by
verbally advising site agent and safety officer. Upon receiving notification of an accident,
incident or other dangerous occurrences on site, the site agent will verbally report to the
engineer’s site staff or engineer’s representative immediately. A written preliminary report
within 24 hours of the accident or incident with adequate information will be submitted to
the engineer’s representative.

For personal injury or an accident, a completed statutory Form 2 (a prescribed form in
the Employees’ Compensation Ordinance) in duplicate copies together with the
supplementary information on accidents on construction site will be submitted to the Labour
Department and engineer’s representative within 7 days of the accident for employee
compensation. A complete injury or accident report form with safety recommendations for
accident recurrence and a copy of all the correspondence to the Government departments
will be submitted to the engineer’s representative. We will report minor accidents to Labour
Department with temporary incapacity not more than 3 days using Form 2B with a copy to
the engineer’ representative for record following the same procedures as for the reportable
accidents describe above.

For dangerous occurrence, we will report in writing to the Occupational Safety and
Health Branch of Labour Department within 24 hours, irrespective of whether there are
casualties or not, on the Labour Department’s standard “Dangerous Occurrence Report
Form”.

An investigation team comprises safety officer, site agent, safety supervisor and the
immediate supervisor of the injured, other specialist as appropriate will be formed for
accident investigation. Investigation will be conducted by (i) taking photos and making
sketches for narration; (ii) examining the equipment/tool/material involved in the accident;
(iii) reporting on the environment of the accident scene; (iv) interviewing the injured person,
eye-witness and any other parties involved; (v) consulting expert opinion when necessary;
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and (vi) identifying the specific employer of those involved. After investigating the accident,
our safety officer will complete an accident investigation report. The site agent will arrange
an appropriate competent person to inspect the workplace to determine whether it is safe for
work before allowing work to restart at the incident place. Such inspection will include a
check on the stability of the workplace, the function of the plant and machinery, the
installation of the electric devices and etc.

We have established procedures to ensure that all accidents, incidents, dangerous
occurrence and near misses are recorded in the prescribed forms. Each entry will show the
name and occupation of the injured party, the name of employer, the date and time of the
injury, the precise nature and cause of the injury, the estimated period of incapacity (if any)
and the first aid treatment administered. The entry will also indicate whether the injury was
reportable under the Factories and Industrial Undertakings Regulations. Our safety officer
will collate the above information into a consolidated report for the project manager and
submit the same to the engineer. Our safety officer will maintain comprehensive accident
and incidents statistical data based on the monthly returns. The database will provide
information on the cumulative total number of reportable injury accidents on the project and
cumulative reportable injury accident/incident and frequency rates.

A case study approach is employed by us in site safety meetings monthly or when
necessary with on-site workers. Lessons learned from recent injuries or accidents occurred
on our site or in the construction industry will be reported in such meetings to strengthen
site safety conciseness and awareness. Our safety officer will prepare recommendations to
improve our existing project safety plan and prevent re-occurrence of similar injuries or
accidents. Furthermore, we will review our safety policy regularly and will make
amendments to our safety policy to incorporate new rules and regulations applicable to the
industry when necessary.

In accordance with section 13 of the Factories and Industrial Undertakings (Safety
Management) Regulation (Chapter S9AF of the Laws of Hong Kong), semi-annual corporate
safety audits for our Group are carried out by an external registered safety auditor to collect
and assess the information on and suggest improvements to our safety management system
during the Track Record Period. Such external safety auditor has been registered as a safety
auditor under section 4(1) of the Factories and Industrial Undertakings (Safety Management)
Regulation (Chapter 59AF of the Laws of Hong Kong) since 14 November 2003. Normally,
one project undertaken by us and related workplace will be selected and visited by the
safety auditor to verify the implementation of safety management system. In addition,
pursuant to schedule 3 of the Factories and Industrial Undertaking (Safety Management)
Regulation (Chapter 59AF of the Laws of Hong Kong), additional safety audits will be
conducted towards the projects with contract value of HK$100 million or more. The
objectives and scope of audit include: (i) to determine the conformity of the safety
management system elements with the requirements of the Code of Practice on Safety
Management issued by the Occupational Safety and Health Branch of the Labour
Department; (ii) to determine the efficiency, effectiveness and reliability of the safety
management system in meeting the planned arrangements and specified safety objectives and
requirements; (iii) to assess the safety performance against the regulatory requirements; and
(iv) to provide our Group with an opportunity to continuously improve the safety
management system through correction actions. During the audit, physical site inspections,
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system documents examination and interview of site personnel were conducted. A corporate
safety report which contains audit details, audit tool, status of project being audited,
objectives and scope of audit, audit process and criteria, findings and recommendations and
follow-up action plan will be prepared and submitted to the Safety Management
Administration Office of the Labour Department of the Government. As evaluated by the
external safety auditors, our corporate safety performance during the Track Record Period
ranged up to 81.51%.

In recognition of our safety performance, we received the 10th and 11th Hong Kong
Occupational Safety and Health Award — Safety Performance Award (Construction) from the
Occupational Safety & Health Council in 2011 and 2012. Please refer to the subsection
headed “Awards and recognition” in this section below for further details of our safety
awards.

Although we have established comprehensive safety management system and
implemented various safety control measures to mitigate safety risks, the occurrence of
accidents or injuries to workers on our sites cannot be completely eliminated due to the
nature of the works of the construction industry. We have taken out insurance for our
workers as required by the contracts and the Employees’ Compensation Ordinance. For each
of the two years ended 31 March 2014 and since 1 April 2014 up to the Latest Practicable
Date, we recorded one, nil and nil non-fatal reportable accident(s) respectively. No fatal
accidents were recorded during the Track Record Period and up to the Latest Practicable
Date.

A table comparing the overall accident rates for the construction industry against us
with regard to accident rate per 1,000 workers per year is set out below:

Construction

industry average Our Group

(Note 1) (Note 2)

Year 2012 443 6.1 (Note 3)

Year 2013 40.8 0 (Note 4)

Year 2014 Not available 0 (Note 5)

Year 2015 up to the Latest Practicable Not available 0 (Note 6)

Date

Notes:

1. Extract from “Report on Accident Statistics and Analysis for Public Works Contracts for 2013~

published by the Safety Section of the Development Bureau in June 2014.

2. Cumulative number of accidents per 1,000 workers per year, based on a conversion of 1.67 accidents
per 100,000 man-hours worked equivalent to 60 accidents per 1,000 workers per year.

3. Based on one cumulative non-fatal reportable accident and 593,958 man-hours worked converted in
accordance with note 2 above.
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4. No reportable accident occurred in 2013.

5. On 12 November 2014, a general worker of a subcontractor of our Group was injured when a
hydraulic soil excavator operated by him was tipped over during lunch hour. As the worker operated
the hydraulic soil excavator without our or our subcontractor’s authorisation and the accident
happened during non-business hour, the accident was disregarded for the purpose of computation of

the accident rate.

6. No reportable accident occurred in 2015 up to the Latest Practicable Date.

Based on the above, our Directors are of the view that our accident rate is lower than
the construction industry average during the Track Record Period and up to the Latest

Practicable Date.

The following table shows the lost time injury frequency rate (“LTIFR”) for the

accidents occurred to us:

Number of

lost time

injuries

Year 2012 4
Year 2013 1
Year 2014 0
Year 2015 up to 28 February 2015 (Note 2) 0

Note:

Number of
man-hours
worked

1,295,959

1,138,072

1,412,137

234,404

LTIFR
(Note 1)

3.09

0.88

1. The LTIFR is calculated based on the number of lost time injuries multiplied by 1,000,000 divided

by the number of man-hours worked.

2. The number of man-hours worked is only reported by us on a monthly basis. Therefore, the

information was only updated to 28 February 2015.
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During the Track Record Period and up to the Latest Practicable Date, we had five
outstanding claims for personal injuries and employees’ compensation involving five
incidents, of which a sum (inclusive of sick leave allowance and medical fees but exclusive
of the damages that may be payable by us under civil claims) of approximately HK$1.5
million had been paid by our Company during the Track Record Period and up to the Latest
Practicable Date. The table below sets out the work injuries occurred at our sites and
compensated by our Company during the Track Record Period and up to the Latest
Practicable Date relating to the said five incidents:

Compensation
paid by our
Company up Amount
to the Latest reimbursed by
Date of Practicable insurance
Case Year incident Nature of incident Date company Rectification actions
(Note 1)
A 2012 9 December Fall from height HK$378,350  To be assessed Use of safety belt and attach
2012 to a suitably located
anchorage

B 2012 13 July 2012 Leg injured by timber HK$468,528  To be assessed o Select the correct weight,

(Note 2) cutting saw size and tool for the job

o Ensure that handles have a
smooth finish, should be
easy to grasp and should
have no sharp edges or
corners

C 2012 28 June 2012 Flying particles causing HK$218,120 Nil e Keep maintenance to

injury to eye (Note 4) (Note 3) avoid blockage of the
pipeline

e Worker should wear
conceal type goggles

e Conduct safety training on
precaution on blowout of
grouting hose

D 2012 15 May 2012 Hit by falling objects HK$395,830 Nil Surround scaffolds and

(Note 5) elevated work area with
toe-boards and safety nets to
prevent objects falling off
from height

E 2014 12 November  Tipping over of hydraulic HK$55,774  NJ/A (Note 6) Remind staff to leave

2014 soil excavator construction sites during lunch
hour

Notes:

1. Compensation paid by our Group comprised sick leave allowance, medical fees and compensation (if
any) but excluded the damages that may be payable by us under civil claims and is calculated up to
the nearest thousand;

2. This is the non-fatal reportable accident recorded in Year 2012;

3. The injured person is an employee of a subcontractor of our Group. The insurance company rejected

the employees’ compensation claim on the ground that the insurance coverage does not extend to a

subcontractor’s employer liability;
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4. A District Court Action (DCEC 1971/2013) was commenced by the injured person against UEL and
one other respondent in respect of the claim for employees’ compensation under the Employees’
Compensation Ordinance for personal injury sustained by him, details of which were disclosed in the
subsection headed “Legal proceedings” under this section below;

5. The insurance company rejected the employee’s compensation claim as the accident had not been
reported within the required period. The injured person was an employee of a subcontractor of our
Company. We have not been informed by such subcontractor at the time of the accident and
consequently we have failed to notify the accident to the insurance Company within the required
period;

6. The injured person is an employee of a subcontractor of our Group. The accident was caused by the
tipping over of a hydraulic soil excavator operated by the injured person during lunch hour without
our or our subcontractor’s authorisation. We have notified the insurance company in writing dated 19
November 2014 and we have not received any rejection from the insurance company up to the Latest
Practicable Date. As at the Latest Practicable Date, we had not received any complaint from the
Government nor claim from the injured person in relation this accident.

All of the above accidents and injuries had been reported to the Labour Department.
According to the Certificate of Review of Assessment issued by the Employees’
Compensation (Ordinary Assessment) Board (the “EC Board”) dated 27 October 2014, the
loss of earning capacity permanently caused by the injury under Case A is 2%. Therefore,
the total amount of compensation payable would be approximately HK$37,000. According to
the Certificate of Review of Assessment issued by the EC Board dated 12 March 2014, the
loss of earning capacity permanently caused by the injury under Case B has been revised
from 3% to 3.5%, pursuant to an appeal filed by the applicant on 7 October 2013 against the
initial assessment by the EC Board under section 16G of the Employees’ Compensation
Ordinance. Therefore, the total amount of compensation payable under Case B would be
approximately HK$59,000. According to the Certificate of Assessment issued by the EC
Board dated 19 November 2013, the loss of earning capacity permanently caused by the
injury under Case C is 25%. Therefore, the total amount of compensation would be
HK$306,000 for Case C. As advised by the legal advisers as to our Group’s litigation and
claims, it is difficult to estimate the maximum potential liabilities of our Group for Case D
at this stage since the compensation payable by our Group will be subject to an assessment
of the permanent loss of earning capacity by the EC Board. It would not be feasible to
assess the maximum amount of compensation and penalties potentially payable by our Group
with reference to similar cases since the decisions of the EC Board are not published and
available in public record. Further, each of these assessments is based on individual
circumstances and cannot be generalised, save for clear-cut cases of permanent total
incapacity where the respective percentages of the loss of earning capacity are set out in the
First Schedule to the Employees’ Compensation Ordinance.

In our case, none of the above cases fall within the First Schedule to the Employees’
Compensation Ordinance. As such, it is considered that our Group should rely on the
assessment of the EC Board, and that the results of any attempt by our Group to assess the
above cases by adopting the percentages of the loss of earning capacity for cases of
permanent total incapacity as specified in the First Schedule of the Employees’
Compensation Ordinance would be misleading and exaggerating.

Having said that, our Group has appointed a medical expert to assess the maximum

potential liability of our Group in respect of Case D. According to an assessment report
dated 23 January 2014 and issued by a private medical practitioner, the loss of earning
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capacity permanently caused by the injury under Case D is 3%. Subject to the assessment by
the EC Board, it is estimated that the amount of compensation under Case D would be
approximately HK$12,000.

All insurance claims are handled by our Human Resources & Administration
Department, headed by the Head of Human Resources. Upon receipt of an injury case, our
Human Resources Officer will submit the relevant information to the insurance company
directly or through the broker. The insurance company will then send request for further
information and our Human Resources Officer will prepare the requested information for
submission to the insurance company.

Our Company will implement enhanced internal controls on handling insurance claims
before Listing. We will procure our general foremen to check regularly with each
subcontractor whether there were accidents/injuries occurred on our construction sites to
ensure timely reporting of accidents/injuries by our subcontractors. In the event that
subcontractors fail to report accidents timely or comply with our safety policy, we will
consider disciplinary action including termination of works by such subcontractors. In
addition, our Group will purchase employees’ compensation policy to cover employees of
subcontractors in the future to mitigate the risk.

During the Track Record Period, there had been three claims for property damages in
relation to damage to the vehicles of our Group with an aggregate claim amount of
approximately HK$71,000, of which approximately HK$40,000 had been reimbursed by an
insurance company in respect of one claim during the same period. In respect of the
remaining two claims, the Group has paid approximately HK$9,000 for the settlement of one
claim and has submitted to the insurance company the other claim which is now under the
insurance company’s consideration. During the Track Record Period, no material injury and
fatal accidents had happened on our sites.

Our Directors confirmed that save as disclosed in this subsection and the subsection
headed “Legal Proceedings” in this section below, we have complied with all the relevant
laws, rules and regulations relating to safety and health in all material respects. None of the
Directors, senior management members and personnel involved has been investigated and
sued by the relevant government authorities and/or injured victims. Upon perusal of the
results of the latest litigation search conducted against each member of our Group, the Hong
Kong Legal Advisers confirmed that they are not aware of any material non-compliance by
our Group in relation to the relevant laws, rules and regulations relating to safety and health
as at the Latest Practicable Date save as disclosed in this subsection and the subsection
headed “Legal Proceedings” in this section below.

As summarised in the above paragraphs, our safety management system is documented
in written procedures and supplemented with oral instructions, trainings and demonstrations.
We have comprehensive safety plan for each contract and established handling and recording
system for accidents and dangerous occurrence. We have engaged external registered safety
auditor to conduct semi-annual corporate safety audits and additional safety audits towards
the projects with contract value of HK$100 million or more. We have also adopted
additional preventive measures to improve the workers’ awareness on safety and strengthen
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the control over our subcontractors. On such basis, our Directors believe, and the Sponsor
concurs that, the existing safety measures are adequate and effective to ensure ongoing
compliance with relevant laws and regulations by our Group.

During the Track Record Period and up to the Latest Practicable Date, there were seven
prosecution cases laid by different departments of the Government against our Group, six of
which were either acquitted after trial or the prosecutions were dismissed. Accordingly, no
rectification actions would be needed by our Group for these six prosecution cases. Our
Group has no potential liability (including civil liability) for the abovementioned prosecution
cases. As at the Latest Practicable Date, the following prosecution case against Kwan On —
U-Tech 1 was still pending:

Department of Contract Case Date of Date of
the Government number number incident hearing Offence/Cause
Labour 10/WSD/10  KTS 25 15 April Being the contractor
Department 12067/2014  February 2015 (Note)  responsible for the site
2014 where workers employed

thereat were liable to
come into contact with
live electric cable or
apparatus, failed to take
such measures as will
prevent the workers from
being endangered by the
cable or apparatus

Note: The above case was originally scheduled to be heard on 18 December 2014 but was adjourned to 12
February 2015 pending resolution of a point of law regarding the capacity of a joint venture
company by the Hong Kong Court of Final Appeal in another legal proceeding unrelated to our
Group. This case has been further adjourned to 15 April 2015.

The offence in respect of the above case number KTS 12067/2014 is stipulated in
sections 47(1), 68(1)(a) and 68(2)(a) of Construction Sites (Safety) Regulations (Chapter 591
of the Laws of Hong Kong). The maximum fine for the above prosecution case is
HK$200,000 pursuant to rule 68(2)(a) of Construction Sites (Safety) Regulations.

Save as disclosed above, our Directors confirm that no prosecution has been laid
against our Group by any relevant authorities in respect of violation of applicable laws or
regulations.

Furthermore, having considered that (i) risks of accidents or injuries to workers are
inherent due to the nature of works in the construction industry; (ii) our Group have
implemented various safety measures to mitigate safety risks; (iii) our Group has not
recorded any fatal accident and our accident rate is lower than the average for public works
contracts during the Track Record Period and up to the Latest Practicable Date, our
Directors are of the view, and the Sponsor concurs that, the past litigations, prosecutions and
non-compliance safety issues do not involve any dishonesty on the part of our Directors or
impugn on their integrity or competence and do not affect their suitability to act as directors
of a listed issuer under Rules 5.01 and 5.02 of the GEM Listing Rules.
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INTERNAL CONTROL

We strive to maintain the integrity of our business, results of operations and reputation
by strictly adhering to internal control system in respect of our construction engineering
services. As such, we have implemented an effective internal control system by developing
and enhancing, from time to time, different sets of internal control procedures and manuals
covering a number of key control areas such as financial management, tendering, budgeting,
purchase and procurement management, control over subcontractors, safety and environment
compliance management, with a view to ensuring compliance by our Group with applicable
laws and regulations.

In preparation for the Listing and to further improve our internal control system, we
have engaged BDO Financial Services Limited (the “Internal Control Adviser”) on 13
September 2012 to undertake a review on the internal control system of our Group. During
the internal control review, our Internal Control Adviser has reviewed the internal control
system of our Group according to the agreed scope which included: (1) entity-level controls;
(2) tendering, budgeting and running construction projects; (3) subcontracting and accounts
payable; (4) procurement and accounts payable; (5) project expenses reimbursement; (6)
expenditure on human resources and payroll cycle; (7) treasury and cash management; (8)
financial reporting and disclosure; (9) budgeting and profit forecast; and (10) general
computer controls. The Internal Control Adviser has recommended measures to improve and
rectify significant weakness of the internal control systems identified during the review, and
the significant weaknesses and recommended measures identified have been summarised in
the following paragraphs:

In respect of the imperfection in recognition of revenue, the Internal Control Adviser
observed that our Group in the past has recognised contract revenue with reference to the
monthly interim payment (“IP”) certificate issued by the customers concerned. The period
covered by the IP certificate may span across different financial reporting periods.
Recognizing revenue based on the receiving date of the IP certificate may result in cutoff
issue. Moreover, there were no periodic reviews of the estimated total contract revenue and
costs. This practice may not be in line with HKAS 11 which stipulated that contract revenue
shall be recognised by reference to the stage of completion of the contract activity at the
end of the reporting period. In addition, any expected loss on the contract may not be
recognised as an expense immediately. We have identified five entities within the Group
namely, Kwan On, Kwan On — U-Tech 1, UEL, UECL and UEWL having the aforesaid issue
and engaged BDO Tax Limited (“Tax Adviser”) as our tax adviser to review and comment
on whether the financial difference quantified by us between our previous contract revenue
recognition that did not comply with HKAS 11 and the revenue recognition based on the
stage of completion method under HKAS 11 (the “Financial Difference”) would attract
additional tax liability for the years of assessment 2010/11 and/or 2011/12 and any resulting
Section 82A penalty imposed by the IRD.

According to the aforesaid tax review, the Tax Adviser is of the view that there is
additional tax liability for Kwan On-U-Tech 1 for the year of assessment 2011/12 as a result
of the Financial Difference. There may be also a potential Section 82A penalty up to treble
the amount of the tax undercharged due to the understatement of profits in filing the Profits
Tax Return for the year of assessment 2011/12 by Kwan On — U-Tech 1. The maximum
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Section 82A penalty that may be imposed on Kwan On — U-Tech 1 by the IRD as a result of
the understatement of the assessable profits for the year of assessment 2011/12 is
HK$2,581,731 which is derived by arithmetically trebling the amount of tax undercharged of
HK$860,577 based on the estimated assessment issued by the IRD on 10 February 2014.
However, if the IRD imposes the penalty, on the basis that Kwan On — U-Tech 1 voluntarily
reported the understatement of profits, the percentage of penalty is generally in the range of
30% to 60% of the tax undercharged according to the penalty policy of the IRD. The
percentage may be adjusted upwards or downwards after taking into consideration of the
aggravating and mitigating factors. The tax representative of Kwan On — U-Tech 1 has
already informed the IRD under its letter dated 9 December 2013 on the additional profit by
submitting a revised profits tax computation for the year of assessment 2011/12 which takes
into account of the Financial Difference and other prior year adjustments mainly for the
recognition of the proceeds received from customer to income as resulted from receipt in
advance. Kwan On — U-Tech 1 has received the estimated assessment from the IRD dated 10
February 2014 for the year of assessment 2011/12 based on the revised profits tax
computation submitted. The total tax payable of HK$860,577 for the year of assessment
2011/12 was settled by Kwan On — U-Tech 1 in about March 2014. Our Group has
accounted for such additional tax liability of HK$860,577 in the financial information
presented in the Accountant’s Report. Our Group has not made any provision for the Section
82A penalty given that such potential tax penalty may or may not be incurred and such
amount could not be ascertained unless we have received the relevant notice from IRD.

As for Kwan On, the Tax Adviser is of the view that it will have a tax refund of
approximately HK$8,000 and additional tax liability of approximately HK$44,000 for the
years of assessment 2010/11 and 2011/12 respectively resulting from the Financial
Difference without taking into account of other prior year adjustments. The tax impact of the
Financial Difference on Kwan On can only be ascertained after taking into account of all
other prior year adjustments which may have tax implications for the same year of
assessment affected, which are mainly discount of non-current portion of retention money
receivable and payables and staff annual leave and long service payments provision. The tax
representative of Kwan On has already filed revised tax computations for the years of
assessment of 2010/11 and 2011/12 under its covering letter dated 11 November 2013 as a
result of the Financial Difference and other prior year adjustments claiming reduction of
assessable profits of HK$3,599,641 for year of assessment 2010/11 and HK$528,352 for the
year of assessment 2011/12 by setting them off against the assessable profits for the year of
assessment 2012/13 in the 2012/13 Profits Tax Return. The IRD has issued an assessment
for the year of assessment 2012/13 on 29 November 2013 in accordance with the Profits Tax
Return filed under the IRD’s assessing programme of “Assess First Audit Later”. In the
assessment, the assessable profits for the year of assessment 2012/13 are reduced by the
reduction of assessable profits of HK$3,599,641 for year of assessment 2010/11 and
HK$528,352 for the year of assessment 2011/12. Under the programme of “Assess First
Audit Later”, assessments will be issued based on the information reported in the Profits Tax
Returns first and, assessments may be selected for tax examination later. Should Kwan On
fail to claim the reduction of assessable profits for the years of assessment 2010/11 and
2011/12, it will incur additional tax liabilities of HKS$681,119 [(HK$3,599,641 +
HK$528,352) X 16.5%] for the year of assessment of 2012/13. However, such potential tax
liabilities are subject to the examination of the IRD. As at the Latest Practicable Date, we
had not received any response from the IRD in examining the claim.

- 158 -



BUSINESS

The Tax Adviser is of the view that there is no additional tax liability for the other
three entities, namely UEL, UECL and UEWL as the Financial Difference represents
changing the assessable profits situations of UEL and UECL to tax loss positions for the
year of assessment 2011/12, and to increase the tax loss claimed by UEWL for the years of
assessment 2010/11 and 2011/12.

The Indemnifiers will indemnify the Group against, among other things, any further tax
liabilities and any Section 82A penalty which may be payable by the five entities in respect
of any income, profits or gains earned, accrued or received or deemed to have been earned,
accrued or received on or before the Listing Date pursuant to the Deed of Indemnity.

To prevent the recurrence of this non-compliance incident, we have assigned our
financial controller to prepare a revenue recognition schedule to adjust for the time
difference between the date of certificate and reporting date so that comparison between the
percentage completion by costs and by certificate could be conducted. We have also
assigned our Quantity Surveying and Tendering Department and our responsible project
managers to prepare budgets to the estimated contract sum and total cost for each project.
Details of the significant judgments and estimates involved in revenue recognition are
disclosed in the paragraph headed “construction contracts” under the section headed
“Financial information”.

A follow-up review was performed by the Internal Control Adviser for the enhanced
internal controls for the period from January 2013 to August 2013 for the abovementioned
non-compliance issue identified during the review of the Internal Control Adviser. After the
follow-up review, the Internal Control Adviser concurs with our Directors’ and our
Sponsor’s view that the enhanced internal controls have been properly designed and operated
effectively by our Company.

In respect of the deficiencies in financial reporting, the Internal Control Adviser
observed that our Company has not yet documented a comprehensive monthly financial
closing procedure. In addition, there is neither month-end nor period-end financial closing.
The Internal Control Adviser has recommended that our Group should adopt monthly closing
procedure and prepare closing checklist as a tool to ensure all financial data is being
captured under accrual basis. We have adopted the monthly closing procedure. Month-ending
closing checklist is prepared by our Accounting Manager and reviewed by our Financial
Controller. Our Accounting Department complies reports in standard format which include a
profit and loss account and balance sheet to present to our Board on a monthly basis. Our
Accounting Officer prepares a monthly cash count record sheet attaching a printed general
ledger which is checked by our Assistant Accountant and reviewed by our Accounting
Manager.

In respect of the deficiencies in the preparation of financial budget and forecast, the
Internal Control Adviser observed that no formal budget and plan had been prepared for our
Company as a whole. In fact, the budget is only prepared for each individual project. The
Internal Control Adviser recommended that an annual budget and cash flow forecast shall be
prepared by our Company and reviewed and approved by our Board. Variance analysis was
also recommended by the Internal Control Adviser to be performed regularly. We have
formalized the procedure of preparing, reviewing and updating of budget and cash flow
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forecast in our internal control manual. Our Accounting Manager has prepared a profit
forecast and cash flow forecast for the year ended 31 March 2013, which was reviewed by
our Financial Controller and approved by the Managing Director. The profit forecast and
cash flow forecast will be prepared on an ongoing basis. On a quarterly basis, actual figures
are compared to the budget and cash flow forecast. Amendment to the budget and forecast
would be considered.

In respect of the shortcomings in the purchase of materials, the Internal Control
Adviser observed that no formal periodic assessment on the existing vendors to ensure the
vendors can meet the criteria set by our Company. Besides, the Internal Control Adviser also
recommended that all purchase requisition forms shall be duly filled and processed at the
site office before sending to our purchase department at the head office. The Internal
Control Adviser also suggested that all purchase orders shall be validated by stamping the
company chop by authorized staff before sending to the vendor. We have assigned our
Quantity Surveying Manager and Purchasing Clerk, respectively, to prepare subcontractor
assessment form and vendor assessment form. The assessment will be conducted annually.
We have also requested our Purchasing Department to keep a list of personnel at the site
office who is authorised to initiate purchase of materials and to process duly signed
purchase requisition form hereinafter. In addition, we have asked our Project Director to sign
and affix the company chop on every purchase order to signify his approval. The company
chop concerned shall be kept by the Project Director.

In respect of the deficiencies in the maintenance of subcontractors’ masterfile and
periodic assessment of our subcontractors, the Internal Control Adviser observed that there
was no review procedure before adding the subcontractor’s details into the list of
subcontractors. In addition, more than one list of approved subcontractors were maintained
by the Quantity Surveying Department. Update on the list was not centralized and may
create different versions. Furthermore, the Internal Control Adviser observed that there was
no periodic review on the subcontractors’ masterfile. The Internal Control Adviser
recommended that formal procedures for subcontractor assessment shall be established. All
qualified subcontractors should be added to the masterfile of subcontractors, which should
be maintained centrally. Periodic review of such masterfile should be conducted at least
annually and the process should be formally documented. We have formalized the procedure
of periodic assessment of existing subcontractors. The assessments for existing
subcontractors have been performed annually by our Quantity Surveying Department. If the
assessment result of a subcontractor is unsatisfactory, such subcontractor will be removed
from the subcontractors’ masterfile by our Quantity Surveying Manager.

In respect of the failure to enter into written subcontracting agreement with certain
subcontractors, the Internal Control Adviser has recommended that we should, as soon as
possible, execute contracts with all subcontractors with terms and conditions that are
mutually agreed before commencement of work. We will enter into written subcontracting
agreements with all subcontractors going forward unless rejected by the counterparties. Our
Directors consider that based on their past experience in communicating with those
subcontractors, they declined to enter into written subcontracting agreements due to their
limited knowledge to formulate all terms, rights and obligations in writing and our Directors
also consider that the practice of engaging subcontractors without written agreement is not
uncommon in the construction industry. For those subcontractors who have not entered into
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subcontracting agreements with us, quotations were submitted by them to us before
commencement of works. Works were carried out by them at the same time as details of the
quotation were finalised. Although verbal contracts shall be as equally valid and binding as
written contracts, the interests of our Group may not be well protected if any conflict or
dispute arises out of the verbal contracts. It would be difficult for us to prove the existence
and/or the contents of the verbal terms in court since such terms had not been recorded in
writing. We will issue a payment statement containing the quantity of work done by
respective subcontractor, the unit rate, the value of work, retention withheld, any materials
charged back and the then net payable amount to each subcontractor on a job basis.
However, in the future, where a subcontractor refuses to enter into written subcontracting
agreement with us, we will consider replacing such subcontractor with other suitable
subcontractors who possess similar skills, experience and adequate workforce to complete
the subcontracting works and are willing to enter into written subcontracting agreements
with us. As at the Latest Practicable Date, we had entered into subcontracting agreements
with over 20 subcontractors.

Save as disclosed above, the Internal Control Adviser has identified the following
significant weaknesses in relation to our internal control system:

e the corporate governance framework of a listed company has not yet been fully
established;

° we have not yet established policies and controls regarding the compliance of the
GEM Listing Rules;

e our operation manual has not yet been fully implemented and distributed to all
staff;

° there are few limitations in the accounting system currently used by our
Company;

° monitoring controls among the accounting system shall be enhanced;

e filing for financial documentation shall be enhanced;

° the recognition basis of accounts payable is upon the receipt of the vendor invoice
and cut off issues may arise when the invoice date and the goods delivery date
are not in the same accounting period;

° there is no evidence of three-way matching (purchase order to invoice) to ensure
that the invoice rate agrees with the ordered rate before payments are made to

vendors;

e the risk of overspending during construction increases if cost-related expenses
were not properly allocated to each project;

° lack of independent review on accuracy of the salary calculation for head office
staff;
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e  data security for payroll system shall be enhanced;

e  failure to prepare the cash flow forecast for each entity in our Group on a
monthly basis;

° the delegation of power is too centralized which may lead to the possibility of
management override; and

e there is no formal policy on information security.

Regarding the abovementioned significant weakness of the internal control system
identified during the review of the Internal Control Adviser, the enhanced internal controls
have been fully implemented by our Company since January 2013.

A follow-up review (the “lst Follow-up Review”) was performed by the Internal
Control Adviser in January 2013 to check whether our Company has remedial deficiencies
identified for the period from November 2012 to December 2012. The result of the Ist
Follow-up Review is that all the deficiencies (including those significant weaknesses
mentioned above) have been rectified by our Company.

In August 2013, an additional follow-up review (the “2nd Follow-up Review”) was
performed by the Internal Control Adviser for the enhanced internal controls for the period
from January 2013 to August 2013 for the abovementioned significant weaknesses of the
internal control system identified during the review by the Internal Control Adviser. After
the 2nd Follow-up Review, the Internal Control Adviser concurs with the Directors’ view
that the enhanced internal controls have been properly designed and operated effectively by
our Company.

During the 2nd Follow-up Review, the Internal Control Adviser has also performed
review on the internal control measures of our safety system and tested the enhanced
intern